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Why Don't Governments Succeed?
A Political and Economic Analysis in the Perspective of Bangladesh

Md. Wali Ullah *

Abstract

Bureaucratic complication and maladministration putting negative impact on Sstate
development, unskilled leadership in development activities, ineligibility of the
governance of the state, negligence to time and significance, local and internal aid
and misuses of loan, and loots - all are responsible for unsuccessful political-economy
of government. Heads of the states of developing or under developed countries, could
not hold the power trying to sustain them for a long time. Their consequence of
failure was not good. Politics-economics’ failed empowerment, governance, control,
etc., have not been successful. The dream of independent Bangladesh was to
implement golden Bangla. In this case, the newly independent government and the
head of the government were the victims of a group of conspirators for power. Father
of the nation, the declarer of independence, with his family, had to give blood to
hellish animals in the name of opprobrium failure. The history of all exploiting and
looting incidents of Bangladesh was nothing but political and economic failure of all
governments. Taking all these liabilities of failure in shoulder, governments have been
compelled to leave power in the past. Although the political governments have
changed repeatedly, the development of this country has not been accelerated. For
this, if the internal and external bodies and policies of the government are
reconsidered, rearranged, or modified, development is possible. For the interest of
the country, the people expect such a government that should hold power for a long
time.

Keywords: Politics of Conspiracy; Maladministration; Conditional Aid and Loan; Beneficiary
Group; Unequal Dependence

1. Introduction

The role of the government in state development works first. Negative impacts affect
political economy if government fails to carry on the undertaken responsibilities and
duties given by the people. The obstructed negative impact in the sphere of state
development and all malfunctions of success are the failure of the government. In this
case, if the government is ascertained disqualified in country governance, it is the
failure of unsuccessful government. Failure of the government creates anarchy in
political economy and result in the change of the government.

* Md. Wali Ullah

Associate Professor, Department of Economics, Dhaka Commerce College
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2. Objectives of the study
The specific objectives of the study are as follows:
i.  To asses and analyse the causes of the government's failure based on
information;
ii. To know how the negative impacts affect the development of the country due
to the failure of the government;
iii. To analyze and find the causes of failure of Bangladesh governments;
iv. To accumulate past wrong-right experience of ruler govt. to achieve skill of
state governance; and
v. To know if long governing liability remains at the hand of democratic
government for the benefit of the country's development.

3. Literature Review

Governments of different countries play a role in their development and openings of
state development activities. If we observe the developed countries, it is seen that the
difference is observed within the parts of the state in development. In some cases,
active successful part has been ably played. Again in some genres self-reliance index is
of development methods such as in course of production, consumption, investment,
value control, social security, welfare economy, social and political impasse, or
instability became somewhere successful and somewhere failed. This failure is
working as original power of government failure. In some genres, part of state sponsor
has been played. Due to these failures, governments could not be successful to govern
the country.

Different types of economic, social, and strategic matters are involved in the failure of
the government. In many times, different types of advice given by them, foreign
agency, help-cooperation, defeated power alliance, political-economic reasons are the
causes of failure of governments in Bangladesh.

In the name of help and co-operation and also the direct foreign investment, the donor
groups organize developed countries to intrude with money into many Asian and
African countries including Bangladesh to help the government in development works.
The governments of countries try to utilize this foreign aid anyhow to earn credit from
the people and to stabilize their power. Of course, it takes a major portion of the total
expenditure to provide salary, remuneration and also to flatter the donors. Only one
part of the work is finished with the money spent in development. Therefore, the
government has to wait for recurrent help for a long time. But the work of short-term
projects (i.e., Dhaka Chittagong four lane highway) have not been completed even in
long duration, and the impact of its backwardness falls on the state, the government,
and also the people. As a result, the people of the country lose their confidence in the
activities of the government, and, finally, the government tends to fail. Eventually, they
are compelled to resign the responsibility for governing the state due to the competition
for political power.
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4. Methodology

The method of obtaining information is based on secondary data. Published articles,
daily newspapers, magazines, reports, websites, and journals have been used to find the
different techniques of this research .The data were analysed for examining the
government political and economic activities by the help of foreign aid and loan and
their contribution to development of developing countries like Bangladesh. Economic
analysis provides valuable tools for identifying the relationship between politics and
economics, and hence provides the suitable basis for making future projection.

5. Why don't governments succeed? A Political and Economic Analysis: Its Impact
on Bangladesh

Why do not governments succeed? Condition of Bangladesh is not a separate incident
for this cause. Also history of the origin of Bangladesh has come through failure of the
government. Consequences of the two hundred years' ruling-exploitation of the British
are independent Bangladesh. After all, different political-economic history is involved
in government failure in state ruling.

5.1. Independence and politics of killing conspiracy and liability of govt. failure
Language movement of fifty two, mass uprising, freedom fighters of seventy one, etc.,
many kinds of battles, political beating-striking gave rise to independent Bangladesh.
Independent history of this country is fully different that was the political-economic
cause of government failure of the country's ruling alliances. The consequence of the
failure of the British governance and exploitation resulted in the independence of India
on 14 August 1947 and creation of Pakistan on 15 August 1947. All these political
economic failures and jugglery games for scenario of Bangladesh are upheld in the
matter of some well specific circumstances. Any type of development works for this
country is taken in hand, only a part of work is complete in definite time. Long time is
to wait for help again. With such help, the short term project work is not completed
even within a long term period. The backward impact falls on county government, and
the people of the country.

The dream of independent Bangladesh was to give the country a form of Golden Bangla
(Sonar Bangla). In this course of it, new independent juvenile government yielded to an
abhorrent power and a gang of bad conspirators. The Father of the Nation, the declarer
of independence, along with his family, had to sacrifice life because of the hellish
beasts in the name of failing government. Two and half months later, having been
blamed for political-economic failure of the government four state politicians were
openly murdered in jail. Calculation of political-economic wrong-right of government
failure is not still stopped. Thereafter, it started again in a different way. A military
government throttled to death the politics-economic governing the country by force.
After nine years of absence of democracy and absolutism the government was
compelled to resign through a political movement in 1991. Through a direct vote, if a
political party came to power, they were bound to hand over the power to caretaker
government due to their bad activities, looting asset properties, bad governance,
exploitation, and misuse of state properties. There was also a government failure of
politics-economy. Again, when another government got to power, they could not rule



12 Dhaka Commerce College Journal, Vol. VII, No. 1, December 2015

the country more than five years due to misuse of power. The government at last had to
give power to people. Military government by this time tried different types of
mechanism to occupy the power. But ultimately they had to leave after the successful
holding of a general election by some ways. Political-economic game of government
failure did not stop here. Foreign mechanisms were more or less involved in the failure
of the government. It continued at different times by internal-external bad conspirator
alliances and betrayal alliances.

5.2. Excessive freedom and discrimination in forming political parties ruling the
country

The main theme of politics and economy in Bangladesh is that the government will do
the development work through taking proper and right decisions. The development
course of country will be enhanced gradually. Due to partition and clash of government
for Bangladesh, the major issues have not ever been duly settled.

Face to face situation of two main parties in political environment of Bangladesh
government always remains hot. Opposition party is always a part of the government.
But the opposite parties could not ever keep effective contribution to develop the main
subject. In this country, the government always works alone. But for the effective
settlement of the major problems of the country, the government and the opposition
parties should be united to establish an understanding at least. However, no progress
has ever been done.

Under these circumstances, the general people of this country cannot take part in
political activities systematically. They cannot vote as per their wishes. Their agents
cannot participate in election willingly. Therefore, the general people do not get
opportunity to take part in political procedural activities. Indiscipline arises from this.
For ruling the country, good knowledge is mostly required. As a result, evidences and
real situation of failure symptoms of political economic government are created.

5.3. Reasons of failure of different governments

Different types of economic, social, and strategic matters are involved in the failure of
the government. At times different types of advice are given by them. Foreign agency,
aid and assistance, defeated power alliance, and political economic reasons of failure of
Bangladesh government are clear. Short briefing of such matters is specified.

5.3.1. Failure in use of foreign loan on the part of the government
In building human development structure, foreign loan has been considered a cause of
government failure. Barakat (2002) mentioned that, in the last 42 years, foreign aid
came Tk. 4,00,000 crore to Bangladesh. Tk. 20370 crore also came
non-governmentally.
a) That 4,00,000 crore taka, come governmentally as foreign aid service, has been
saved for the interest of a specific group;
b) This aid was excess to the requirement of the state;
¢) That loan aid striking was the cause of government's failure at any structure of
consumption for a community; and
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d) Loan aiding flow has created different kinds of impacts to the largest number of
people. In this regard, Sobhan (1990) has proved that foreign aid or loan did
not come into structural development of a developing country even like
Bangladesh. In case of GDP, the role of this is very poor. The loan cannot play
any credible role in economic growth. As a result, the manifestation of the
government failure has been repeated.

5.3.2. Loan service aid incapable of giving original freedom:
Barakat (2002) and Sobhan (1990) stated that it is not proved in any development
research until now that 38 years foreign loan service aid has expedited overall human
development in Bangladesh. This loan aid flow could not ensure five types of freedom
for our people in the country:

a) Economic facilities;

b) Social facilities;

c¢) Political freedom,;

d) Transparency guarantee; and

e) Surety of protection.
Actually, there is no relation of five types of freedom assurance with foreign loan
service flow. Rather the relation of all that freedom sureties is negative with
foreign-service aid flow which has been given -

a. 40% people live below the poverty line;

b. Sewerage facilities are not available for 55% people;

c. 56% people are deprived of primary health service facilities;

d. 36% aged old people are illiterate;

e. About 2 crore children are deprived of education;

f. More than 1 crore children are suffering from malnutrition;

g. 30 lac children are taking birth away from hospitals;

h. 20 lac children are taking birth with low weight;

i. About 20 lac children die before reaching 05 years of age;

Jj- Equal number of children does not get anti vaccine of disease; and

h. About 650 children die each year due to malnutrition.

Sources: Bangladesh Orthoniti Somiti Samoyiki, 2002

5.3.3. Failure to achieve foreign loan aid and economic growth

Economists differ to assess the flow of foreign loan aid with human development
independence negotiator conception. Many think that this loan aid flow creates an
excess trickle down utility through aid to grow the flow internal production (GDP).
Barakat (2002) showed that what we see to assess statistical co-relation does never
support that perception. Based on statistics of 1978-99, co-relation of foreign credit
service helps with the GDP growth of 0.27 of which the average co-relation of 1982-91
is 0.19 and of 1991-99 is 0.71. That means GDP growth is not reliant on the flow of
foreign credit financing help. Credit defaulting dependence of 90 decade probably
indicates that although foreign loan aid is closed, economic growth will not be affected
at all.
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5.3.4. Failure of govt. to control the unnecessary project and unseen hand in the
ground of credit help

It is seen from different statistics that our reliance on foreign aid is too deep and
involved in everything that if we do not get commitment to receive a huge amount of
aid, our annual development planning will become regularly impossible. Many
unnecessary projects are included in our ADP by unseen hands. Perhaps, the reason is
such that someone is in the mid level of foreign aid industry who realizes much benefit
from this aid receipt. Even such types of equipments are added in this aid dependent
projects which are fully unnecessary, such as-Vehicle, office materials, advisors, and
overseas tour. We have not also any freedom to screen machines and equipments. The
matter of our own priority for project compilation does not get any value today. The
matter of adverse conditions and cross conditions is now governmentally recognized
(ERD, Flow of External Resource, 2000: XXI). It is logical to say that after 42 years
of foreign servicing aid, we are compelled to discuss unbelievable liability weight of
incomplete, half-done, abandoned, and lost projects. The government puts preference
to compiling less important projects which are left incomplete.

5.3.5. Championship certificate on corruption

As a clear instance, for enriching their interest, some miscreants of Bangladesh politics
and economy in 2007 have been caught. Where their money inflated is clear, and we
are bound to say due to political-economic situation from where, how their money has
become inflated. We can say that a conspirator of them has looted a big amount of
foreign aid and loan. They have made a mountain of unimagined asset-property among
them. They have made the country champion hattrik in bribe and corruption.

5.3.6. Foreign loan aid failed to meet the basic demands, such as food, cloth, shelter
Sobhan (1990) asking a basic question on foreign aid necessity said that demand of
fundamental requirements in Bangladesh is still at the low level. On this background,
Bangladesh could not manage food, cloth, shelter, and education for people based on
asset and existing technology. Per capita daily being 16 ounce, if we count it as per
requirement, Bangladesh has food self-reliance in disaster-free years, and Bangladesh
has capacity of food production more than 20 million tons. Cloth manufacturing
capacity is not fully used in our factories, and we have hand looms like textile to meet
minimum cloth demand of total population. Our medicine factories are able to meet our
demands of health security. Similarly, our assets can make minimum educational
process of people. It is possible to erect a semi pucca tin-shade house for the total
population. Therefore, our failure is originated from structural obstruction of our
existing social system to meet our fundamental demands. Our surety relies on land
ownership and labour based employment. Thus, pre-conditions to ensure fundamental
requirement is repartition and to create scope of extension of income. In the case of
consumption, foreign aid reliance is also the consequence of structural failure. Crops
have grown bumper. In such years also Bangladesh government was not able to collect
food more than one lac ton by domestic collection effort. Basically, we are to pray for
food aid to avoid epidemic. We hope help for enhancement of cloth productivity, but
the existing power is not being fully used. Most of the running textile industries are
incurring losses; loom weavers are leaving looms and surviving at any cost. In this
case, foreign aid will not benefit work.
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5.3.7. Inequity dependence on foreign credit demands income distribution and
consumption

Present situation of income distribution is creating a more import dependence for
current consumption. It is seen from a research of BIDS that 40 percent of current
consumption budget for high income people in city is dependent on foreign aid. In
comparison with it, this dependence is only 14 percent for rural poorest families. In
fact, what we are openly observing in daily life is fully consistent with this calculation.
At an extreme margin, the elite consumption conception in town is the import-density.
Import-density is an outward disclosure of this consumption through their dress,
accommodation, consumable product, foreign tours, etc. Aiding program is included in
a large part of imported consumptive product which is mainly self-satisfied by the elites
of society. The matter of foreign aid should be considered as unimagined huge wasting
source to lead the purpose of imported luxurious enjoyment. Direct Foreign
Investments - DFI formed with foreign aid fund have been proved as another misuse in
the source of non-government credit receiver.

5.3.8. Credit aid and black money relation

Direct foreign investment funds occupy space in bank account. Again imported
consumption fund is supplied to such categorical loan receivers. Such fund is used for
imported consumption products, even materials for luxurious apartments. Importing
concentration level of these is very high when compared with normality. At last, about
30,000 crore black money is created each year in relation to foreign loan aid (Barakat,
1991). As a result, foreign loan in the name of aid has helped to build the mountain of
black money. Development is only a name as the work basically remains completely
nothing.

Indenting business, direct foreign investment (DFI) credit receiver, big contractor and
consultant firms including elite level have built up a mountain of unimagined money
and asset. Earned income comes from foreign credit service aid for contract and
consultants. Some people included in these categories are making statutory change and
difference of working quality grab record crossed bribe or subscription from the credit
service aiding head which is, of course, black money.

It apparently appears, on analysis facilities and benefits of foreign credit aid, that as a
result of servicing aid flow economic depravity process is being expedited which is
made strong for political corruption. Terrorism, depravity, and black money are only a
habitual faculty of this procedure. Gradual enhanced amount of foreign loan aid is
made to change quality in socio-economic structure, and the relieving path is becoming
impossible to come out through normal rule from the socio-economic and political
depravity.

Therefore, overall loan servicing aid structure did not expedite this procedure of human
development in our country and made strong structure contrary to people's interest, no
doubt. On the other hand, the economy, politics, and state system have been turned into
principles of corruption for the time being by foreign loan aid.
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5.3.9. Property extension of benefit taking group of people and foreign loan and
service aid

Barakat (2002) said that foreign loan aid flow has expedited the inequity income
distribution of our country, and assets have been accumulated at the hand of some local
and foreign persons/ firms. As a big plot seen from the table that in three decades of
foreign loan aid, foreign machineries-equipments supplier agents and consultants
together have cumulatively looted 45,000 crore taka, i.e., 25 percent. Bureaucratic
politicians, commission agents, consultants, and construction builder contractors
grabbed 30 percent, i.e., 54,000 crore taka of four classes in country. The rich persons
in urban and rural got 20 percent equal to 36,000 crore taka.

A big amount of foreign aid is spent out of the country for bringing products and
service. By this way, machinery suppliers and foreign consultants have become the
direct beneficiaries of foreign aid.

At the same time, in our country, some local beneficiaries have emerged who are
directly dependent on the interest of foreign aid. Among them are the local initiators,
commission agents of imported products and service at foreign aid fund, commission
agents, contractors, credit receivers, foreign suppliers, and politicians.

5.3.10. Personal facility getting and loan-inflation showing different expenditure by
trickery techniques for employment of labour people and consumption extension
Foreign credit aid has come for poor labour people, but they get only 25 percents, i.e.,
Tk. 45,000 crore taka. The rest amount is removed by tricky technique showing as part
of labour people and implementation of rural representative project. In the last three
decades, spending 45,000 crore in the name of foreign loan aid, a well organized
pocket of asset-inflation equivalent Tk. 1,35,000 crore has been created under this
circumstance. Considering the practical situation, possibly a great decision will be
taken to do such, by which Tk. 45,000 crore can be properly used out of Tk. 1,80,000
crore to discover this system.

Table: Beneficiaries of foreign loans received by Govt. in the period 1971/72-1998/99

Class of benefit takers Amount (Crore) Percentage rate of benefit
Foreign machine supplier 23,400 13
Foreign Consultants 21600 12
Country commission agent 10800 6
Govt office-politician (Subscription) 12600 7
Country Consultants 7200 4
Construction contractors 23400 13
Other elite person (urban and rural) 36000 20
Labour-farmer, etc.

Labour, construction labour, grameen 45000 25
credit receiver, etc., engaged in food

program in exchange of work

Total 1,80,000 100

Source: Abul Barakat, Political Economy, Bangladesh Arthanity Smithy, Samuyiki, 2002
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The direct receivers of the foreign donation expend a part of their revenue to purchase
various goods and service which are available in the local market. For this purpose,
beneficiaries include foreign donation networks. There is no account of how many
employments have been created among the hard working persons as a result of
obtaining donation and excess integrants.

5.3.11. Non-payable sum of the Project expense in certain people's project

Some people among loan receivers of the direct foreign investment mention the excess
value of the imported materials, not to use the loan accurately and fail to utilize the
loan with skill. Such kind of loan receivers put a huge amount of money in their
pocket. There is a close relation of foreign loan with Tk. 30,000 crore which were
taken by 250 nos. loan defaulter of Bangladesh.

5.3.12. Some so called persons have got the facility as middle men

As the indenters are middle men, and for this they get the brokerage amount, and as
they make other people communicate with the higher level persons, they get the
commission. Accordingly they look for dishonest ways to take a huge amount of money
through misinterpretation. As a result, if there is any kind of excess expenditure than
are necessary, its liability will be borne by the country and the beneficiaries of the
foreign donation.

5.3.13. Foreign loan service cooperation and change of financial condition

A group has been formed for a long time centering on the spoiling of the foreign
donation, and there are many kinds of persons like businessmen, bureaucrat,
politicians, etc. After independence, properties have been gained by persons. Its 75%
sources are foreign loan and donation. Finally, some questions have been raised about
the co-operation of a class of persons' existence in capital smuggling to foreign
countries, enjoying property illegally, purchasing the land and house, insufficient use
of the production ability, low rate in the matter of balance and re-investment creation,
DFI, and the unpaid loan to the commercial bank. As the role of the active foreign loan
and donation are undeniable as the media of the dependent vocation extension, there is
no strong argument on behalf of facility and necessity of the social economy of the
current foreign loan and donation.

6. Recommendation

The incidents of the mentioned governance-oppression-spoil in the history of
Bangladesh were in the government of the political and non-political all kind of
governments. Taking on the shoulder the responsibility of such kind of unsuccessful
works, the past governments left the power. If such kind of responsibility is created on
behalf of the ruling government, or if such governments fail to perform responsibilities
changing themselves, any political or non-political government cannot keep its power
for so long days.

By this political speak though the government is changed, it is not the development of
the country. If it is possible to provide good governance to carry on the oppression and
governance policy, if it is possible to continue a government for a long time, and if it is



18 Dhaka Commerce College Journal, Vol. VII, No. 1, December 2015

possible to utilize and use the resources of the government home and abroad, and if
everyone can do the public welfare related tasks remaining in the respective positions,
it will be possible to establish the golden and absolute independent Bangladesh. If the
political government does their work to strengthen information and communication
system today, development of the country is surely possible.

7. Conclusion

The party who come to the power of the country must be aware of the past failures. If
it is taught about the good and bad side, they will perform better in running the
country. Considering the correct and wrong experience of the past time, it will be
worth thinking. No vengeance, no revenge, no political preventive, rather it will
concentrate on the development of the political condition. The expectation of the
country is to do good and make long term responsibility for ruling the country. It will
highlight the image of the government to the people in every development act of the
country. It will give credibility to the people of the country. The credibility and
accountability should thus be given on behalf of the government creating partnership in
all development works of the state.

It will take a long time for running the country honestly in the hand of a dedicated
government if it intends to make democracy strong. Remaining in a part of the
government against the political government, the opposition party makes the
constructive criticism of the government, and if the opposition party defends the matter
of development, the overall public development will be achieved. If the opposition
party makes a good role in the parliament based on constitution and takes part through
a strong voice in the parliament, any kind of negative intentions of the government will
fail. It will not succeed in oppressing the common people illegally or do the irregularity
and non-public welfare work on behalf of the government. Over all, the constructive
criticism, protest, and such kind of activates will be done by the opposition party as a
part of the government to develop the country. Opposition does not mean only hostility.
It can also work for public welfare. The government should also be given sufficient
time to work. Otherwise, if government is changed again and again due to the failure of
the government, it will not be helpful for the development of the country.
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Kie Riebibh ™1 Riebiela

tgt mB™1 ingib g Ty *

cKiZ1 Kie Riebibdh ™1 Ryebieia

miimsiglc

TxZg Riebiertai GKMZiq tbgM Kie Riebiy™ “vk| Bw quZiZ tcje AbfiZiZ izib
Rieb I RMiZi ciZ mste~bkij Dcjvai @vi DibiPb KiiiQb| Rieb I RMr moiK kxZii
MFiZi ci ik Zvi em] 1KS tKi vl 120 T2y thB N by € 13MZ Rietb, bv mgnRKZiq,
bv 1voiq e'e vchbig] hM gibimi Ai 12y, iekhix tlech  gibezi, mF'Zvi f¥aMov, mgviRi
AS:miikbZy, €3MZ Rietbi €2y ZiK 1ecb Kii ZijiQ] G recb we iq 2Zvi FZi
GK teva Rb! thgN hv dgbl"gar ci_extK Giotq Pjvi AZ™Z AnsKiti Aei'x | eV ez
t 1K 1IN el i AiZer ezii a'tb 1Zib gM t_1KiQb AiRieb| cbiveiZZ e” Ziq Kie
ASgLib 1bRbZig LIR 1bigiQb Aicb Aikq] ibiefivax  TeiK Kie Rieb hSYii AiZ¥ nbiK
Kuwe'K ifc 1" igiQb cKiZi GKiziziq] cKizi AZw q Kixix Abfe GB c_g cWwK
Dcjia Kij| G Dcjia Riebibh ™1 Riebteitai giZiB “teia’, Kqki'Qb] AutK 1 Rieb
“kibi RIUJZigq Zvi Kie” cVKIK 1ied$ Kii tZiij| Rieb avivi m fedai leciiZ ejiq
cWK inm'ggZii ASivij Zijiq hig] G A"Z gibm®@ Riebibbh 1 AraKisk KieZig
ciZdijZ nigiQ] AKwef[Z tcg-bvix-Rieb-cKiZ meB Rxebibh™ i GKuKiZi Zgmi"Qb
“bivik” ASjib| ev ezvi tbggZig vZib vi3] Rxeb I RMiZi vfueK ibgig Zvi Rxeb
AeiZzZ ngb] AP cAme™ gbib gnr Riebtevtai D'P aiYv Zvi ARD jujZ| G
gibm@@ c_g BDtiverq DET migiiK ms 4Z ieKitii Fouen DOEZvi gia” RibiQj| Zte
Riebibb™ i 1e igKi Kie cizfi tist> thb MU 1M AdQ/ fcil 1Quov 1" tq Imgt i Rij
™n afq/bfiTi Zijl Atcqlv Kii 0Pwiv 1K gkvixi ffgwib 1ei*xZd RuMiq ebjzvi
tPiLi Arkiq AiZimgeY KitZ Pig| Kie'WfiZi G B qiZiZ tivgyY eisjv miniZ™ miZ'B
AZjbu]

Riebibh ™ 1 Kiegvbm

TKET anivi Ab'Zg cizfieih Kie Riebib™ “ik | iTIkiET hiMi A1 gibmiPZbig cfe
tdijiQj rewk JcibtekK mgiRee q] hx, “wa, LIEZ ~ kfebii gj tedai
aimennK Aeflq cKitk Riebibh™i KieZv nig DiVIQ “teva” Ges cgi - Uk 0] Zii
KieZy citV ciVK 1KQUi tlegp niq ctob| Zte evi eri citV ALE Kie” giZ Abfte biov
t>q, hv tPZbutK knYZ Kii| thgb Zvi (A"Z Avavi GK{ KiezuUN

* tgit mB™ 1 ingwb ig TV
mnihwik Aa'vcK 1 tPquig'ib, eisjviefiM, XKy Kgm KijR
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A"Z Avari GK GimiQ G-ci_eitZ AR,
hiiv AU metPiq telk AR tPitL ~"viL Zviv;
hii™1 07 1q tKithv fcg thB-cuZ thB-Ki“Yvi Avijvob thB]

cl_ex APJ AR Zit™ i meivgk Qo]

hvi™ 1 MFxi Av v AikQ ARy gibtli ciz

GLtbv hit™ i KitQ ~rfueK eltj gtb ng

gnr mZ" ev inZ, iIKsev ik A_ev mvaby

kKb I tkqiji Lv™" AR Zi¢™i G gl

KieZwli AvatbK k& eenvii Af_1 KWitgiZ t7Lv hig th, KieZwl 06ZB pux e fci |
GgbB A™Z y"bKvj ctofQ th hvivibiiU, ibfeva Ges G~ gnib 1bdi, ZvivB AR RuZi c_
c kK] AR zvt™1 nitZB mKj T1gZv] gnr mZ" ev inZ, iki A_ev miabvg AR hviy
Al v iiLb Zviv AR wbMniZ, tkavj Avi kKibi Lvi™" ciiYZ nigiQ 2vi™ i mste bkij
gbl

gibemT Zvi cengitb rekgibieK HIZin1 tkéiZ hv iKQ gnr, mZ" I A kevx tPZbii
aiiK Reebiby™ Zv ASti jygb KiiiQb] Rretb wzZib Qijb Arker’y, bwzZi cik
Aitcimnib, tMichigZucg, AiZii3iKg tmbimUF, 1KS e’enwiK Rieth AtbKLub e
Ges miPZbfiieB IQfjb ASgLi] 1KS Kie I TjLK inimie Qijb “pgj| Rxebibh™i
c_g RiebiKvi tMicijP>™ Tvg 1j$L1Qb, 0ATbK gibl AvQb, hviv "n Gjvo e ferk K_v ejy
cQ” Kiib bi] Giv fieZB GKU ki§, Maxi I TevK cKiZi gibl nb] Rxebib»™ 1Qfjb
GB cKizi gibl| 2B etj izib tjuKi mi% br-igik 1bRtb WKiZ fijeimizb ev Kitiy
mi% num-WA 1 MT_Re KifZb by, Zv tgiUB bg| Reebvbdb i mi% hviv Nibofiie
IgtkiQb Zvt™1 KvQ T 1K TihiQ Ges Hifc Kiil Kvil tjLiZI ctoiQ th wzib inZgZ
. 1. Re Ges num V& meB KiiZb| eZgib MSKvi 1 Zvi mi% ciq “B ermi igtk ~iLiQb
th, 12ib inZgZB mnR, mij, igTK I Miicq gl Qijb] Zie GUv VK th, Rrebibh i
AiZimalb feva cLi _vKvq 1Zib mKij1 mi% cy Lty igkizb by, Al AiZimajitb AiNZ
JMIZ citi tFie AtbiKi KiQ t 1K “til KiZb| 2B eBti T K t7iL AtbtKB ZuK
AigTK 1 1bRbZg efj gib Kitzb] K3 Amtj 1Zib Zv Qijb bv]0 (tMcijP>™ g/
Riebi™, c. 90)

Riebvby™ “vk evsjv Kite” miviqujRigi ceZK| G civev e avivi midiZ 1Zib
miviquj=] BstnRfvlx Higgmg Kie wWjvb Ugm @viv cfuweZ nigiQb] gM "PZib’i
MFiti We v 1q Kie th mKj PTKT A _ev cZK AniY Kii wbiq Avimb, maiiYZ hiSi
ciinGthi Ici ibFi bv Kit mivi 271 muRig th mKj KiezZv iPbv Kiv ng fgigiU
Zvt™ 1B big miniquj+ Kiezv| tmLvtb GKiU IPTKT Ab” GKiU PTK 1K 1Uth ibtq Avim]
GB IPTKT _uji 1bKU m™K" tbB, ngizv ev AitQ GKUr i k'] ciZ'K gibtliB ~¢
RMiZi AvFAZy AtQ] ~fci RMIZ thgb e e ArFAZy ij clieiZZ niq bZb ijc MnY
Kti, KiezitZ 1 WPTKT 1j tZgbB eV fei Dci “woiq WKij 1 bZb AiKiti Dei Z nq|
Kie GLitb IPTKT _1j i gta” thwimT Ane®vi KifZ miPo nbl
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Riebvob™ i PTKT madtK Aa'icK ~MiksKi giLvciatqi AfgZN (Riebib™ entK™ k& |
AjYutii Ggbfite rebym KiifQb th, Amj A_ MniY evari mi6 ng Ges tmB evavi gia’
11 1Zib BIAZ Af_i e"Abr AbiZ tPigiQb| WPTKT ujiK FkeK miT 1Zib tMn_Z KitZ
Pibib- tP1qiQb ci®iZ” m¥adZi gizv e0Zvibi gia” 1" 1q GKUr mvaZ mio KitZ |0

(/ Riebi™ \RAmMY ¢. msL'v-)

gtbueAvbr imMgU  diqW-Gi (1856-1939) gibegibi 1Zb Ae v (1PZb, AeiPZb I
AIPZDb) Ave®ui vesk kzZvaxi mevicqlv AvijwoZ NUbi] G Awe®util ikimuniZ'K ifc
mivignjRg ev civev eer” | c¢_g 1 W2xq gnvhixi ga'Lvib GiU Avb vjthi AvKvi thBJ
KieZig c_g DVZ ntj 1 PTKJ1tZB Gi c_g ctqM mdj nq| AiZiPZb Kie Riebib™ Zii
ebjZy tmb (1942-1952) KieZMtSB ¢_g GB civei e KiezZvi ciqM midij” DELY nb
G cmi¥ Agiv Ke'tktivbitgi ebjzv tmb Kiezvi tkl cOR@ “Wi ~&S Dc vch KiiZ
cui: tme cul Nti Aitm- me b™x- divg G Rietbi me tjbtb; / K Ta AUKvi, gilgiL
emevi ebjZv tmbl Zntj Ki 1°LiZ cB? AiZ e e tPZbig Kie Zvi tcqmiK fciz
tPgiQb Rietb baNRiebvzxtZ, ~tc, Kibig| lebjzv tmbd Kvte™ invlqyi ivz0, detbr nimd,
fbM 1bRb miZ0, OniitYiv) Kiezig c_g cOi3iZB ~tci Bkvivg civer ezvi Qic 0]
mzaU Zvivi vzigid NGi 0tNiow, OtMarjmili bZ",) (thBme tkavijiv, ImRKD, IGKW
Kiezil ciZ Kiezv civei eZii mi_K D wiY|

cKiZi Kie Riebib»™

Riebvbdh™ i mgM 1Pbig GKIU 1elY Maxh ciieVB] Zvi mg  KieZiB tKithv bv tKviby Af
cKiZi Kiezv| (cKizi GB kawi rfb rfb bibv A AiQ| Avty iginb “im Zvi edhjy
Arfaib-G cKiZ kiai EbiTk iKigi A_ 1 1qiQb| thgb tgRIR, gvay, Aie™™y, ey, briy,
CRy, aZ e k& gj, ms Z Q" wetkl, BZ'w™ cAFK, Az, hiezig mo ¢ v_ er tbmM
cfiZ] Kie Reeby™ “vkl tmB inimie eisjv miniZ'i GKRb cKZ 1 tkd cKiZi Kie]
Riebibh™ 1 Kieziq CKi, ag, tgvql BZw™ 1 K v tZgb bv WKijl, gbtli tcg fijem,
mL “tL 1 271 mgiRi K v AtbK AiQ] Zel cKiZi K B Zvi KieZiq eo niq 1Ly
11|

GB cKiZi K_v tKej 1zib QK cKizi moiU ejiZ MiqB etjbib, wZib gvotli
tcg-fugemy, mL-"tL chizi K_vejiZ MigB eis KLb cKiZ i"1q crifek mio Kii, KLb
el cKiZ t_iK Dcgv BZ'w™ Gib Zvi KieZy iPbyv KiifQb] Di™™, AKik, evZm, b™x, mg™,
cez, tg\, P°, mh bYIT chiz cKiZi GB me A% el DcvibiK Riebib™ Zii Kite”
AmaviYiftc eYbr KiiiQb| cKiZi eYbig Riebibh™i GKUr “etkd™ nijv, 1Zib cmZB
K ev miaviYFitei eYbiizB tniK AiaKisk 191118 Qie AvKii gizv Kii Degy i™ig 1"t
eYby Kii tMIQb] Avi Zvi bR e3e" 1 cKik fit2i Rb" fmme eYhv Arfbe Ges Abe™
niq DiViQ|

cKizi GKW eo A% e ietkl Dcv'vb nijv D™ | D™ ejiZ maviYZ eo eo MiQiK
tevSitg I verfb jZv Ges ZY1 DiMt™ 1B ASMZ| Riebiby™ KZ cmits KZ verfb aitbi ef],
J2v 1 Z1Yi K v th Zvi Kiezig GibiQb, Zv fiet 1ei §Z niZ nq|
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lifcmi evsjli ctiB (ebjZy tmbl MiS AfbK MiQi K_v AiQ| thgb lebjZv tmb) MiSi
IAgviK Zigl KieZig-
SD niiZKx kv, 1bFS mih
icqkvj icquj AigjKx tevi‘j
eiZvtmi etk Gnv, Drmin, Rietbi tdby;
lebj Zy tmb) MtS bikixtdi Wi cijid biig GKIU Kiezvl AQ| GB eBigi (Aetktll KieZii
GK RigMig Riebib»™ 1 1L1Qb- (GLith ckis gib tLjv Kti DP DP M|

mKgvi fmb Zvi edjv mintZ'i BiZmm 4_ LiE Riebibb i Kiezv mafU AvtjiPby KitZ
iMtq vjIL1QbN (J 91" KiitZ nBte th Riebwbb™i Kieziq dj tbBI] mKgii tmibi GK_v
mZ" bhg| tKbby, 1Zib Zvi MiS thLib GK v ijiLiQb, Zvi ~ciZv AiMB Rxebibb™i c_g
hiMi KieZy etj cemidZ cKwkZ icjizKi bigk th Kiezwl DxZ KtitQb, tmB KieZitZB
GK RigMig Rev diji K_v AwQ, cKZctq Kiezwli big cjizKi)| Riebibb i fami
ciErjichi AiMi M3 (Siv cijKING AtbK iKg diji DijL AdQ| thgb AZmi, AtkiK,
Aigi Kio, Kelx, Kik-Kughy, tKav-Picy, P gijKy, tMjvc, cjik, giaer, gagvjZy,
tgwZqy, buMk, cvgy, tkdvgx cfiZz] GQuov AviQ Avicy dj I Wajg dj| Al AiQ evejv
dj 1 ebdj| fami cEijicliz AMQ mveU, britKj dj I tkdvjx diji K v] AfbK
RigMiq tKvb diji big DijL tbB, Ta AiQ Sivdj, iviZi dj, NgS dj |

bebjzv tmbiNG AQ- P gijKy, bijtP Niimi dj | gnici_exi ciiPigK KieZig AiQ tKay
dj| ifcmi esjig AQ- Pijzv dj, W dj, meii dj, tFtiE dj BZw | Riebwbb i
0iRbiMU bitg GKIU Kiezv AQ| ObRb nvimi Qiel Kiezvg tje diji, liul 1 tFi
KieZyq hi_Kv diji DijL cvlqyh|

cKiZi Kie Rxebiby™ Zvi el Kiezig bibv cmi%iB bibrfite eql, j2v I ZiYi K vejijl,
Niimi K_v thb 1Zib vetkIfite 1jiLiQb] Nim bitg vZib GKwaK KieZvl vjiLiQb] bvbv
bvigi Nim Avi Niimi K _vibiq KZ fiteB by KZ K_vijiLiQb] thgb:

1. ci_exd me ic TjiM AiQ Nim; (Tjcmi eisjv: ifcmx eisji)
2. ...G Rieb Kie thb gtV gviV Nim niq ite
bij AKiiki 1biP ANYi tFiti GK (GB kws: ami cifijic)
3. GB Nitmi Kixi QubN tPvL Nil
Niimi ciLbvg Avgvi cijK
Nizmi rFZi Nim nig Rb4B tKib GK ibieo Nvm-gvZvi
Kitid m > AUKvi t_1K thig] (Nm: ebjZy tmb)
4. Zii fcg Nim nig Avim|
miAby,
tZvgii G™q AIR Nim| (AVKVK bigv: miZid Zvivi iZigi)




24 Dhaka Commerce College Journal, Vol. VII, No. 1, December 2015

eisjit ki cKiziz M@, ely, kir, tngS, kiZ 1 em3N GB QiU FZ WKijl Aigit i
Kieiv elv 1bigB ferk wjiLiQb] ms Z muniZ'i tko6 Kie Kuj vm I esjv miniZ'i
ien by AtbiKi KiiQ elvi Kie efj 1 L'Z| ely, tgN 1 ei6 ibiq iev b KZ me m™i
I m_K KiezZy iPbr KiifQb] Kug i Avlvipi fgN wbiq Zii 1ekieL'iZ ieinkie” fgN"Z
iPbv KiifQb] 1eLZ "ede Kie 1e™"vciZ (G Fiv e i, gin i, Kb™ gn™i tovil efj
leifni Ace ¢ iPbv Kii Agi nig AiQb] cKiZi GB FZ ibiqj L¢Z IMfq Rrebv™ Ab”
Kiet™1 ct_bviMig 247 i DiciqlZ tngS 1 kiZ FZi, ietkl Kti tngiSi K_B teik Kii
etjiQb| GRb" 1Zib AtbiKi KitQ tngiSi Kie biigB LZ| IANWY cvstil Kie 1jtLiQb-

tngs GImiQ Ze; ejtj tm,d Nbmi Iciti me reQibr cizii

Qiotq ctofQ Rij0, iIKQYTY ANiYi A~ (6 RMIZ (AN cidti/ iicmi eisjv)
tKbb-

Avgvtiv B"Qv Kii GB Niimi GB NvY niir gt i giZy

IMyvim tMjvim cib Kui,

GB Nvimi kxii QubNtPiL Nil,

Nimi ciLbig Avgvi cijK,

Nimi rFZ1 Nvim niq Rb4B Kty GK ibieo Nim gvzZii

Kixtii mv~ AUKvi 11K thig (N\m/ebjZi tmb)

Kiei Rietbi tkl kh'vl 1PZ nigiQ Uig JiBib Zvi GB ciYicq Némi Icti| tngS FZi
KuwzK gitm GK 1bRb mUiq|

eY MtUi Kie Riebi™

Mig eisjvi Ace ciKiZK tmb thi gibm T Kie Riebvy™ “wm| cKiZi Qigy mibieo, kiSN
tmg” t7n Zvi "kke "Kikvi TKiUiQ efjB Zvi‘tY'l Kie cKiziKB AfPZibi tedixK miax
KtitQb] cKiZ Zvi 1eiPT ijc- im- MU- eY ibtq Zvi KitQ aiv v 1qiQ Kixix Aegte| dij
Zii Kite'B Aigiv c_g eY A ur bibv is Gi K_v Ges M{Ui kixix —ak cB| m’v, Kitjy,
J'J, by, nj~, meR-ami chiZ is Gi edj e'eni Zvi Kite” jTYiq] Reebib 1K
AtbiK ftngiSi Kie gib Kiib KviY 1Zib Zvi KieZig evi evi tngS FZi cm¥ tUib
GibiQb | Zvi AmsL™ KieZyg famil kidi e'enitii Rb™ ZviK tKD tKD amizvi Kiel
etjiQb] AIPS Kgvi tmb R Zvi 0Kijvj hM MiS G maaiK yjiLiQb, (Zie Ay, ~ 16 eK’
evcLi i iAb G miei gfa” tm (Riebiby™ ) tbB tm aimizvi Kie| Pi ci™vl t7iki GK
enm V] Rieby™ GK PIViZ 1biRIK €3 KiiiQb Gfile, Aigvi Kie® tciYvi Drm
ibierakvy I ami cKiZi fPZbvi vFZi 1iqiQ efjB Zv gib Kii| Zfe tm cKiZ me
mgigB th ami Zv ngiZy bq|

Riebiby™ zvi GKiU Kie™ MiSi bvg 1" fqtQb lami ciEirjic) meeZ G Kiity ZutK amizZii
Kie ejvi ciq] tKD tKD tRvivijv hi® “vo KiiigiQb| 1KS Zv VK bg| tKbby, Rxebib™
th Zvi eB Gi big lami ciEujich tifLtQbN tm tZv el 1™b 1 K Kiezvi eB cKik Kiteb
Avky Kti Kti eB Gi ciEijic ami etYi nig GimQj etjB, G eBiqi big fami ciEijich
r1giQtgb| tami ciEnjichi FigkitzB 1zib Zvijicex KiitQb|
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Riebvo™ ami 1101 cikicwk Zvi Kife” KLibv Dcgig, KLibr cm¥%Z, KLibv ev GgibiZB
Avtiv AmsL” s ev elYi DijL KtiiQb] Zvi KieZig e'elZ is 1 eiYi gfa” Aigiv ciB
my, Kidgy, 1QUKEJy, 1cUIKij, evugy, oi, ami, Ligii, dKitk, te_bx, bij, bijvF,
meR, nj -jvj, Rvdivb, tmibwj, Kgjy, tgi‘b, ijcuj BZw™ | Zie by is-B thb Zii
ciYl is|

Riebibh™ i KiezitZB Aigiv ¢ g Pij faiqr g~ MiUi 1e» igYiq niZi fcje Abfiz
Abfe Kii-

K T K Prj taugy MU-ami kvoxi Y~ i
tkbv hvg gvbili G igi cith brie
te~bvi MU fitm|

fibRb niimi Qied KieZig Riebib™ ujtLiQb N {ivZ thb tjei diji gizv biTi MU i 1q
tNiv] tb91iTi MU v iq tNiv) GLitb MU k&l ejiZ Kie bYIiTi Awtjv i™ig tNiv ev
bIiTi Aitjig AtjuKZ iwTiKB eiStqiQb] bfifTi AdjitkB Kie btTi MU etjiQb|
A wr thLib “vfueK At MtUi mi% tKib me(K thB, tmLibl Kie MU k& eenii
KtifQb] Riebibb i GB k&MtUi Abfe Aigit™i cA Bv tqi gta” aiv cto bv| mgitjiPK
etjiQb Riebiby™ tPiL 1" 1q tkiibb Kib 171q t7iLb] bBtj Riebibh i ImcK iuTi MU
(i tq citby brie te bvi MOD Aigvt™ T bumK™Min" ng by tKb? GB MU PY[, KY , bumK’,
iIRnVy 1 ZK GB cA Bp fqi tKibiUiZB AbFZ ngib] GLitb cithv te bvi MUK eSizZ
nte citby “%Z| Avi mcK iwTi MU n#Q M iwTi A Z] MU GLb bumKMin" MU
bg, Ai ZRZ|

Riebbb™ i Br qggzvi “k'MU ~Okw™ Bp q fertai IPTKT ibgitY 0gZ'i AuMi KieZuU
ie SgKi mioN
t1L1Q meR cvzv ANitYi AUKWti nigiQ nj~,
INRiji Ribvjvg Atjv Aii ejerj KiigiQ tLjy,
B 1 kiZi 1viZ tikigi gZ tivig guLqiQ L~
Pitji ami MU Zithi ifc nig StitQ “teji|
(9Z'i AWM ; ami ciEijic)

rFiR 1giNi “cti aibimio b™aUi citk IPEg i Kibii febig GK Kusieviai MU bt Onig
IP§0 KiezwU ezvim Avb wjZN

nig WP, tTrvbwy Wwbvi P, GB vFiR tgiNi ~cti
Zig Avi 1K1 v bviKv Dio Dio abimio b xUi citk!
tZigvi Kibvi mii fefZi diji gizv Zvi wb tPIL gib Adm!
ci_exd 1Ov iVRKb' ™1 gtz tm th PHj tMIQ ifc ibiq “ii:
Avevi Ziniti TKb tWEK Aithv? tK nig U~ q Lto
te by RitZ Fijvertm!

(nug WPj ; ebjZv tmb)
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hkikiii kiai gzb mUv Avtm) Avi Piji Wiig th ti8i MO K, Riebib B ¢ g
lebjzv tmbd Kiezig tm Dcjiai K_v etjiQb hv ciVKIK Abi w™Z Abftei At ZR
Kii t7q]

tcgterta Riebiby™ “ik

Kie gVIB fcigk, fcg I tmb thi cRvix] fcg I tmd thi mnRiZ DcjiaiZ Riebib™ |
kikZ tcigk| 1KS teg 1 bvix gnr, m™i 1 cieTzvi AKi nig aiv 1 qib Riebibh™ i
Rietb] fMieoZ niq relY, Aem™M Zig tcgiK LiRiQb ASgiLbzig] Zvi AvaKisk
tcigi Kiezig AZRZii GK ARibv fe™bii tMich Arfim cvlgr high

Fitjvietm toiLquQ tgfqgvbilii
Aetnjv Kti Aug T iLauQ fgiqgvbilii
NYy Kii tiLouQ fgiqgvbilii
Aigiii tm fujenmaguiQ
AumaitQ KitQ
Dicqlv fm Kii1Q Avgiii,

NYv Kfi Pij tMIQN hLb tWEKIQ evti evti
Tt jvietm 2|

[feva: ami ciEijic]

tcg 1ielgk AKiIZ, cuB, Dicqlv, NYiN meikQi 1bgg v KietK relY KiifQ] ZiB ngtzy
Zvi KieZig Nti-idii wein-iet"Q", gib-Arfgib, ceiw- AbiM, Aiby™-te by mnRiZ ifc
"eiPfT" TWb tciqiQ] e e Rietbi ev RMIZi bugKit™i DJimZ wePiY Zii KieZig AiZ
Mmy 1 1] AZdZi bugkvt™ i gL"Qie Kiei  cgqZvg D™wmZ niq DiV] ciowii AiYgy
mbviji “Rkx gLgEtji cikicnk tkdwjKy tem, miAbi, miezZy, miPZbr cglL bixi
K vl GK Avaevi 11V Aim ielY te~big Fi Kii| Kiei iLb-iK6 Rietbi “enielv™M Zvi
HFZi GK IPj1Z kudi cik 1 1qtQ lebjzy tmbiN

Pwin™ K Rietbi mg™ midb
Aigiti " E kud 1" tgiQt gy biltii ebjZy tmb
[ebjZv tmb : ebjZy tmb]

Nii-eBfi Amoe AgbilK Dicqlv, NYv Avi Aeinjvg gn'gib Kie Ze Zv evievi fcgiK
Anfib RubiqiQb GBfiteN

Zig Ptj Am tcgN Zig PEj Am KitQ ictq|

[fcg : ami ciEijic]
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A_erm tc TIKIZ v 1giQb tegiK mKj ki3i Icti, 0 mKj kiSi AiM tcg Zig- 1Zigvi-
Ambi [tfcg:ami ciEijic), tcigi ciZ AMZ ci b tlech™ Kie 1PIET cKik NiUQ
GBfiteN
01iM teg, N evzimi gizy thB 1" 1K hvl Pij
Avgiti Dovtg j I Av_tbi gZb ZLbi|
[fcg : ami cVEijic]

tctgi mite Kx iKg madK 1Qj Kiei? Kiei KieZy t_tKB Aigiv G ciki DEi ciBN
GKi~b N GKivzZ KtinQ tctgi mit tLjv]
GKivZ N GKi*b KtiiQ gZ'ti Aetnji]
GKir'b N GKivzN ziici tcg thMiQ PN
[fcg: ami ciEijic]

mZivs GB te by ibtq, NYv ibtq, eAbr ibiq Kitivi ct9] Ngtby mae bg, Kiel NgitZ
citib 1N
1M tcg,N tm me Fj iMiq tK NgiZ citi?
[fcg: ami ciErjic]

Kie hZB ejb by tKb, imiAbi, ABLitb thiquoitKi Zigd Ze miAbv Pty tMiQ Avi Kie
te~bvi mi TibiQb cKiZi ijc- im- MU, WPHji Kibig Avi Ki‘Yvi AwZ diU DiViQ Zii
KieZgN
tK nig (°q Lio
te~bv RIMAZ Frijverim|
[nig 1Pj: ebjZv tmb]

KiiY Otctgi mnm-mia - ~c jiq fetP 1 1K " v ciB, NYi-gZ" ciBIN tNvlYy Kti l Kiei
HKwSK vekim, GKgiT bvixi Aciitgg kxikij fitjremig ci_exi mKj 1KQ gai niq hig,
ntq hig vetki mKj v - gvah- tm$~h Dt
gbeiK bq bvix, Ta tZigiK Fit jifeim
e1SIQ G ibiLj ek Kx iKg gai niZ citi|
[fZigiK : fejv Atejv Kvjieji]

Riebibh™ i Riebtera

Riebiby™ Zii ArikK 1cZi-giZii Rieb kbiK MnY KiiiQijh iebqiPtE] ~FieZB 2t i
elpagbfiZl Zvi tPZbig cfie tdijiQj| 1KS Zvi NiboRbi™ 1 KiQ t 1K Ribv hig,
Ckiii A 1Z tgidUl zZvi vekim 1Qj bv] Aek™ Zvi tjLv Ges RiebPiY 1etklY Kiij
ZitK mskgev'x etjB gib ngq] G cmi% AIPS'Kgi tmb R (1903-1976) Zii ASi%
Riebib>™ bigK cetU 1j1LiQb,iRMiMm KiiiQjvg 1K gitbv? tFteiQjvg, nqiz ejte, CKi
gwb| g tnim ejij gibili buZiea gub]0
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Ugm KijBji Filvg, Igibtli AiiKzy | zvi 161 MFizZB ZiK Kie Kii 1z |0
Riebibh™1 Kie™ fiebig Gi mZ'Zv cZ'[iMPi] Riebi»™ 17kiK, t7iki gibliK
fitjvtetmiQb] gnvzy MiUri (1869-1948) Ici Zvi GKwaK KieZi Ges IPEIAb “1k
(1970-1925) maitK t keU KieZig vZib t7iki “vabZy Ab vjbiK mg_b KtitQb|
Zte gib citY 1zib FitZi ALEZdK aviY KtitQb] cPxb FiitZi Hizn", Awb- mgxZiq
iZib AiZMe AbFe KtiiQb tZgib BstiR kimtb gibeZii Aeqiq ciioZ nigiQbR
QuVi dmj, tjv evi-evi Nii
tZvjv niZ Miq Ze mgt™i citii e i
cli"Qbfte Pij tMIQ]
(bweKx : miZiU Zvivi v2igi)

BstiR:™i tkvlY I AZ'WPitii dij ewsjvg mé 1350 Gi gSStii fqenzZy maGiK Aigiy
RibtZ cui zvi tmiziV Zvivi vZigid Kie'MS t_tK| Ta BstiRt i eeiziB bg, fiitZi “B
carb mad g i Ngmjovibi AgvbieK mal wgK “waql 1Zib Mfi te”br teva KiitQbl
ZB 1926 L+id KjKvzig i -gmjgitbi “Waq vZib mie nigiQb] GgbiK 1946
migl > gmjovtbi DBE Mnieevt™ bRi‘tji gizZB 1zib mie| Zvi On™ gmjgubl
Kiezig @ _nib KIE tNilYy KtibR

0G FriZfig bintKy tZvgui, bintKy Aigii GKy,
tn_vq ctotQ ™ i Quc, gmjoutbi tiLv|0
kimK tkiYi m6 “fql I gnihixi Aelq Kie PEIK €1 Z Kii ZijiQ] tmzil Zvivi
iZigi) Kie™ MiSi Avakisk Kiezig GB relqiU cizdijZ nigiQ] mizil Zviv Af_ 1Zib
mRilgELgi mZiU ZvivtK Dcj 9T KiitQb| FiMvj kit 1 Kj'vtY Aigiv Rub, DEi AiKitk
enr FjKIKiti ev jajikiti Aer™ Z mizil b TB nijv- mRilgEj | tRWZlieAvbriv ginP,
AT, Aitsiv, ¢, cjn, T'Z 1 erkd GB miZRb tetké Fili bigomii beTT_uji bigKiY
KtitQb| cwPxo FiitZi GB miZRb Fili bigwtZ Zviv_vj FitZi gv vi Ici DEi AKitk
t 1K Avgvi™ 1 TINKvg ati Avigvirig AmiQ A_wr Agiv FiiZxgiv GB etk Fili™ i Rieb
K v 1 Kigi Kvt 1K N b afi Ab vf Kii AmiQ| tm Avtbi Aitjvi cizdjb 1zib
gbili Rietb NURZ tPiqiQb] (mizl Zvivi 1Zigil Kve™ MiSi bigKiY tm BiaZB enb
Kii |
eisjvi cjx cKiZi ciZ Zvi 1QJ bvoxi Ub| Rietbi ctqRib c_g thieth IKQi™b 1" jiiZ
KR Kitjl ciezx Rietb Afie miEl esjvi eBti hibib| esjvi ciZ ibieo AKIY
cKikZ niqiQ lilcmi essWi Kiezv vjiZ] G Kite'i (tZigiv thLtb mial KieZwg Kiei
eisjvi ciZ bgMzvi Dcjia ~pZig D"PuiZ nigiQN
tZvgiv thLtb mva POtj hvlNAwg GB eisjui citi
i0tq hve; tTile Kiijcizy SiitziQ thtii ezitm;
tiLe Ligri Wvov kwjtLi mU'vq ing niq Autm
aej tivigi btP Zimvi nj~ Vs Nitm AUKiEi
tbiP P1jN GKeviN™Bevi Zvici nvir Zinii
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efbi inRj MQ WK 17$q Ibtg hvq U 1qi citk;
tiLe tgfqry nvZ mKi*YN kv'v kiLv ami eiZvim
kioLi gtzv Kit™: mU'g “vovj tm cKiii adti,

AKwegIZ critek iPbig Riebib™ 1Qtjb mxn™ | IKi*Y kivi gz ~bi, itcPvi Wibvi gZ
AUKiil ev (DIUT Mieri gZ b~ &z bzb Fitl", bzb e"Abig, kavejr ev e etUi cZiKx
e'eniti eisjyv Kite'i Fifvi mgx ntq DiVIQ] Avevi tRrevgiLy ViEv Kb™ gtV B Avi
tcPvi Aleivg AvbiiMiby tgivi Pii 1 PiDib wbigl 1nZgZ GK Aw gZii ciitek 16 Kii
Pij| e ev AcY tctgi BiZK vi equib Giv meB Riebvbdh™ 1 Kie“fetb 1bZ" Aizi_| G
AwgZy GKirK t_1K gZ" tPZhvi BiiZen| nj~ cizvi tecidZ kv v ietkIYiUT Aleivg
e‘enii GB Bi2ZiK Aril cKUZi Kfi tZigg| kv niZ, kv“v nvo, kv'v kmii gZ nfiK
iIKg ki'vi cziK ingkiZj ev kiz_ gZ" I welYZvi ciitek #iPZ ng] Ggib Kii
Riebvbdh™ i tivgmwUK —cPwiZig AvaibK Kie'tPZbvi cizdjb NiU thgb ielfq tZgib ev
ZiZwaK Zvi Kie" cKifYi ArfbeiZ| wTKiTi Abb'Zy, Dcgr cZitKi ArfbeZ Ges
kidi eenwiK “erkd” Zvi Kiezvi th cKilYK imix NiUiqiQ ZvtK AvalbKZvi DEitY
DEivaibKZvi gBjdjK ejv hq ibidavq |

Dcmsnii

“iIoMinT gjigtb Reebibh i Kie'fiebtK ¢ g cWKmeftL Zij atib Kie exi™e em
(1908-1974)| 1Zib Zvi 0Kiezy) ciTKig Riebib™ “vk maliK etjb, (Aigi i AvaibK
Kiet™i gfa” Riebi»™ “vk metPiq 1bRb, metPiq ZS| essjv Kife'i cab Hizn" 1_iK
1Zib 1er"Qb, Ges tMijv "k eQti th me Avb vjibi ftaMor Aigit™i Kie'RMiZ PijiQ
ZiiZ1 tKib Ask 1Zib MnY Ktib wb] 1Zib TaB Kiezv tjiLb, Mi 1Ksev ceU tjiLb by,
iZib GIK ~fie JIRKZiq gdt jewmr GB me KvitY Avgvi™i mwnZ” i%giAi o c e
t 1K wzZib mawiZ thh LubKUv ~1i iMigiQb] AvaibK eisjv Kite'i AtbK AvijiPhr Avgvi™i
fPiL ctotQ hitZ Riebv™ “viki DijLgil thB| A_P ZitK er” "t 1930 cieZi eisjy
Kite'i tKvtby medY AvijwPbv niZB cvii by, GB mggKvj 1Zib GKRb cab KieKgy,
Agit™ T cricY Arfibiek Zii cic|

Zte tm Arfibtek 1Zib RieTkiq cibib, fciqiQb gZ'i ci| Riebib™ th AvaibtKiEi
minfZ" AdiS fiebii tLiivK Zv eZgib MfelKi™ 1 1biSi ciPoig cizfiz nf"Q| Kiel
RbtkZel AiZws nlqui ci ZiK ibiq - 1k-1lef™ 1k MielYy, AvijPbv I mgitjiPhii cej
So efq PJIQ| Zvi AcKukZ iPbv hv cKukZ mioKigi Zjbig AtbK terk Zv eZgith
AlbKistk cKukZ nigiQ Ges ni"Q] Zvi Kie'midi xKiZ vib MielKMY KicY" Kiihib]
eZgwb MielKi™ 1 tKD tKD ZitK tkd AvaibK Kiei Arfaiq fil Z KiiQb]

AEj gibvo "'mg™ (R.1943) ZitK (1xZg Kied et Qb (1xZg) GB ietk1YiU Riebvb 1K
h vh_fite Dc vcb Kti| GQiov Avi tKib ArfaigB ciicYfite Rxebibdh 1 Kie'tedtai,
Rieb~kibi Dcjiai MFiZi itK 0k Ktitb] cig Arfibietki mi% Rxebib»™tK citV
CWKgiTB 1e $tqi g»Ziq rfb GK RMiZ AeMinb Kii hv AiZiPZib™ ibgMzii dj " iic|
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A Content Analysis Measuring the Communicative Potential of
Activities in English for Today for Classes 11 - 12

Md. Moinuddin Ahmed *

Abstract

This article investigates why the learners' development of the communicative
competence is much less than the requirements set by the textbook English for Today
for Classes 11-12 at the Higher Secondary level in Bangladesh. For this, a content
analysis of exactly half of the textbook was done to see to what extent the activities in
the book are communicative. The findings of the content analysis of the book show
that the book was written according to the communicative principles. However, the
data show that the appearance of various activity types is not balanced. There is low
input in the form of exposure to new information since there are only a few listening
activities. In addition, the development of receptive competence is hindered by the
requirement to develop productive competence. This is compensated by the great
number of passages used for reading comprehension categorized as application of
information. Activities like communication with physical response and transfer of
information are also very few in number. Moreover, the absence of information-gap
activities provides no opportunities for learners to practise negotiation of information
considered the most communicative of activity types. Finally, the less emphasis on
language-focused activities mean that the syllabus gives attention to strong version of
CLT that focuses on learning a language by using it.

Keywords: English Language Teaching; Communicative Language Teaching; Communicative
Competence; Authentic Materials; Information Gap Tasks; Content Analysis; Negotiation of
Meaning

1. Introduction

As a result of globalisation, there now exists a strong requirement for a global
language. For many reasons English has earned the prestige of being that language. In
fact, English has now become a powerful tool for accessing technology, jobs,
education, and much else. To enter the gateway of world knowledge, to communicate
well internationally, and thereby to find a lucrative profession home and abroad, one
needs to make the best use of this tool. Though this increasing importance of English is
strongly felt in Bangladesh, as elsewhere in the globe, the ability of Bangladeshi
graduates to use and interact in English is not high accordingly for global purposes.
The mismatch between the importance of the English language and the need for
development of English Language Teaching (ELT) has rather worsened the situation.

* Md. Moinuddin Ahmed

Associate Professor, Department of English, Dhaka Commerce College



32 Dhaka Commerce College Journal, Vol. VII, No. 1, December 2015

The Government of Bangladesh, realizing the problem, proposed to solve it introducing
Communicative Language Teaching (CLT) at the secondary and higher secondary level
in the country. From 1996, under the supervision of the National Curriculum &
Textbook Board (NCTB), the English Language Teaching Improvement Project
(ELTIP), and the British aid agency Department for International Development (DFID)
jointly funded and worked for the preparation and production of a series of textbooks
entitled English for Today from Class 6 and onwards.

The new textbooks are supposed to be communicative, and when students, after five
years' study of the books from class 6-10, come to Class 11, theoretically they should
be familiar with the communicative approach, but in practice they are not.
Consequently, the problem exists with the students regarding their performance in the
global context.

Though the Government of Bangladesh has not run any official investigation as to why
the English for Today books have failed to develop the much expected proficiency and
communicative competence of the learners (Nesa 2004), researchers, educationalists,
teachers, etc., have tried to identify various causes underlying the problem. In fact, the
problems might remain with the textbooks, in the proficiency level of the teachers, the
linguistic ability of the learners, the way the books are implemented in the classroom,
or in the evaluation procedures. However, before reaching a conclusion about the
probable causes, it might be useful to look at the books first. In order to do this the
present researcher decides to evaluate English for Today (EFT) taught at the Higher
Secondary School Certificate (HSC) level in Bangladesh.

This article, therefore, investigates why the higher secondary learners' development of
communicative competence is much less than the expectations. In order to do this, the
article aims to explore how far the activities in EFT conform to communicative
approach to teaching English.

2. The Statement of the Problem

In Bangladesh, students enter the tertiary level of education studying English as a
compulsory subject for twelve years and are supposed to be taught English according to
Communicative Language Teaching (CLT) from Classes 6-12. However, their ability in
all the four skills, especially in speaking and listening, remain far behind the
expectation of national and international universities and the requirements of
employment potential of the graduates (Chowdhury 2006, Hoque 2008, and Alam and
Sinha 2009).

In fact, the learners' potentiality to improve their communicative competence depends
on how far the activities in the EFT are communicative, classroom implementation of
the book, system of evaluation, etc. The researcher of this study, having been teaching
English at the HSC level for several years, feels the urge to explore the challenges
lying in the EFT.

This research attempts to analyze the communicative potential of activities in the
contents of the EFT and explore how far CLT has been successful in developing
communicative competence of HSC learners since this was the aim of National
Curriculum Textbook Board (NCTB) when they introduced the EFT. For this the study
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needs to evaluate the EFT to explore to what degree activities in the book are
communicative. Therefore, the research question underpinning this article is - To what
extent are the activities in £FT communicative?

It tends to be true that, even after studying the EFT for two years at the HSC level,
students are unable to communicate well enough in English for the purpose of study at
the tertiary level, in the job market, or when they travel abroad for these two reasons
(Chowdhury 2006). Therefore, it has become a priority to identify whether activities in
the EFT are communicative or not, and if they are, to what degree they really exist.

3. Literature review

For Anderson (1998), any 'successful research is based on all the knowledge, thinking,
and research that precedes it'. Since this study involves evaluating the use of CLT at
the HSC level in Bangladesh, the researcher intends to review what the literature says
about CLT, its basic principles, and, at the end, elucidates some communicative
activities that conform to CLT.

The communicative approach to teaching a second/foreign language refers to a major
shift in language teaching in Europe in the early 1970s (Thornbury 2006). It was then
found that learners might have learned a large number of sentence patterns without
knowing how to put them to communicative use (Widdowson in Swan 1985). Also,
communication needs learners to perform certain functions (Richards and Rodgers
2001), such as agreeing, disagreeing, inviting, promising, etc., within a particular
social context. Such observations are sufficient to change the goal of language learning
from linguistic competence to communicative competence (Hymes in Savington 1991).
The change is eventually referred to as Communicative Approach (CA), 'a way of
helping learners to practise the skills needed to put their knowledge of the foreign
language into use' (Thompson 1996:37).

To be communicative, people need a purpose for communication (Harmer 1982 and
Xiaoju 1984). From the listener's response, they can judge whether the purpose has
been achieved or not. The speaker has also a choice of what to say and how to say it
(Larsen-Freeman 2000) which is 'determined by the setting in which the language is
used, the speaker's relationship with the listener, and similar matters' (Swan 1985:6).
For successful communication, the listener must also have a desire to listen to the
speaker, feel concerned, and process a variety of language in order to understand what
the speaker says (Harmer 1982). Communication matters most in the language
classroom for it seeks to 'promote interpretation, expression, and negotiation of
meaning' (Kumaravadivelu 1993:12). There, learners need to be active and 'encouraged
to ask for information, seek clarification, express an opinion, agree, and/or disagree
with peers and teachers' (p. 12). For Kumaravadivelu, the strategies that make a
language classroom communicative are creating learning opportunities in class, utilizing
learning opportunities created by learners, facilitating negotiated interaction between
participants, activating the intuitive heuristics of the learner, and contextualizing
linguistic input.

Therefore, 'communicative competence' refers to the ability to use language
appropriately in different circumstances. It involves knowing "when to speak, when



34 Dhaka Commerce College Journal, Vol. VII, No. 1, December 2015

not... what to talk about with whom, when, where, and in what manner" (Hymes in
Thornbury 2006:37). This notion of 'appropriacy' re-defined the goals of language
teaching and steered the development of the communicative approach.

For Richards and Rodgers (2001:155), CLT 'aims to make communicative competence
the goal of language teaching and develop procedures for teaching the four skills that
acknowledge the interdependence of language and communication'. Thus, the goal of
CLT is 'to enable students to communicate in the target language' (Larsen-Freeman
2000:128). To attain this ability students need to comprehend linguistic forms,
meanings, and functions. They need to know that many different forms can be used to
perform a single function, and a single form can often serve a variety of functions
(Littlewood 1981). Learners then need to choose the appropriate forms for particular
roles in a particular context. They must also be competent at negotiating meaning with
their interlocutors (Littlewood 1981). Celce-Murcia, Dornyei and Thurrell (1997) sets
the goal of CLT as 'to go beyond the teaching of the discrete elements, rules, and
patterns of the target language and to develop the learner's ability to take part in
spontaneous and meaningful communication in different contexts, with different people,
on different topics, for different purposes; that is, to develop the learner's
communicative competence' (p. 149).

The emphasis on real-life language use has brought in the widespread use of authentic
materials (Thornbury 2006). The advocates of CLT emphasise using authentic materials
to give learners a better exposure to the world outside the classroom (Nunan 1989).
Pictures, articles, etc., from newspapers/magazines, live radio, or any kind of realia
that can generate a lot of discussion can be used as authentic materials in the classroom.
With these, learners can develop their own strategies to acquire the language as it is
really used (Gower, Phillips, and Walters 1995).

However, the term 'real-world' does not suggest that a classroom is out of this real
world. Rather it is unusual for real-world tasks not to be modified when practised in the
classroom, e.g. a recorded interview can be slowed down or played several times to
improve listeners' comprehension. Widdowson (in Nunan 1989) calls this a 'rehearsal
approach' to language development. Adapted texts relevant to various academic
disciplines are, thus, widely being used now.

There are also several pedagogical arguments for pair work and group work, e.g.
a. unlike lockstep practice, they increase the amount of active speaking and listening
in the class (Nunan and Lamb 1996);

b. they reflect individual differences such as personality, interest, etc. (Long and
Porte 1985);

c. they promote a positive affective climate in the class since participants contribute
to the discussion overcoming inhibitions to speak before the class (Ur 1996); and

d. personal involvement makes students feel immensely motivated (Long and Porter
1985).

Teachers sometimes worry that during pair/group work learners' linguistic errors go
unnoticed, and they learn from each other's errors. Nunan and Lamb (1996) dismiss the
idea saying that during group work teachers may move around and make notes of
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frequently occurring errors to deal with during the review sessions. Krashen's (1995)
monitor hypotheses also claims that learners receive modified input as children do in
L1. Shatz and Gelman (in Ellis 1981) provide evidence that four year old children can
modify their speech while talking to two year olds. Besides, when somebody monitors,
participants become more conscious (Ur 1996). In addition, during such interactions,
'those who know less can learn from those who know more' (Bourke 2006: 282).

4. Communicative Activities

'"A communicative activity is one in which real communication occurs' (Thornbury,
2006: 36). It comes in response to the more communicative demands of a language
classroom. The common activities found in the literature are as follows:

4.1. Information-gap Activities

In information-gap activities, the essence of being communicative (Morrow and
Schocker 1987), one person knows some information that the other person does not. If
both the interlocutors have the same information, the activity is not called
communicative. In such activities, the information required may also be distributed
among the participants in a group. To achieve the goal they have to share the
information they have with others.

The key information-gap activities include picture strip stories, scrambled sentences,
jigsaw activities, spot-the-difference task, describe and draw, etc. The negotiation of
meaning involved in information-gap activities reflects Morrow's (1981) three
communicative demands of an activity. First, the information gap sets the purpose of
the learners as they need to solve a problem through prediction. Then the learners have
a choice of both language and content in trying to reduce the gap. Finally, they get
feedback on whether their prediction is right or wrong.

4.2. Discussion

Discussion is the most natural and effective way of practising speaking freely (Ur
1981). Helping learners to learn to speak by speaking (Scrivener 2005), it helps to
develop fluency (Harmer 2007).

4.3. Dialogues and Role-plays

Most of learners' efforts at oral communication come in the form of conversation or
dialogue (Brown 2001). Dialogues make learners aware of the typical features of
spoken language (Bilbrough 2007). On the other hand, role-plays offer opportunities for
practising communicating in different social contexts (Larsen-Freeman 2000) where
they imagine themselves in situations outside the classroom (Ur 1996). Role-plays can
be (a) structured, where learners have no choice regarding the language they use, and
(b) less structured, where learners choose the language (Larsen-Freeman 2000). The
less structured way is more fitting with CLT since the participants do not know what
the other speakers will say, and the feedback from them signals whether they have
communicated effectively or not.
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4.4. Language Games

Although learning a second/foreign language is often a hard work, games can make it
enjoyable (Lee 1979) through creating contexts (Wright, Betteridge, and Buckby 2006).
Games often involve emotions and thus help learners experience meaning more vividly
(Wright, Betteridge, and Buckby 2006). Gradually, learners stop thinking about the
language and start using it receptively and productively (Lee 1979). Games are
'learning-rich, varied, and interesting' (Ur and Wright 1992:x). For a communicative
classroom, games are important because 'they have certain features in common with real
communicative events - there is a purpose to the exchange' (Larsen-Freeman 2000: 126).

5. English for Today at Higher Secondary Level

English for Today for Classes 11-12 (EFT) is based on the principle of learning a
language by practising the four skills in an interactive mode. Rahman (2001a) suggests
that since the focus is on the communicative functions of language, the aim is to
provide sufficient opportunities for students to use English for a variety of purposes in
different situations. The book also does not disregard the role of grammar. The preface
of the book says 'instead of treating grammar as a set of rules to be memorised in
isolation, the book has integrated grammar items into the lesson activities allowing
grammar to assume a more meaningful role in the learning of English' (Rahman
2001a). It also recycles commonly used structures and grammar items, instead of
introducing the complex and rarely used ones, to provide opportunities for learners to
practise them in a variety of situations (Rahman 2001b).

5.1. Syllabus Rationale

The EFT is based on 'a multi-strand syllabus consisting of topic, functions, structures,
activities, and lexical items' (Rahman 2001b:2), all of which are linked with the four
language skills. Each topic is matched with appropriately selected grammatical and
vocabulary realisations (Rahman 2001b). The book is divided into 24 units and each
unit, based on a theme, has several lessons (153 in total) that contain reading texts and
a range of activities for learners to practise the four skills mostly in pairs/groups. One
particular lesson may focus on one particular skill, but the unit as a whole focuses on
all the four skills equally (Rahman 2001b).

5.2. The Syllabus Objectives

The objectives of the syllabus of the EFT, as prescribed by Rahman (2001b), are to
increase learners' motivation by raising awareness that they are learning the language of
the real world which is useful to them, help learners communicate in a variety of
situations, and help learners develop the four skills of the language that learners may
communicate accurately and appropriately.

The objectives also relate to developing learners' communicative competence by
making them practise the skills rather than only listening to the teacher. The EFT,
therefore, includes a variety of activities for them to practise (Rahman 2001b).

Since translations of any type prevent learners from successful communication in
English, the book discourages translation from English into Bangla or from Bangla into
English to allow learners to develop their English skills using English (Rahman 2001b).
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5.3. Scopes for Practising Communicative Skills in the EFT

The EFT keeps opportunities for learners to improve listening through pair work,
listening to teachers' reading comprehension passages or giving classroom instructions in
English.

Among the activities there are information-transfer tasks, comprehension questions
(finding answers for pre-listening questions or answering questions such as multiple
choice questions, true/false, ask and answer questions after listening to a passage), and
games. The teacher's guide emphasises that the purpose of the listening tasks is not to test
students' listening ability, rather to develop their ability in listening (Rahman 2001b).

The EFT also emphasizes developing learners' ability in oral communication. It stresses
the teaching and learning of English 'as a form of communication rather than as an
object' (Rahman 2001b:7). The teacher's guide gives clear instruction that mistakes are to
be given less importance in fluency practice than in accuracy practice. Mistakes may be
considered only when they prevent communication. Otherwise, constant correction
prevents developing fluency and damages learners' confidence (Rahman 2001b).

For Rahman (2001b), there are opportunities for both controlled and freer oral practice in
the book. The controlled types include use of pictures, acting out dialogues, and written
questions with the instruction 'ask and answer these questions' intended to be used as
pair/group work. The freer activities include talking about pictures (warm-up activities to
develop learners' schema and encourage sharing personal experiences in pairs/groups),
discussions, guided dialogues (making similar dialogues using personal information) and
games involving pairs, groups or the whole class.

The EFT also gives particular emphasis on learners' developing reading sub-skills such as
skimming, scanning, inferring, etc. (Rahman 2001b). The activities involve guiding
questions and comprehension questions. There are also information-transfer tasks. Some
other activities can also improve the learners' reading skill, such as cloze passages and
re-ordering.

Writing tasks in the book are presented in a way as if learners would communicate
information to someone they are unable to talk to. Since at the Secondary School
Certificate (SSC) level learners have practised writing at the sentence level, writing in
EFT integrates other skills, especially speaking and reading (Rahman 2001b). Most of the
writing activities consolidate the structures and activities used in the lesson. The tasks are
usually preceded by sharing ideas in pairs/groups, making notes while discussing a topic,
and expanding notes into an organized piece of writing (Rahman 2001b).

The main writing tasks involve note-taking, gap-filling tasks, providing information
under given headings, information-transfer, writing from a semi-model, reordering
(organizing ideas), and free writing (representing real-life, meaningful activities). For all
these activities 'drafting, re-drafting, proof-reading, peer-editing etc. are encouraged'
with a view to developing learners' 'habits of successful writing for later life' (Rahman
2001b: 12).
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Therefore, as it is expected (Rahman 2001b), the integrated approach taken towards the
four skills of the language, the great number of activities requiring learners to have
creative discussions on the lesson topics, warm-up activities to develop learners' schema
and encourage sharing personal experience, controlled and freer oral and writing
practices, emphasis on improving reading sub-skills, the literary texts aimed to develop
skills further, integration of grammar items in reading passages and other lesson
activities, and the question patterns show that the EFT upholds a communicative syllabus,
and not a grammatical one.

Thus, if the book is taught according to the instructions given in the Teacher's Guide
(TG) (Rahman 2001b), learners will be discouraged in rote memorization and following
the commercial guide-books (Billah 2008 and Khan 2005) that translate every passage of
the textbook and write all the answers for learners to memorise. Also, including often
more than a hundred model test papers for learners to practise for attaining good grades
in the exam, these guide-books discourage both teachers and learners from following the
instructions in the textbook.

6. Research Methodology
To collect data for the question- To what extent are the activities in the EFT

communicative? the researcher considers various alternatives and decides to do a 'content
analysis' (Anderson 1998:101) of the EFT.

6.1. Content Analysis

Content analysis 'refers to the systematic description of the contents of documents'
(Anderson 1998:101). It involves structuring a measure for 'counting concepts, words, or
occurrences in documents and reporting them in tabular form' (p. 102). For Burns
(1999), the principal advantage of content analysis is that others can check the way one
has classified the data that increases the reliability of the analysis. To Anderson (1998),
however, the major limitation of content analysis is that it counts 'only what is there and
rarely what is missing' (p. 102). To guard against this impediment, he proposes another
approach to content analysis that involves the 'development or use of a formula or scale'
that, according to Cohen, Manion, and Morrison (in Mizumoto 2007), ensures the
reliability of the analysis and reflects the purpose of the research.

6.2. Setting up a Measuring Scale

For Burns (1999:167), 'the most challenging aspect of content analysis is setting up
relevant coding categories. The more specific [one] can be about defining the category so
that it is unambiguous and does not overlap with other categories, the easier it is to code
the data'.

However, though it is not easy 'to draw a hard and fast distinction between
"communicative and non-communicative" tasks' (Nunan 1989:10), in order to collect
data for the question of this study, the researcher first consults Dubin and Olshtain's
(1986:98) seven point 'scale for assessing the communicative potential of workouts'
which is shown below
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Figure 1: Scale for assessing the communicative potential of workouts

Most interactive/communicative least interactive/communicative

1. New information is negotiated

Includes expression of, reaction to, and interpretation of new information. For
example, most workouts for small groups if the interaction among members of the
group is in the target language.

2. New information is expressed

For example, making up a questionnaire, writing a letter or composition, giving an oral
report, leaving a taped telephone message or a written message, providing information
to someone else.

3. New information is used or applied

For example, writing a letter in response to an advertisement, filling out organizing
main ideas in a logical sequence, strip-story activities, gathering information outside
class or from peers.

4. New information is transferred
For example, filling in a table or chart, completing a graph, putting indicators on a
map, copying information.

5. New information is received, but there is no verbal reaction
For example, communicating with a physical response, such as drawing a picture,
following a route shown on a map, following instructions to construct something.

6. No information is processed: focus is on form

For example, mechanical operations such as ordering, combining, adding, deleting,
substituting, practicing a dialogue which has been memorized; reading aloud with
attention to pronunciation.

7. New information is received (exposure only)

For example, listening to a song, hearing a story read aloud, watching TV program, or
any extended listening period activities that do not require a physical response.

Dubin and Olshtain's (1986:98)

Afterwards, the adaptation of this scale done by McGroarty and Taguchi (in Frodesen
and Holten 2003) is also consulted which is as follows
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Table 1: Seven point scale of least to most communicative activities

Least Activity types and explanation

communicative | 1. Exposure to information

This type of activity involves exposure only.

2. Mechanical operation

This type of activity mainly focuses on language forms.

3. Communication with physical response

This type of activity requires no verbal reactions after information is received.
4. Selective transfer of information

This type of activity requires learners to transfer new information to
something such as a chart or map.

5. Application of information

This type of activity requires learners to use and apply new information.
6. Creative expression

This type of activity requires learners to use and apply new information.
7. Negotiation of information

Most This type of activity includes expression of, reaction to and
communicative | interpretation of new information.

Source: McGroarty and Taguchi (in Frodesen and Holten 2003)

Both Dubin and Olstain, and McGroarty and Taguchi include grammar in addition to all
the four skills of the language in their measuring scale. On the other hand, while adapting
these two scales, Mizumoto (2007) includes only speaking and listening for evaluating
her textbooks and catagorises activities according to that. The categorization is given
below

Table 2: Categorization of activities by Mizumoto

Activity Types Examples

1. Exposure to information a. Listening comprehension with estricted
responses

2. Mechanical operations b. Listening comprehension with responses

c¢. Sentence practice

d. Cloze dialogue practice

e. Dialogue practice with choice

3. Communication with physical response | f. Listening and following directions
4. Selective transfer of information g. Listening for detail

h. Interviewing for detail

i. Informationrgap activity with no

negotiation
5. Application of information j. Summarising information

k. Describing pictures or gestures
6. Creative expression 1. Makinga speech

m. Creative simulation and roleplay
n. Discussion

7. Negotiation of information 0. Informationrgap activity
Source: TFTET (2009)
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In line with the communicative principle that students should practise all the four skills
right from the beginning (Larsen-Freeman 2000), NCTB also emphasizes teaching the
four skills through the EFT to improve the communicative competence of HSC
learners. In the book, too, though any particular lesson may seem to focus on one
particular skill, the unit as a whole gives emphasis to all of them. Thus, while setting
up a measuring scale for the content analysis of the EFT for this research, consulting
and adapting all the three categorizations mentioned above, the researcher decides to
include all the four skills of the language with grammar and vocabulary as shown below

Table 3: Categorization of activities for this research

Least
Communicative

Most
Communicative

Activity Types Examples
1. Exposure to new | a. Listening to a song, a story, or a conversation
information b. Reading a paragraph, story or a dialogue

2. Mechanical
operation of
information (focus on
form only)

c. Reading aloud

d. Exercise developinggrammar & vocabulary
e. Sentence practice

f. Completing a dialogue

g. Role-playing a memorized dialogue

3. Communication
with physical response

h. Following instructions

4. Transfer of

1. Filling in a table or chart

information
5. Application of j. Listening and reading comprehension
information k. Finding similarities and dissimlarities

1. Describing pictures/events/activities

m. Reporting

n. Summarising

0. Rewriting/retelling a story

p. Sequencing

. Writing a letter in response to anadvertisement

6. Creative expression

r. Listing things not based on the information
given in the text

s. Discussing things

t. Devising a questionnaire

u. Justifying things or giving reasons

v. Writing instructions or suggestions

w. Writing a dialogue involving choice

X. Role-playing involving choice

y. Writing a letter or composition

7. Negotiation of
information

z. Information-gap activity
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6.3. Exemplifying activity types

For selecting examples for activity types, the researcher consults both Dubin and
Olshtain's (1986), and Mizumoto's (2007) examples and, after a quick survey, selects
only those that are in the EFT and leaves out those that are not in the book. He then
adds those that are available in the book but are not in their list. For example, in both
the lists there is an activity called 'making a speech', but after a quick survey the
researcher finds no such activity in the book and thinks it might be explained by limited
class time (40-45 minutes) and large class (often exceeding 150 students). In addition,
although Mizumoto (2007) categorizes information-gap activities as with and without
negotiation of meaning, the researcher cannot fully accept the argument, taking the
view that every information-gap activity involves a type of negotiation since there is a
purpose to filling the gap which includes choosing the language and getting feedback
from peers (Morrow 1981).

Though Table 3 shows examples of different activity types on the communicative scale
from 1 to 7, the researcher feels it important to present one full unit of the book to
show how he puts activities into different types on the communicative scale. For this,
he randomly chooses Unit 8 of the book and categorises activities into different types in
the communicative scale (see Table 3), which are shown below

Table 4: Categorizing activities of Unit 8 into different types in the scale

Unit Lesson Activity Activity Type
8 1 A Creative expression
B1 Application of information
B2 Application of information
C1 Application of information
C2 Mechanical operation
2 A Creative expression
B Application of information
C Creative expression
3 Al Creative expression
A2 Application of information
B Application of information
C1 Application of information
C2 Creative expression
D1 Application of information
D2 Creative expression
E Mechanical operation
F Creative expression
4 A Creative expression
B Application of information
C Creative expression
D Application of information
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5 A Creative expression
B Mechanical operation
C Exposure to information
D Application of information
E Creative expression
F Application of inform ation
6 A Application of information
B1 Mechanical operation
B2 Creative expression
B3 Application of information
C Creative expression
7 A Application of information
B Creative expression
C Mechanical operation

7. Limitations of the Study

There were limitations in classifying activities this way, e.g. some activities fall into
two categories, e.g. activity C in Lesson 2 falls in both Category 2 and 6. The
researcher decides to put it in category 6 though the activity needs students to practise
framing sentences with 'used to' and 'didn't use to', because at the same time students
are also to write a paragraph about their childhood.

Again, activity C in Lesson 6 both emphasizes sentence practice with 'should' and
'shouldn't', and making a list of advice. The researcher, being positive, lists it as
creative expression. Besides, there are mistakes in writers' arranging the activities
throughout EFT, e.g. activities C and D in Lesson 5 have the same tasks.
Consequently, the researcher restricts activity C only to reading the descriptions and D
to application of information received from activity C.

8. Analysis of the EFT

As presented in chapter 5.1, the book contains 153 lessons in 24 units, and every lesson
contains 6-7 activities in average. That is why, it becomes difficult to analyse every unit
of the book due to time and space constraint. Therefore, the researcher analyses only
the odd numbered units of the book. They are Unit 1, 3, 5, 7, 9, 11, 13, 15, 17, 19,
21, and 23.

9. Piloting the Study

To test the reliability of the scale and the categorization of the activities, the researcher
seeks help from a fellow student in the MA English Language Teaching (ELT) course
(in Nottingham Trent University, Nottingham, UK) who agrees to be an outside coder.
Both of them separately categorizes the activities of Unit 8 of the book on the
communicative scale. There is 91.42% agreement between her analysis and the
researcher's analysis of the activities. This high percentage of agreement shows that the
scale can be reliably used for the evaluation of the communicative potential of the
activities of the EFT.
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10. Data

In total 427 activities in 12 odd numbered units are examined. Firstly, the
communicative potential of each activity is identified according to the seven activity
types on the communicate scale (Table 3 in 6.2). After that the average communicative
potential of the activities of each lesson of a unit is examined. Then, the average
communicative extent of activities of each unit is calculated to help analyse to what
degree the activities can be said to be communicative. (The communicative extent of
activities of only Unit 1 of the EFT is shown in Appendix 1) because of space
constraint. Finally, based on the average outlined by 12 units of the book, the average
communicative potential of the activities of EFT is found to be 4.62 as shown in the
table below

Table 5: Communicative potential of activities in EFT

Communicative potential of activities of | Communicative potential of activities
twelve units of EFT in EFT

Unit Point in the scale

Unit 1 4.20

Unit 3 4.17

Unit 5 4.06

Unit 7 4.43

Unit 9 4.83

Unit 11 4.96 4.62
Unit 13 4.26

Unit 15 4.50

Unit 17 5.02

Unit 19 4.66

Unit 21 4.83

Unit 23 5.50

11. Analysis of the Data

The data show that the 427 activities of the book which are examined fall into 7
categories on the communicative continuum. In total, 20 activities fall into 'exposure to
new information', 88 activities into 'mechanical operations of information', 1 into
'communication with physical response', 5 into 'transfer of information', 124 into
"application of information', 189 into 'creative expression', and no activity involves any
'negotiation of information'. The percentage is shown in the figure below

Figure 2
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The data clearly show that the appearance of various activity types is not balanced.
There is low input in the form of 'exposure to new information' since there are only a
few listening activities. It also shows that the development of receptive competence is
hindered by the requirement to develop productive competence (Morrow and Schocker,
1987). However, this is compensated by the great number of passages used for reading
comprehension categorized as 'application of information'. The activity types in the
middle of the scale entitled 'communication with physical response' and 'transfer of
information' are also very few in number. Moreover, the absence of information-gap
activities, as discussed in Chapter 4.1, provides no opportunities for learners to practise
'negotiation of information' that is considered the most communicative of activity types
in the scale.

The data also show that the degree to which each unit of the EFT is communicative
gradually increases as it moves towards the end of the book. In Unit 1 it is 4.20
whereas in Unit 23 it is 5.50.

The data also show that 'mechanical operations of information' (consisting grammar
and vocabulary) include 20.6% of the total activities. Therefore, it can easily be
imagined that grammar activities include only 10-11% of the total activities. It
consolidates the fact that the syllabus is not a grammatical syllabus, rather a
communicative syllabus, as discussed in Chapter 5.3. Also, the less emphasis on
language-focused activities mean that the syllabus gives attention to strong version of
CLT that focuses on learning a language by using it (Chapter 3).

11. Findings

According to the analysis of the data regarding the communicative potential of activities
in the EFT, it can be said that though there is no such activity focusing negotiation of
meaning considered the most communicative of activity types and practised through
information gap tasks, and there is low input in the form of 'exposure to new
information' since there are only a few listening activities, the EFT is written mostly
according to communicative principles. Its various activities may help learners develop
their communicative competence in the language if the book is properly implemented in
the classroom.

12. Conclusion

The research question was - To what extent are the activities in English for Today for
Classes 11 - 12 communicative? To collect data for this question a seven point scale is
devised to measure the communicative potential of the activities of the book, which is
found to be 4.62 on the seven point scale. This finding strongly indicates that the book
has communicative potential. Though there are no information-gap activities that
require the negotiation of meaning, the book shows many clear reflections of CLT
principles. Therefore, if the book is taught following CLT principles, it can contribute
greatly to developing the communicative competence of learners at the higher
secondary level of education in Bangladesh.
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13. Recommendations for the EFT

Based on the findings, the following recommendations are made to make CLT effective

that might develop learners' communicative competence at the higher secondary level in

Bangladesh.

a. The textbook should be revised, and both the topics and the activities should be
selected focusing age and interests of the young learners who both feel and need to
communicate with others all the time.

b. The textbook should be supplemented with an additional workbook for learners so
that they can use it by themselves and try the activities at home.

c. The teacher's guide should be provided with a compact disk (CD) that will include
videos of 4-5 lessons taught following the communicative approach of teaching
English and showing how pair works and group works are arranged in a large
classroom setting.

d. There should be a few examples of information-gap activities so that learners and
teachers become more acquainted with the true nature of negotiation of meaning.

14. Implication for Further Research

The outcome of this study implies that more research should be done on the
implementation of pair/group work in large classrooms because teachers need to feel
convinced that such interactions are possible in the existing classroom situation.
Secondly, there should be more research on how classroom implementation of the EFT
can be effectively monitored, and how teachers can be further supported (e.g., through
feedback, peer support, and mentoring) after they have been given training. It is evident
that training in CLT without this kind of follow-up is only partially successful. Finally,
research should be done on how speaking and listening can be incorporated into the
existing system of evaluation (Billah 2008) in order that getting good grades in the
exams may also depend on practising these skills in the classroom.
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Appendix 1

Communicative Potential of Activities of 12 Units of the EFT
Table 1: Communicative Potential of Activities of Unit 1 of EFT

Lesson

Activity

Point in the
Communicative
Scale

Average Point of the
Lesson in the
Communicative S cale

Average Point of the Unit
in the Communicative S cale

Lesson 1

w

3.5

Lesson 2

4.57

Lesson 3

Lesson 4

Lesson 5

(521 He Nl e x Nl RV, I (o 2NN (o 2NN [e NN oWl e x Wl el (O L I I NS TN I SO o NN e p N I NS TN O T N e N Tl I NS e xS AR e N oS I ST IRV 1 I oWl e e p N e o Nl [ NS TN I A0 I NS I I o

4.20




50

Diversified Portfolio Strategy and Share Price Changes: Evidence
from Bangladesh Capital Market

Md. Abdul Khaleque *

Abstract

From the past decades, the capital market has been suffering from the unforeseen and
sudden economic turbulences that have been directly or indirectly contributing to the
stock returns. The study primarily seeks to identify the factors affecting the portfolio
formulation and the effect of price in the capital market and to examine the investors'
opinions in Dhaka stock market issues. 205 stock investors were selected as sample.
Among them 30 investors were professionals, 50 students, 50 officers, 60
businessmen, and 15 were from other jobs. The major findings of the study are that
there is a significant relationship between share price and investment decision. Most
of the investors prefer to invest in the underpriced securities. Price earnings (P/E)
ratio is one of the significant factors for portfolio formulation. Almost 77% investors
are interested to invest in those securities that belong to lower P/E ratio. Favorable
economic conditions are also the important factors for portfolio formulation. More
than 75% of the investors prefer to invest in the capital market when economic
conditions remain stable. Bank interest rate plays a significant role in the portfolio
formulation. When banks provide low interest rate against deposit, the flow of
investment in the capital market increases.

Keywords: Portfolio; Capital market; Share price; Investment; Dhaka Stock Exchange

Introduction

The capital market is the engine of growth for an economy and performs a crucial role
acting as an intermediary between servers and companies seeking additional financing
for business expansion. Portfolio formulation is the investment strategy that mixes
variety of assets in order to minimize the adverse effect that one security will have on
the overall performance of the portfolio. From the survey, it is found that the
individual investors are not all professionals in Dhaka Stock Market. There are
students, officers, businessmen, investors from other jobs, etc. They generally lack
skill to carry out extensive evaluation analysis before investment. A good portfolio
should have multiple portfolio objectives and achieve a sound balance among them.
Investors can try and minimize the overall risk or bring it to an acceptable level by
developing a balanced and efficient portfolio by their investment planning, increasing
the number of assets in a portfolio, risk spreading across the assets. Variety in the
assets combination from different securities will increase the chances of having weak or
negative assets combination in the portfolio. For achieving the objectives, the study will
be focused on the price, volume, price earnings ratio, earning per share, economic
conditions, interest rate, and other criteria of different companies.

* Md. Abdul Khaleque

Associate Professor, Department of Statistics, Computer and Mathematics
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Literature Review of the Study

In the past decades, many researchers attempted to use different methods in order to
predict decision regarding share markets. This paper will try to describe some previous
research works related to analysis sectors and find out the limitations to improve the
analysis process better than before.

Khan (2009) found that dividends and retain earnings and other determinants have
dynamic relationship with market price. His findings also suggested that the overall
impact of dividend on stock prices is better than that of retained earnings. The study
also stated that expected dividends play an important role in the determination of
stock prices whatever determinants, like lagged price earnings ratio or lagged price,
are considered.

Ai-Tamimi, et al. (2011), investigated company fundamental factors (performance of

the company, a change in Board of Directors, appointment of new management,
and the creation of new assets, dividends, earnings, etc.), and external factors
(government rules and regulations, inflation and other economic conditions,
investor behavior, market conditions, money supply, competition, and uncontrolled
natural or environmental circumstances) as influencers of asset prices.

Many researchers like Adelole and Okwong (2009) found no relationship between
dividend policy and stock market.

Myers and Frank (2004) studied the impact of dividend policy on stock price.
Samples of 483 companies from Multex investors' database were taken. Their
results showed that there exists a positive relationship between the price-earnings
ratio and dividend payout ratio. Their findings also indicate that there is a
significant positive correlation between the debt equity ratio and dividend payout
ratio.

Miller and Modigliani (1961) gave dividend irrelevance theory. Their study showed
that dividend has no impact on stock prices, and it is only affected by investment
policy.

Nishat and Irfan (2003) studied the relationship between dividend policy and stock
price in Pakistan. Results showed that both dividend yield and payout ratio have
significant negative relation with dependent variable stock price. The result showed
that three variables-debt, size, and asset growth have significant positive impact on
Present Value (PV) while the fourth variable earning volatility has negative
significant impact on PV. Dividend yield and debt have significant negative
correlation which showed that firms with high debt pay fewer dividends.

Liu and Hu (2005) studied the empirical analysis of cash dividend payment in
Chinese listed companies. They found that companies which pay more cash
dividend have high Earning Per Share (EPS) and Return On Equity (ROE). They
also found that EPS and ROE are positively related with stock prices of the firms on
the basis of the relationship and variables discussed above.
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e Azim (2011) studied the effect of dividend policy on stock price in Karachi Stock
Exchange (KSE) and took large sample size which was almost one fourth of the
total companies listed in KSE. Results of the study showed that Profit After Tax
(PAT) has positive significant relationship with stock price, which means if
company is earning high profit, its share price will become high. EPS has
significant positive relation with stock price. Results also showed significant
positive relation with stock price and ROE. Study explained that if company is
utilizing the funds provided by shareholders efficiently, it will produce positive
impact on stock price. Otherwise, it has negative impact on stock prices.

Hypotheses of This Study
According to the objective of the study the following hypothesis are formulated and
tested.

Hypothesis 1

Hy: 60% investors invest their money in the low price shares to formulate portfolio
(i.e. Hy: P=0.60).

H,: More than 60% investors invest their money in the low price shares to formulate
portfolio (i.e. H;: P > 0.60).

Hypothesis 2

Hy: 80% investors invest their money in the portfolio when banks pay low interest rate
(i.e. Hy: p = 0.80)

H,: More than 80% investors invest their money in the portfolio when banks pay low
interest rate (i.e. H;: p > 0.80).

Hypothesis 3

Hy: 70% investors invest their money to formulate portfolio when economic condition
is good (i.e. Hy: p = 0.70).

H,: Greater than 70% investors invest their money to formulate portfolio when
economic condition is good (i.e. H;: p>0.70).

Hypothesis 4
H;: 70% investors prefer to invest their money to formulate portfolio of those
companies that give high earning per share (i.e. Hy: p = 0.70).

H,: More than 70% investors prefer to invest their money to formulate portfolio of
those companies that give high earning per share (i.e. H;: p >0.70).

Hypothesis 5
Hy: There is no significant difference between the share price of before declaring
dividend and after declaring dividend (i.e. Hy: £4 = ¢, ).

H,: There is a significant difference between the share price of before declaring
dividend and after declaring dividend (i.e. Hy: 24 = 4, ).
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Methodology of the Study

The data and information are collected from primary as well as secondary sources.
Primary Sources: Observation and collection of primary data from different investors
by the structured questionnaire, conversation with the executives, and officers of Dhaka
Stock Exchange Ltd.

Secondary Sources: Annual report of listed companies, monthly review of Dhaka stock
exchange, different publications regarding stock exchange function, and DSE Price
Index (DSE general indexes of top 20 companies)

Target Population
There are two types of populations for this study. One is the investors of capital
market, and the other is the related consultancy firms/company.

Sampling Plan

The study was carried out mainly through quantitative method. The primary data were
collected by personal observation and face to face conversation. Secondary data were
collected from different investors and consultants. The following sections briefly
discuss the steps followed in the sampling design:

e Sampling technique, Sample size, and Execution.

Sampling Frame

There has been only one stratum within each population of interest, one from the
investors, and the other from the consultancy firms/company. Sampling frame was
available for the study.

Sampling Technique

The research is conducted based on probability sampling method. Out of the different
sampling methods simple random sampling has been used because the population is
large, and there is an equal and known chance of being selected for each member of the
populations. At first, the stratum of sample from the population has randomly been
selected. Then judgment sampling has been used to select the required number of
sample from each stratum.

Sample Size Determination

The sample size is the number of observations, which is denoted by n, a positive
integer. A larger sample size leads to increased precision in estimates of various
properties of the population. To determine the sample size the following formula is
used:

Where, G = Standard deviation (assumed G = 35), D = Precision level (assumed D =
+4), Z = 1.64 for 90% level of confidence.
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Therefore, we get n = (352 X1.642)/42 = 205 (approximate).
Here the sample size is 205, which has been collected from respondents. There were
huge numbers of individual and institutional investors in Dhaka stock market. But for
this, research was conducted with the individual investors only.

Analysis Plan

After collection of all necessary data, they have been analyzed in the following ways:

to analyze the raw, data frequency distribution and graphical representation of data
have been used, testing of the hypotheses was done using one and two-tailed Z test, and
correlation and regression analysis was done for the purpose of analysis.

Analysis of data

The analysis of data is conducted into different stages which are summarized below:

1. The objective is to determine the effect of price on portfolio formulation. The
following table shows the relation between price and portfolio.

Table 1: Portfolio-1

Assets Number of shares Price (Tk. per share) Total taka invested
ALtd 40 250 10,000
B Ltd 100 200 20,000
CLtd 200 150 30,000
D Ltd 400 100 40,000

Table 2: Portfolio-2

Assets Number of shares Price (Tk. per share) Total taka invested
A Ltd 50 250 12,500
B Ltd 100 200 20,000
C Ltd 250 150 37,500
D Ltd 300 100 30,000

26%

O High price Share
B Low price Share

Source: Primary data

Figure 1: Investors' Response on Share
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The above figure shows the relationship between price and portfolio. To formulate the
portfolio investors prefer those securities which are underpriced/lower price.

Hypothesis Testing

Hy: 60% investors invest their money in the low price shares to formulate portfolio
(i.e. Hyp: P=0.60).

H;: More than 60% investors invest their money in the low price shares to formulate
portfolio (i.e. H;: P > 0.60).

Interpretation: At 10% level of significant (90% confidence levels) Zo 10(ab)=1.28
and |Zc|=|-.73|=1.37. Since Zca1>Zub, therefore, the null hypothesis may be
rejected. Therefore, we can say that more than 60% investors invest their money in the
low price shares. These types of investors always try to avoid risk. As a result they
invest their money on those shares which are low priced in nature.

2. The objective is to determine the market interest rate affecting portfolio formulation.
From the survey, the obtained responses from the investors are in the following table.

Table 3: Investors' Response on Interest Rate

Interest Rate Frequency of Response % of Response
High ) 3¢
Low 5q8 b8.u3
Total Q06 So0

15%

O High
M Low

Source: Primary data

Figure 2: Investors' Response on Interest Rate
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From the above table, it is found that 84.62 % investor invest their money when
interest rate is low in the savings fund. It means that the investors prefer low interest
rate in the savings funds to invest in the stock market.

Hypothesis Testing

Hy: 80% investors invest their money in the portfolio when banks pay low interest rate
(i.e. Hy: p = 0.80).

H,: More than 80% investors invest their money in the portfolio when banks pay low
interest rate (i.e. H;: p > 0.80).

Interpretation: At 10% level of significant (90% confidence levels) Zo 10(aby=1.28
and |Z.|=|-|.73|=1.37. Since Zcai>Zwb, therefore, the null hypothesis may be
rejected. Therefore, we can say that more than 80% investors invest their money when
banks pay low interest rate. When banks offer low interest rate then the investors are
motivated to invest in the share business.

3. The objective is to determine the economic condition affecting portfolio formulation.
From the survey, the obtained responses from the investors are in the following table.

Table 4: Investors' Response on Good Economic Condition

Response Frequency of r esponse % of r esponse
Yes Seb QL. 5
No 89 9.0t
Total R0¢ So0
23%

OYes
H No

77%

Source: Primary data

Figure 3: Investors' Response on Good Economic Condition
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The table shows that 76.92 % investors respond to invest in the good economic
condition. And only about 23 % investors respond to invest when economic condition is
not good.

Hypothesis Testing

Hy: 70% investors invest their money to formulate portfolio when economic condition
is good (i.e. Hy: p = 0.70).

H;: Greater than 70% investors invest their money to formulate portfolio when
economic condition is good (i.e. Hy: p>0.70).

Interpretation: At 10% level of significant (90% confidence levels) Zo 10(taby=1.28 and
Z.=2.1625. Since Zcy>Zwub, therefore, the null hypothesis may be rejected.
Therefore, we can say that more than 70% investors invest their money when economic
condition is good. Investors think that they will earn more return from their investment
if the company earns more profit during a good economic condition.

4. The objective is to determine the earning per share affecting portfolio formulation.
From the survey the obtained responses from the investors are in the following table.

Table S: Investors' Response on EPS

EPS Frequency of response % of response
Low 5 2.31
Moderate 40 20
High 160 77.69
Total 205 100
2%
| 20%
O Low
B Moderate
O High
78%

Source: Primary data

Figure 4: Investors' Response on EPS
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From the table and figure, it is clear that 77.69% investors invest their money to those
companies that give high earning per share.

Hypothesis Testing

HO: 70% investors prefer to invest their money to formulate portfolio of those
companies that give high earning per share (i.e. Ho: p = 0.70).

H1: More than 70% investors prefer to invest their money to formulate portfolio of
those companies that give high earning per share (i.e. H1: p >0.70).

Interpretation: At 10% level of significant (90% confidence levels) Zo 10taby=1.28 and
Z.,1=2.403. Since Zca>Zup, the null hypothesis may be rejected. Therefore we can
say that more than 75% investors prefer to invest their money to formulate portfolio of
those companies that give high earning per share. Therefore, to gain continuous
earnings from the company, the investors like to invest on those companies that give
high earning per share.

5. Here, we adopted an empirical study to show the relationship between share price
before declaring dividend and after declaring dividend. To do this, the information
about top 20 companies in Dhaka stock exchange of the year 2010 was collected as
sample data.

Table 6: Sample Data for the Year 2010

Name of Companies EPS Price before declaring | EPS Price after declaring
dividend (X) dividend(Y)

Islamic Bank BD Limited 61.9 64.04
NBL 82.5 73.15
Prime Bank 53.8 69.78
Southeast Bank 37.93 48.7
Dhaka Bank 55.5 48.67
Uttara Finance 251.4 305.8
Bangladesh Lamps 193.5 241.74
Singer Bangladesh 614.38 573.88
BATBC 628.1 632.5
AMCL(Pran) 126.6 170.7
BOC Bangladesh 577.15 684.1
Square Textile 164.9 175
Beximco Pharma 268.8 347.65
ACI Limited 259.45 372.35
Square Pharma 308.5 360.48
Megna Cement 228.3 221
Apex Tannery 124.25 168.75
Bata Shoe 532.4 636.2
Monno Ceramic 63.28 99.66
GQ Ball Pen 152.25 208.7

Source: DSE Monthly data
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Coefficient of Correlation: The coefficient of correlation is a mathematical
measurement to determine the strength of the relationship between two variables. It is a
measure of how well the predicted values from a fovrecast model "fits" real life data.
\}_‘[‘j\_ ﬂ‘g‘]“ ”1 7 » where the values of
r lies between the range -1<r<1. The + and - signs are used for positive and
negative linear correlation respectively.

The mathematical formula for computing r is, r =

Coefficient of Determination (R2): The co-efficient of determination is the ratio of
explained variation of the total variation. Its value lies within the range 0<R2< 1. The
co-efficient of determination represents the percentage of the data that is the closest to
the line of best fit.

Table 7: Coefficient of Correlations

X Y
Pearson Correlation 1 0.980
Sig. (2-tailed) 000
X N 20 20
Pearson Correlation 0.980 1
Sig. (2-tailed) .000
Y N 20 20

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

Table 8: Model Summary and Parameter Estimate

Dependent Variable Y, and Independent variable X

Equation Model Summary Parameter
Estimates
R Square F dfl | df2 | Sig. | Constant b1l
Linear 961 446.800 1 18 .00 24.543 1.047

Fitted Curve

D Obsarved
— Lin==n

S00 .00

400 .00

200,00

oy T T T
o0 200.00 40000 S00.00

x
Figure 5: Fitted curve of top 20 companies
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Interpretation: The fitted curve shows the relationship between share prices before
declaring dividend and after declaring dividend which is upward sloping. Since the
value r = 0.980, therefore EPS and share price are highly correlated. Indeed, we can
say that when a company declares dividend, the price increases. Since the value of R2
is 0.9613, it means that the total variation of Y explained by X is 96.13%.

Paired t-test

Hypothesis testing

Hyp: There is no significant difference between the share prices of before
declaringdividend and after declaring dividend (i.e. Hy: £4 = £, ).

H;: There is a significant difference between the share price of before declaring
dividend and after declaring dividend (i.e. Hy: £4 = £, ).

Table 9: Result of Paired Samples Test

Paired differences t df | Sig.(2-

Mean Standard | Standard 5% CI of the tailed
Pair-1 Deviation = Error Difference test)

-35.8980 | 42.3963 | 9.490 Lower Upper -3.787 | 19 | 0.001

Xy
-55.7402 | -16.0558

Interpretation: At 5% level of significant (95% confidence level) with (n-1)=20-1 =19
df, Y 05.19¢apy=2-093 and t; =|-3.787|=3.787. Since Z. > Z,,,, therefore, the null
hypothesis may be rejected. Therefore, we can say that there is a significant difference
between the share price of before declaring dividend and after declaring dividend.

6. The objective is to determine the price earnings ratio affecting portfolio formulation.
From the survey, the obtained responses of the investors are given in the following table.

Table 10: Investors' Response on P/E
P/E Frequency of Response % of Response

Low 158 76.92
Moderate 32 15.38

High 15 7.70

Total 100

O Low
B Moderate
O High

Source: Primary data

Figure 6: Investors' Response on P/E
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Interpretation: Investors prefer to invest in those shares to formulate portfolio that
shows low price earnings ratio. The table shows that 76.92 percent investors invest in
the low P/E ratio shares. Others invest in the moderate and high P/E ratio share due to
being misled or sometimes whimsically.

7. Trend Analysis of Share Prices of DSE General Indexes of 20 Companies (2001-2011):
Here, we have shown the trend analysis of share prices of DSE general indexes of 20
companies to determine the profitability of the investors. The data of DSE general
indexes (2001 to 2011) has been used to show the analysis.

Table 11: Model Summary and Parameter Estimate

Dependent Variable is Index and Independent V ariable is Years

Equation Model Summary Parameter Estimates

Linear @ R Square F df1l df2 Sig. Constant b,
.790 33.758 1 9 000 | -550367.727  275.364

Fitted Curve for 2001 to 2011

T T T T T T
2002 2004 TOOG 2008 2010 2002
Years

Figure 7: Fitted curve for 2001 to 2011

Interpretation

The graph shows that the share prices (DSE general index) according to change of time
(Yearly data), is upward sloping, i.e, the share prices were gradually increased. The
estimated parameter is b,/275.364, which indicates the positive relationship between
the time and share prices, but it is very high degree of positive correlation. It is found
that the yearly price changes of the year 2001 to 2011 were the positive signal for the
investor to invest in the capital market.

Summary of the findings

The major findings from the analyses presented above, according to the objective of the
study and different tests of hypothesis are based on primary and secondary data. These
are summarized below.
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To formulate the portfolio, investors prefer those securities which are underpriced.
Investors invest their money in the capital market when interest rate is low in the
savings fund. Bank interest rate plays a significant role in the portfolio formulation.
When the banks provide low interest rate against the deposit, the flow of investment in
the capital market has increased. From the survey, it can be concluded that 76.92%
investors' response is to invest in the good economic condition. Favorable economic
conditions are also the important factors for portfolio formulation. More than 75% of
the investors prefer to invest in the capital market when economic conditions remain
favorable. From the survey, it can be concluded that 77.69% investors invest their
money to those companies that give high earning per share. There is a significant
relationship between share price of before declaring dividend and after declaring
dividend. Price earnings ratio is one of the significant factors for portfolio formulation.
Almost 77% investors are interested to invest in those securities that belong to lower
P/E ratio. From the fitted curve, it has been found that the share prices of the years
2001 to 2011 are upward sloping. The share prices (DSE general index) for the year
2001 to 2011 are very dynamic. Therefore, the investors should have a lot of
information about past performance and expected future performance of companies,
industries, and the economy before taking investment decision.

Recommendations
A portfolio comprises several individual securities. In building up the portfolio, several
transactions of purchase and sale of securities take place. It is important to understand

that equity shares are not recommended for all investors. The funds available with
individual investors may not be large enough to create a well-diversified portfolio of
securities. To thrive for the investors, some measurements are given below for
formulating well diversified portfolio:

An investor who would like to be rational and scientific in his investment activity has to
evaluate a lot of information about past performance and expected future performance
of companies, industries, and the economy as a whole before taking investment
decision. Before investment, investors should take the investment decision based on
company fundamentals, technical analysis, price level, and disclosed information. They
should also evaluate the company's previous performance, price earnings ratio, earning
per share, net asset value per share, dividend per share, regular AGM, market
evaluation, company categories (A, B, N, etc.) and regular trade volume, etc. Investors
should invest for long term, and no one should purchase or sell a share on the basis of
tips and rumors. Investors should not invest in those companies whose overpriced
shares and debt capital are high.

Conclusion

This study attempts to analyses different stages in explaining the impact of declaring
dividend, change of share prices, market interest rate, economic condition, earning per
share, price earnings ratio, etc., on portfolio formulation. It is found that investors
receive low price of share for avoiding risk. When banks offer low interest rate, the
investors are motivated to invest in share business. If the economic condition is good,
the investors invest much money for earning more profit. To gain continuous earnings,
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the investors like to invest in those companies which give high earning per share. There
is a significant difference between the share price of before declaring dividend and after
declaring dividend. It is also found that the yearly price changes (DSE general index)
of the year 2001 to 2011 were the positive signal for the investor to invest in the capital
market. The main problem in capital market is based on rumor. People are now
addicted to share market, but our share market is so strong. The maximum shares are
held by institutional investors. Another problem is speculation. Therefore, it can be
concluded that there is a significant relationship among the investment in capital market
with declaring dividend, share prices, market interest rate, economic condition, earning
per share, price earnings ratio, etc.
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A Review of Risk Based Pricing and its Application at Banks and
Non-Bank Financial Institutions in Bangladesh
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Abstract

The most important part of banking business is to provide loans and advances to the
borrowers as banks' profitability mostly depend on it. Credit approval is one of the
most important processes for commercial lenders, as it is their primary source of
income. The credit approval process relies upon assessing risk accurately and making
a sound decision based on that analysis. Striking a balance between an acceptable
level of risk while also meeting customers' needs is key to maximizing revenue and
customer relationships. Lenders must minimize their exposure to significant potential
losses while maintaining goodwill with their customers and growing the business.
Risk-based pricing, also known as tiered pricing, is a method of assigning interest
rates and other credit terms based on the customer's credit history. With risk-based
pricing, customers are charged according to the default risk they present. The basic
concept is quite simple-the higher the risk, the higher the rate; the lower the risk, the
lower the rate. In this paper it is tried to assess how risk based pricing can be fixed
up by banks and non-bank financial institutions and how it can be applied to ensure
profitability of the institutions as well as safety of the depositors. Some
recommendations have also been suggested for encouraging banks and financial
institutions to use risk based pricing before approving loans and advances.

Keywords: Risk base pricing, BASEL-II, Banks and Non-Bank financial institutions

Introduction

One critical aspect of asset/liability management in financial institutions like Banks &
Non-Bank Financial Institutions (NBFI) is the pricing of credit products. Pricing
decisions directly impact earnings and capital adequacy. Therefore a financial
institution should be able to generate an adequate level of profit to achieve its business
and capital management objectives. However, the inability of financial institutions to
fully understand the risks they face and the challenges of competition tend to put undue
pressure on these institutions to under-price their loans. Indeed, incorrect pricing could
create risk/return imbalances and result in lost business opportunities and adverse loan
selection.

To survive in the financial sectors and to ensure achieve satisfactory level of returns for
the shareholders financial institutions have to be very careful about selection of lending
assets. In this context, proper pricing of loans and other products is now becoming
crucial from the business and regulatory perspectives. All Commercial Banks and other
NBFIs should develop an effective risk-based pricing model for fixing interest rate and
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other charges against each and every loan or advance products. Practicing to develop
and exercising a model can meet two objectives; first, it will encourage banks to seek
profitability by driving down costs while charging competitive rates; and secondly, to
make the policy rate become an effective tool for driving lending rates up or down.
From the business perspective, banks need to clearly define measure and price their
risks, and control their costs in order to meet the profit maximization objectives. In
achieving the profitability goals and objectives, it is important that every staff,
particularly loan officers, understands the institution's risk adjusted pricing policy and
strategy, and the components of loan pricing decisions.

In every developed countries financial institutions used to follow a standard risk pricing
model for pricing their loan products. Bangladesh is not an exception here every banks
and NBFIs also have some policy tools and logical framework for pricing their loan
portfolio. But the problem is application, whether all banks & NBFIs are following
their pricing models meticulously, whether they become impartial for large corporate
clients. This article aims to address this issue considering different obstacles faced by
banks and NBFIs in Bangladesh to apply the model.

Objectives of the Study
Against the above background, the present study focuses on the following objectives:
1. To analyze the current practices of Commercial Banks and NBFIs for pricing
loan products
2. To describe the model of loan pricing that banks and NBFIs are supposed to
follow for ensuring interest of the depositors as well as the owners of the
institutions and
3. To suggest and recommend measures for solving the problems.

Research Methodology

For the purpose of this study we have used systematic and objective process for
gathering, recording, and analyzing data. We have tried to avoid distorting effect of
personal bias as much as possible. For the purpose of research, first of all, we have
tried to identify the issues. Then we diagnosed those problems. At the end we have
selected and evaluated the courses of action. Mainly we have followed secondary data.

For the study most of the information was collected from the following sources:
1. Text Book
2. Banks and NBFIs
3. Bangladesh Bank
4. Present and retired Credit Officers of Banks and NBFIs
5. Different articles of reputed journals

Definition

Risk Based Pricing is offering of different interest rates and loan terms to different
borrowers based on their creditworthiness. Risk-based pricing looks at factors such as a
borrower's credit worthiness, financial aspects, socio-economic aspects, adverse credit
history (if any), employment status and income, depending on the type of loan. Apart
from financial institutions, globally types of companies that use risk-based pricing
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include credit card issuers, mortgage lenders, utility companies, telecommunications
companies and any other company that considers a consumer's credit score before
agreeing to do business with them.

Risk-based pricing allows lenders to charge higher interest rates to borrowers who seem
less likely to repay their loans in full and on time, and lower interest rates to borrowers
who seem more likely to repay their loans in full and in a timely manner. For example,
if credit history shows adverse conditions, then loan might be approved with a higher
interest rate than another company with good credit ratings. Under the risk-based
pricing rule if a financial institution gives a loan or credit card with a higher interest
rate than what it charges most consumers for the same product, it is supposed to give an
oral, written or electronic notice explaining that loan account has been affected by
risk-based pricing.

Financial institutions also use risk-based pricing with existing customers. For example,
an existing borrowers based on current credit rating could be charged higher or lower
than their previous interest rates. Interest rate is also based on factors beyond
borrower's control, like the prime rate and overall economic conditions. Even the most
creditworthy borrowers are likely to pay higher interest rates if the prime rate goes up
or the economy goes into a recession.

Risk-Based is a methodology adopted by many lenders in the mortgage and financial
services industries. It has been in use for many years as lenders try to measure loan risk
in terms of interest rates and other fees. The interest rate on a loan is determined not
only by the time value of money, but also by the lender's estimate of the probability
that the borrower will default on the loan. A borrower who the lender thinks is less
likely to default will be offered a better (lower) interest rate. This means that different
borrowers will pay different rates. In theory, borrowers who are safer-or who are
engaged in safer activities-should be more likely to borrow and resources should
therefore be allocated more efficiently.

The lender may consider a variety of factors in assessing the probability of default.
These factors might be characteristics of the borrower, like the borrower's credit
rating, financial strength, collaterals etc. Concerns have been raised about the extent to
which risk-based pricing increases borrowing costs for the small business, who are
generally more likely to default, and thereby further increases their likelihood of
default. Some supporters of risk-based pricing have argued that, at least in certain
contexts, default prediction should be limited by ethical considerations and focus on
factors that are under borrowers' control.

Risk Based Pricing under BASEL-II Framework: Literature Review

The implications of Basel II on loan pricing have already been investigated by previous
literature, even if not extensively, due to the recent publication of the Accord's final
version. In a paper devoted to credit risk modeling of small commercial loan portfolios,
Dietsch and Petey (2002) assume that a bank has to maximize its expected portfolio
return under the constraint that the economic capital requirement must be equal to an
exogenous, certain amount. Given an expected Return on Equity (ROE), a 1-year
maturity, a fixed recovery rate, and neglecting taxes and operating costs, they
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determine the risk-adjusted price consistent with the expected RoE. They show that the
price of loans granted to SMEs depends on their classification as retail or corporate
exposures.

Repullo and Suarez (2004) analyze the impact of the new capital requirements on the
loan pricing in a perfectly competitive market for business loans, where the correlation
in defaults across firms is driven by a single systematic risk factor. Furthermore, banks
have zero intermediation costs, are funded with fully insured deposits and equity
capital, remunerating the latter more than the former, though bank shareholders are
supposed to be risk-neutral, and supply loans to a huge number of unrated firms to fund
risky investment projects. They find that, under perfect competition and a 1-year
planning horizon, the rates which equate the expected payments of a loan to its
weighted marginal funding cost, are calculated by maximizing the expected discounted
value of its net worth (gross loan returns minus gross deposit liabilities), holding the
minimum possible amount of regulatory capital. Considering two groups of banks,
lending to high-risk firms and to low-risk firms, respectively, due to the advantageous
treatment for low-risk lending in the IRB method relative to Basel I, the rates of
low-risk loans will be determined by the capital charges of the IRB approach and will
be lower than under Basel I, while the rates of high-risk loans will be determined by the
capital charges of the standardized approach. From a quantitative point of view, they
show that the IRB approach may imply a reduction or an increase in loan rates, relative
to Basel I, depending on the borrowers' creditworthiness. Based on their results, bank
lending to high-risk loans will adopt the standardized approach, leaving their rates the
same as under Basel I.

Under the new Basel II regulatory framework, the need for an effective risk-adjusted
pricing mechanism has become even more central in banking than in the past: banks are
spurred to develop risk-adjusted measures, to avoid wasteful customers'
cross-subsidization and support the value creation process for their shareholders.
According to Hasan and Zazzara (2006), risk-adjusted pricing can be split into two
main parts: a "technical" one, which is based on Basel II-consistent risk factors
(probability of default, loss in case of default, exposure at default and maturity); the
second part is defined as "commercial" and includes commissions, operational costs,
and other subjectively allocated costs. In the paper "Loan Pricing under Basel Capital
Requirements" Rafeal Repullo and Javier Suarez (2004) detected how the Internal
Ratings-Based approach affects the bank loan pricing mechanism, by developing a
multi-period risk-adjusted pricing methodology, which allowed to separate the
contribution of the two components of credit losses (the expected loss and the
unexpected loss), under the prevalent repayment schemes. The main inputs needed in
their pricing formula can simply be drawn from an internal rating model and from
easy-to-find market data (risk-free interest rates and shareholders' target return). The
pricing formula that proposed this paper was consistent with the new Basel II regulatory
approach to credit risk management and provides an immediate support for bank
managers in making a loan price-related decision.
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Risk Based Pricing Model

Risk based pricing involves the alignment of loan pricing with the expected credit risk.
Typically, the credit risk of a borrower is used to determine the accept/reject decision
of a loan and to drive loan pricing. This means charging a higher interest rate for a
higher risk transaction and a lower rate for a lower risk transaction. The practice of risk
based pricing has beneficial impact on an economy. First, scarce loanable funds will be
allocated in a more efficient manner, as businesses with better prospects and associated
lower risk would find credits to be less expensive. Secondly, more accurate
measurement of, and pricing for, risk would reduce the sometimes disruptive rationing
of credit than can occur, especially during economic downturn.

Risk Based Pricing Methodology

The figure below depicts the components of risk based pricing methodology

Maximise Margin

Additional Additional margin represents the target retum
Margin on equity

Capital CC=hurdle rate x economic capital (PD, EaD, LGD, Correlation)
Costs (CC) Mostly Basel |l dependent!

Risk Costs (RC) RC=Expected Los= PD x LCD x EaD, LGD, Correlation)
Fully Basel Il dependent!

. OCs= Function of efficient credit processes
Operating Costs (OC) ’ Partly Basel Il dependent!

» FC= Function of NIBOR and deposit conditions

Funding Costs (FC) Not Basel Il dependent!

Funding Cost

This represents interest expense related to the monthly average volume of deposits and
other funds reported to the regulator on a monthly basis. The interest rates charged on
risk assets are influenced by the interest rates paid on the various sources of deposits
and funds. The higher the interest rates paid to depositors the higher the loan price and
vice versa. The Treasury Management unit is responsible for identifying the cost of
funds that is applicable for each loan product prior to the effective date of the loan,
thereby allowing sufficient time for loan-pricing decisions and for appropriate
notification to be made to the borrower.

Operating Cost

This includes indirect cost/overheads and statutory costs such as deposit insurance
premium, cash reserve requirements, opportunity cost of holding liquid assets in excess
of the minimum requirements and the cost of holding nonearning assets.
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Risk Cost

This is the expected loss that institution will suffer and it is the product of Probability of
Default (PD), Loss given Default (LGD) and Exposure at Default (EaD). The PD
estimates is based on rating from the institution's internal rating system. The LGD
relates to the loss the institution will suffer given that a default has occurred. EAD is the
exposure of the institution at the time the borrower defaults. Under the Basel II
framework, an institution is required to conduct credit rating of its borrowers, categorize
borrowers into rating classes and calibrate the rating classes to their respective PDs.
Hence, this component of risk based pricing is fully dependent on Basel II.

Capital Cost

This is a product of hurdle rate and economic capital. Economic capital is a function of
PD, LGD, EaD and default correlation of the asset portfolio. The hurdle rate figure is a
board decision and can be determined from the capital asset pricing model (CAPM) or
through appropriate benchmarking. Economic capital represents the capital required to
cover unexpected losses in the institution, given the risk-specific time horizon and the
desired target rating of the institution. This component is mostly Basel II dependent.

Additional Margin

This represents the target return on equity, i.e. the rate of return expected by
shareholders. This expectation is guided by economic fundamentals and the long term
sustainability of the institution.

So the above mentioned Pricing of loan will be as follows:

Loan Pricing = Funding Cost+Operating Cost+Risk Cost+ Capital Cost+ Additional
Margin.

Benefits of Risk Based Pricing
For an institution, the following are the benefits of risk based pricing:
o Enables an institution to know early enough what kind of price/fees will satisfy
its risk/return preferences;
e Enhances shareholders value by ensuring that credit risk associated with the
transaction is appropriately measured and priced;
e Improving loan and relationship profitability;
o Enhancing the achievement of credit portfolio goals and objectives; and
e Satisfying regulatory requirements that the risks inherent in loan products and
services have been adequately accounted for in the pricing of loans.

Risk-Based Pricing in Bangladesh
In Bangladesh, the practice of risk based pricing is evolving gradually through the
foreign and local commercial banks. The inclusion of BASEL-II has influenced
financial institutions to focus on the capital requirement against borrowing hence
become risk focused while lending.

Still many financial instructions of Bangladesh offer preferential lending rates to their
prime borrowers. The risk appetite and collateral based lending of financial institutions
is also a barrier for risk based pricing in Bangladesh. For SMEs and consumer



70 Dhaka Commerce College Journal, Vol. VII, No. 1, December 2015

financing, financial institutions are yet to practice this pricing strategy. As the SME
business lacks proper financial statements and credit ratings hence it is difficult to set a
price for them based on quantifying the risk associated with this lending. Similarly, as
consumers in our country are not rated based on their credit score so financial
institutions have to rely a bit on qualitative judgments.

In Bangladesh large corporate group also influences pricing of loan. At present
numbers of commercial banks and NBFIs are running for few large corporate groups.
As per desire of the clients in some cases they are offering lower interest rate without
considering key risk issues of the clients.

Name lending is another barrier for implementing risk based pricing in Bangladesh. An
expert entrepreneur of still industry may want set up a power plant without having
sufficient knowledge of it. Considering the reputation of the said client bank used to fix
interest rate at the same rate that he is being offered against facility availed for original
business. Under risk based pricing model interest rate against loan facility for setting up
power plant should have been more than original business.

Recommendations

In our country, because of regulatory obligations commercial banks have a Credit Risk
Management (CRM) Policy where all sort of guidelines are supposed to be mentioned
for providing credit facilities to the different clients where one effective Pricing Policy
is absent in most cases. If all commercial banks as well as NBFIs have their own
pricing policy and they start using it regularly, a fair and competitive credit
environment will be established. It will help the financial institutions for ensuring
profitability of the owners, depositors' interest as well as borrowers' interest.

While the Western and European example used bankruptcy score and credit score,
some of the other variables that may be included in a risk-based pricing matrix are
collateral, loan-to-value, debt-to-income, and origination channel. Additional variables
that impact the overall pricing model are expected loss, pre-payment rate, anticipated
fee income, as well as origination cost, servicing cost, capital requirements, and cost of
funds. The cost of capital can be appropriately applied by credit grade - which can be
calculated as part of a RAROC (risk-adjusted return on capital) pricing model.
Ultimately, the bank can modify the pricing based on the amount of increased or
decreased risk and associated capital required as part of the risk-based pricing strategy.
Generally, pricing models are dynamic and continually updated based on the bank's
experience as well as external factors such as cost of funds. It is important that a bank
have the availability of data at the individual loan level over the life of the loan. The
bank must be able to assess how they predicted the loan would perform against how the
loan actually performed.

For practicing a risk based pricing model institutions has to conduct credit ratings of
their borrowers as per Basel II framework. The credit rating is used to quantify risk of
the proposed lending to the borrowers. Now borrowers are not many familiar with the
concept of credit ratings. Most of the small borrowers are reluctant to do so considering
the cost to obtain this. Banks and financial institutions should encourage their borrowers
combindly so that fair credit environment can be created at the society. Bangladesh
Bank can play a vital role in this regard.
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Internal control system should be adequate and efficient to ensure that loan pricing
practices comply with the policies and strategy, and that there is an authorization and
proper reporting to the Board for all risk based pricing exceptions granted.

There should be a robust IT system in all institutions to support loan pricing decisions.

Conclusion

There are many variables to consider when evaluating a risk-based pricing strategy. For
a balanced strategy, the firm must have an appropriate level of focus on quality,
profitability, and growth. As global banking system after the recession of 2007 is
moving towards risk based pricing, Bangladesh also needs regulations formulated by
the central bank to ensure risk based pricing. Risk based loan pricing would benefit not
only the financial institutions but also the borrowers.

Risk-based pricing is not the only factor that affects the interest rate of commercial
bank. Interest rate is also based on factors beyond one's control, like the prime rate and
overall economic conditions. Even the most creditworthy borrowers are likely to pay
higher interest rates if the prime rate goes up or the economy goes into a recession.

References

[1]  Bolton, P., Freixas, X. (2000), Equity, bonds, and bank debt: capital structure and
financial market equilibrium under asymmetric information. J. Polit. Economy 108,
324-351.

[2] Diamond, D. W., Rajan, R. G. (2000), A theory of bank capital. J. Finance 55,
2431-2465.

[3] Decamps, J.-P., Rochet, J.-C., Roger, B. (2004), The three pillars of Basel II: optimizing
the mix. J. Finan. Intermediation 13, 132-155.

[4] Ferguson, R. W. (2003), Concerns and considerations for the practical implementation of
the new Basel Accord. Remarks at the ICBI Risk Management Conference,
www.federalreserve.gov/boarddocs/speeches/2003/20031202.

[51 Gordy, M. B., (2003), A risk-factor model foundation for ratings-based bank capital
rules. J. Finan. Intermediation 12, 199-232.

[6] Hellmann, T. F., Murdock, K. C., Stiglitz, J. E., (2000), Liberalization, moral hazard in
banking, and prudential regulation: are capital requirements enough?" Amer. Econ. Rev.
90, 147-165.

[71 Holmstrom, B., Tirole, J., (1997), Financial intermediation, loanable funds, and the real
sector. Quar. J. Econ. 112, 663-691.

[8] Lopez, J., (2004), The empirical relationship between average asset correlation, firm
probability of default and asset size. J. Finan. Intermediation 13, 265-283.

[91 Lowe, P., 2002. Credit risk measurement and procyclicality. BIS working paper No.
116.34

[10] Marshall, D. A., Prescott, E. S., (2001), Bank capital regulation with and without
state-contingent penalties. Carnegie-Rochester Conf. Ser. Public Pol. 54, 139-184.

[11] Merton, R. C., (1977), An analytic derivation of the cost of deposit insurance and loan
guarantees: an application of modern pption pricing theory. J. Banking Finance 1, 3-11.

[12] Rochet, J.-C., (1992), Capital requirements and the behaviour of commercial banks.
Europ. Econ. Rev. 36, 1137-1170.



72

The Theme of Imperialism in Kipling's Kim
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Abstract

This article attempts an exploration of Kipling's Kim mainly in the light of Edward
Said's Orientalism and Culture and Imperialism showing Kim's complicity with
imperialism. A postcolonial approach to the text, which undermines the liberal
humanist claim of universal and timeless significance of a literary composition and
considers the specific context, in which a text is produced, will show how Kipling's
Kim is complicit in imperial/colonising enterprise in spite of its pictorial and idyllic
celebration of India. Kipling's imperialist mentality in Kim is displayed in his
stereotyping of India, in giving an imperialist version of Indian history, in delineating
Indian characters in a negative and biased way, thus consolidating the Oriental
discourse and justifying the Whiteman's rule over the colonised people.

Keywords: Orientalism; Imperialism; Colonialism; Postcolonial; Discourse; Stereotyping; Binarism

Nobel Prize-winning English author Rudyard Kiplingwrote Kimin the heyday of British
expansionism. Critics appear to be divided between those who praise its portrayal of
colonial India and Indian people as ideal and those who condemn it as a work having its
complicity with imperialism. John McClure, for instance, argues that the work is 'a
utopian portrayal of future racial harmony' (William, 480). And Abdul
JanMohamedcontends that 'Kim and A Passage to Indiaoffer the most interesting
attempts to overcome the barriers of racial differences'(22). Mark Kinkead Weekes
(1964), for his part, argues that the novel is 'the answer to nine-tenth of the charges
leveled against Kipling and the refutations of most of the generalizations about him'
and adds that in Kim 'the eye is caught by a whole kaleidoscope of race, cast, custom,
and creed, all seen with a warm affection that is almost unique in Kipling' concluding
that 'such a vision involves---the deliberate exclusion of attitude of superiority'(264)
Patrick Williams (1994), however, in his renowned article 'Kim and Orientalism'
questions all the critics' views and judiciously argues that Kim is definitely implicated
in the Orientalist and imperialist projects'(83). Philip Wegner (1993-94) argues that
Kim's narrative is governed by a 'rigid racial boundary' and economy of 'absolute
difference' between 'whites and Indians, colonizers and colonized' (154).

We agree with the latter groups of critiques who are of the opinion that the novel is
complicit with the Orientalist and imperialist projects. A postcolonial approach to the
text, which undermines the liberal humanist claim of universal and timeless significance
of a literary composition and considers the specific context in which a text is produced,
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will show how Kipling's Kim is caught up in the sordid fact of imperialism and
colonisation in spite of its pictorial and idyllic celebration of India. Kipling's Kim brims
with Indian noise and heat and colour, roaring bazaars and clamorous caravanserais.
The skillful painting of an exotic image of India is achieved through Kipling's strewing
the text with passages that describe Indian scenery in bright colours. Kipling also
builds a happy father-son relationship between the white boy Kim and the oriental
Lama. Despite all his efforts to paint an immaculately faultless image of colonial
relations, Kipling fails to overcome his racial bias. His narrative is typically Orientalist,
and his Eurocentrism pervades the text. Kipling in line with the Orientalist project
represents Indian characters as 'other' of supposedly civilised Europe. He depicts
Indian characters racially inferior, gives an imperialist version of Indian history,
stereotypes Indian characters, thus consolidating the Oriental discourse and justifying
the Whiteman's rule over the colonised people.

As regards the theoretical basis, the study has been conducted primarily in accordance
with postcolonial theory, mainly on the basic ideas of Edward Said's two ground
breaking books Orientalism and Culture and Imperialism. In the seminal book Culture
and Imperialism, Said criticizes the tendency in some literary circles to 'sanitize
[culture] as a realm of unchanging intellectual monuments, free from worldly
affiliations' and says that culture for centuries 'nurtured the sentiment, rational and
above all the imagination of empires.' As a cultural form novels, Said says, cannot be
'chopped off from history and society' (14). Said condemns the notion of literature's
autonomy as 'imprecise' and criticizes the habit of some scholars who in their writings
about literary works, deal exclusively with them and disregard their historical contexts.
As imperialism and colonisationare linked to certain historical process, we will dwell
on the issues from historical perspective, placing the literary text in historical process.

Imperialism and colonisation were certainly dependent upon the use of force and
physical coercion, but it could not occur without the existence of a set of beliefs that
were held to justify the possession and continuing occupation of peoples' land. Kipling
wrote this novel in the heyday of British expansionism, and the novel reflects many of
the colonial assumptions that support, elaborate, and consolidate the practice of empire.
Edward Said, a postcolonial and cultural critique, in his book Orientalism unmasks the
working of this historical process of colonial discourse that created false images
assumptions and beliefs of the west to show its justification of the West over the East.
We will, here, briefly mention the key points of Said's Orientalism that will help us
understand how Kipling in Kim promotes imperial values. Orientalism as defined by
Said (1994) is 'the corporate institution for dealing with the Orient--- dealing with it by
making statements about it, authorizing views of it, describing it, by teaching it, settling
it, ruling over it: in short, Orientalism is a Western style of dominating, restructuring,
and having authority over the Orient' (3).

The most tangible aspect of Orientalism, Said explains, is a massive body of writings
'elaborate theories, epics, novels, social descriptions and political accounts concerning
the Orient, its people, customs etc.'(3). These were written by explorers, poets,
novelists, philosophers, political theorists, economists, and imperial administrators.
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These writers portrayed the life and landscape of the orient in biased and negative
ways, as the 'other' of the West.According to Said, Orientalism is a discourse. A
discourse is a 'strongly bounded area of social knowledge, a system of statements
within which the world can be known' (Ashcroft, Griffiths, and Tiffin, 2001:70).
Through discourse, people in a society come to an understanding about themselves,
their relationships with each other, and their place in the world. This applies the ruling
class and the ruled in a society. But the vision of the world offered through discourse is
dependent on the way the ruling class in society wants the world to be known so as to
preserve, maintain, and extend its power over the ruled. As a discourse Orientalism
was Europe's means of imposing its own vision of the world upon the orient: A vision
that represents the globe as Occident and Orient and promote the former as powerful,
superior, the center of civilisation, and enlightenment and the latter as weak, culturally
inferior, and the heart of backwardness and primitivism.

The basic rule that governs the discourse Orientalism is 'binary opposition.' Binary
opposition is not simply a distinction between two different things, but represents the
most extreme form of difference. It entailsa violent hierarchy, in which one term of
opposition is always dominant and having a positive connotation. This positive term is
reserved for the White Europeans/colonisers. Very related to the logic of binarism is the
extreme logic of essentialism. Essentialism is the logic that groups or categories of
object have one or several defining features exclusive to all members of the group.
Thus, to say that the colonised is essentialised is to say that he is represented as an
'ontologically' distinct entity from the coloniser. Through binarism a constellation of
ideas about non-Europeans is formed that becomes the reference to all those interested
in those people. The reiteration and repetitions of the same idea about, for instance,
'oriental despotism, cruelty, sensuality," (Said, 4) hardens those ideas into clichés and
stereotypes that are taken for granted and employed to explain the behaviour of the
Orientals. Because the same ideas are persistently repeated and reiterated the colonial
discourse, here Orientalism acquires an amazing internal consistency. And this
'consistency' Said says, and this 'constellation of ideas' is the most important thing
about the discourse because it gives it strength and 'redoubtable durability' (6)

A close examination of the text will reveal that Kim reflects the ideas of the discourse
of Orientalism to justify the western domination over the non-western world. Our
doorway into the analysis will be Said's definition of Orientalism. Let us be quite clear
that Orientalism and colonial/imperial discourse do not amount to the same thing.
Colonial discourses are more complex and variable than Said's model of Orientalism;
they encapsulate, to be sure, Orientalism but go beyond it. Therefore, besides
Orientalism we will also rely on some other historical issues related to
colonialism/imperialism to show that Kipling's Kimreflects the assumptions of the
Orientalists and justifies imperialism.

In line with the Orientalist view Kipling believed in the racial superiority of the White
to justify imperialism. The belief of the racial superiority of the White over the
non-White strikes the readers from the start of the novel. The novel opens on a very
symbolic scene where Kipling justifies the white boy Kim's monopoly in the game over
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two Indian boys. Kim the British protagonist is seated 'astride Zam - Zammah (a
cannon at the Lahore Museum entrance) in defiance of municipal orders' (7) playing the
'king-of-the-castle' game with Abdullah, a Muslim boy, and Chotal.al, a Hindu boy.
Kim plays the part of king and prevents the boys from ascending the cannon. Abdullah
tries to make Kim step down but Kim tells him 'all Mussalmans fell of Zam-Zammah
long ago' (11)Chotal.al, too, tries to ascend the cannon but Kim tells him 'all Hindus
fell off Zam-Zammah too. The Mussalmans pushed them off' (11). To explain and
justify Kim's monopoly of the role of king and his preventing the Indian boys from
ascending the canon, Kipling as the narrator says: 'who hold Zam-Zammah--- hold the
Punjab' and there was some justification for Kim [. . .] since the English held the
Punjab and Kim was English and White' (11).

Quite explicitly, the child protagonist Kim is the representative of the British Raj in the
scene and so of the coloniser. Kim's words, his dominating attitude, and his
monopolistic hold of the cannon attest to that, Abdullah and Chotalal, for their part,
are the colonized. They are representatives of the majority religious groups in India, the
Muslims and the Hindus and as such of the Indians in general. The Zam-Zammabh, the
canon, is the symbol of power, and Kim's hold" of it is evidently symbolic of British
might and rule in India.The game's name itself -'king of the castle'- is also symbolic
and proves that Kim's play with the Indian boys is not innocent at all. It is a game who
rules whom, and it is not coincidence that Kim is the king in the scene. He is the ruler
in the game because he is the representative of the effective rulers of India, very
conscious of his belonging with the colonizers. Kim's dominance over the Indian boys
on the basis of Kim's being 'English' (meaning British, as later Kim appears to be
Irish) and 'white'. The supposedly cultural and racial superiority have been implied
through the signifiers 'English’ and 'White.'

The racial distinction thus announced at the very outset of the novel is persistently
maintained throughout the narrative through creating negative images about the natives
through the process of binary pairings, essentialising and stereotypical comments. Early
in the story Kim remains 'amazed' at Lama's truthfulness because 'speaking the truth'
is something 'a native [. . .] seldom 'presents' (26). A few lines later Kipling has his
narrator remark that 'Kim is the one soul' who [has] never told [Mahabub Ali] a lie'
(36).Very clearly the statement sets him as the opposite image of what the Indians are.
Once again and in the same page Kipling adds that 'for his own ends or Mahabub's
business, Kim could lie like an Oriental' (36). The natives never tell the truth to
strangers unlike their rulers, who are 'open-spoken English people' (199). 'The English
do eternally tell the truth,' Creighton said, 'therefore, they are made foolish' (188),
thus reinforcing the racial distinction between the Indians and the English.

With a similar fashion Kipling essentialises the Indians as treacherous and cunning
people. The woman with Mahabub Ali named Flower of Delight is presented as
treacherous. She tricks a man into drinking for a particular end and then unashamedly
reprimands him for having drunk against 'the Law of Prophet." Commenting on her
assumed treachery, the narrator says, 'Asiatics do not wink when they have
outmaneuvered an enemy'(38). Kipling's' Indians are also represented as rude,
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'sometimes very rude,' and abusive as the writing on the door of the Kashmir Serai
room attests. On the Grand Trunk Road, for instance, 'the long shouting, deep-voiced
little mob [. . .] of native soldiers on leave' say 'the most outrageous things to the most
respectable women in sight' (87).

In addition to their being liars, treacherous, rude and abusive, Kipling's Indians are
marked by all- level deficiency of character. They are irrational, naive and credulous;
and Kim exploits their 'immense simplicity' to get food, shelter and train tickets. The
epitome of the Oriental's meekness and naivety is, of course, the Lama who is, in
Patrick William's words 'childish, unthinking, incapable to the point of self-destruction-
of existence in the real world' (484).

A close observation shows that Kipling's Kim promotes the values of imperialism. In
Kimand Lama relationship, we see the text's complicity with imperialism. Firstly, Kim
is presented as the guide and the protector of the Lama in the complicated hustle and
bustle of Indian life with which the ethereal Lama is unfamiliar. And Edward Said
rightly comments that 'the Lama is placed within the protective orbit of British rule in
India' (135). Here we see the oriental Lama needs Kim's wits and guide to reach his
goal. Kipling holds the view of Hegel that 'Orient is beyond history.' So, it needs the
guide and wit of the technologically and racially superior West.

Secondly, Kipling manages to create an affectionate father son relationship between the
Lama and Kim, yet instead of conveying the usual dependence of the son on the father,
Kipling inverts the natural turn of things and carefully stresses the priest's total
dependenceon Kim making the boy figure as the fatherly caretaker of the child-like old
man. This reminds the readers Kipling's well-known poem 'The Whiteman's Burden'.

Thirdly, in Kim two quests, the Lama's for the Great Soul and Kim's to play the Great
Game of spying to maintain imperial rule, are symbolic. As a spy Kim is to renounce
ordinary life as the Lama is to shed all worldly attachments because worldly
attachments prevent men from attaining 'nirvana.’ Kim as a spy leads a life of disguise
and deception, keep conceals his secret motives to anyone. Just as Lama's mission will
be understood by a select few among the Buddhist holy men, Kim's mission will be
understood by a selected few among the British people overseas. Besides, the male
friendship in this context is very significant because colonial discourse is masculine.

Kipling's representation of Indian resistance and resentment is biased, an imperial
version of Indian history. By the late nineteenth century, the British Empire was the
supreme colonial power in the world, but this does not mean that it did not face any
challenges. Dissatisfaction of the natives with the British colonial rule grew manifestly
and the signs of cracks in the empire's edifice had already started to show up. India, in
particular, 'was well on its way toward a dynamic of outright opposition to British rule’
( Said 1994, 135). The relationship between the British and the Indians were changing
considerably. The Indian national congress was established in 1885. And about the
establishment of Congress Dr. Fakrul Alam in an eassy entitled 'Rudyard Kipling at the
Indian Moment' says, 'Eighteen eighty four and five were momentous years in Indian
history, the movement for greater self rule amidst educated Indians culminated in the
formation of the Indian National Congress.'
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By the time Kipling wrote Kim, the movement for self-rule gained great momentum and
feelings of regentment against the Angli- Indians, in particular, at the root of large scale
unrest that manifested itself, for instance, in widespread boycotts, protest meetings,
marches, bombing, and assassinations. Also, the memory of the Indian Mutiny in 1857,
the turning point in the history of colonial relations in India, was not completely
forgotten and the fear of future mutinies haunted the minds. But Kipling felt 'unese' and
was 'upset' by the notion of an Independent India. Therefore, in spite of great turmoil in
the Indian subcontinent Kipling in Kim depicts a tranquil and calm picture of India,
neglecting the historical reality. In Said's words Kim 'resisted the colonial reality' (135).

The choice of a loyalist Indian character to speak about the Mutiny and censure it is vey
significant. It is a very clever move of a clever artist like Kipling that has the effect of
illegitimising any act of resistance to British rule not from the view point of the English
but of the Indians themselves. Again the condemnation of the historical Mutiny as
'madness’ is a fragrant sign of Kipling's recourse to a rhetorical strategy to censure the
least sign of opposition to British rule.

The Orientalists believed that the Orient is backward in every respect; they cannot
gover themselves. Kiplling also in line with the discourse of Orientalism believed that it
was India's best destiny to be ruled by England, and, therefore, he was untroubled by
the notion of an independent India. Again Mahabub Ali, a Pathan is shown as a
collaborator with the British. Historically, the Pathans were in a state of unspecified
insurrectionists with the British throughout the 19th century. Another point notworthy
here is that whereas the late 19th and early 20th western writers gave expressions to
pervasive degenerations and disillusionment of the empire, Kipling portrayed an exotic
and idyllic picture of India in an age of insurmountable anxieties and disenchantment.

In addition to his pacifying of India and slighting the Indian resistance, Kipling proves
to have a critical view of the British colonial policy in the subcontinent, mainly the
issue who can best represent British rule and work for its perpetuation. Kim, in
particular, is replete with signs of uneasiness with those ignorant agents who know the
land and the people not from first-hand contact but only from books and encyclopedia,
and their ignorance does not but result into misunderstanding and ultimately in conflict,
the first source of menace to the Raj. The most explicit expression of this preoccupation
in the novel comes out from the mouth of an Indian character, namely the woman of
Kulu, who was teased by an English policeman, emphatically, remarks,'These be the
sort to oversee justice. They know the land and the custom of the land. The others, all
knew from Europe, suckled by white woman and learning our tongues from books are
worse than pestilence.'(104)

Kipling's target for ridicule also includes the Christian ministers of the creed that
'lumps nine-tenths of the world under the title of heathens'. To some extent we can
applaud Kipling for exposing the ignorance and bigotry of colonizers, but he never
questions the right of these ignorant tools to be in India. Besides, the distinction Kipling
is actually making is between those Europeans, such as Creighton and Kim himself who
have been in India for long time and know the country well and those 'uncurried
donkeys' (136) who have recently arrived knowing nothing about the country, and
bringing with them all that were worst in the British mentality.
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Commenting on this view of Kipling, Philip Wegner contends that Kipling's vision [. .
.] falls in the line with the late 19th century Orientalist ideologies that maintained that
the most effective ruler would be those who truly 'know India." Saidin his seminal
study of Orientalist ideology points out that 'knowledge of subject races or Oriental is
what makes their management easy and profitable' and that knowledge gives power,
more power requires more knowledge, and so on in an increasingly profitable dialectic
of information and control' (36). Of this dialectic of knowledge Kipling proves
well-aware, for he shows the relations between the political and ethnographic interest
through the character of Colonel Creighton in Kim. Creighton is not the only figure that
embodies the knowledge power nexus. The protagonist Kim is certainly of great
interest. As a boy growing up in Lahore, Kim learns the Indian culture, that is, the
customs, traditions, language, religions, modes, and manners. This makes him a
successful spy, and he learns to 'tuck' any 'mew craft . . . away in his head' because
'the more a man [knows] the better for him' (218). For his cross-cultural 'hybridity'
Kim succeeds as an intelligence agent. He is very good at cross-cultural mimicry. He
easily mingles with Indians of all cast adopting the proper manner and speaking the
vernaculars with perfect fluency. In doing this Kim sets a good example for
contemporary Anglo-Indian officials who were expected to strengthen the tie between
England and India in an era of increasing Indian political agitation.

Kipling's portrayal of the two Indian characters Mahabub Ali and HureeBabu are in
line with the Orientalist discourse. Kipling believes in the superiority of his culture, and
like the Orientalists he wanted to inculcate it in the natives. Lord Macaulay, the
president of the council of education in India, asserted in his infamous 'Minute on
Indian education of 1835: 'We must do our best to form a class of people who may be
interpreters between us and the millions whom we govern, a class of people, Indian in
blood and colour, but English in taste, in opinions in morals and in intellect' (McLeod,
2007, 141).

Babu in Kim is a product of colonial education by which English moral and manners
were taught as superiors, universal and a sense of inferiority about native culture,
values were inculcated in the colonized subjects. Therefore, HureeBabu while in Ch. 9
accompanying Kim to the station at the end of Kim's vacation, advised Kim to read
many dramas of Shakespeare and poems of Wordsworth, and speech of Burk. In
N'gugi's words Babu's mind has been colonized. Mahbub Ali too maintains high
opinion about the shahibs and demonstrates his role in Kim's growth to manhood. It is
Mahabub Ali who persuades Kim to stay with father Victor and learn rather than run
away with the horse dealer.

So far Kim's complicity with imperialism is presented in this article. Many critics are
also of the view that Kipling's painting of India and Indian people shows his great
affection and love for India. Kipling chooses to paint an image of a most harmonious,
from the coloniser's point of view of course, relationship in Kim. His pictorial and
idyllic celebration of India and its people, a careful paying of Raja's 'benevolence' and
apparently happy father-son relationship between Kim and Lama deserve special
mention in this regard.
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The skillful painting of beautiful image of India is achieved through Kipling's strewing
the text with passages that describe Indian scenery in bright colours and represent it as
beautiful, splendid, and very attractive and at the same time his emphasizing of Kim's
excitement at the sight of such scenery and his extreme joy of being in India. An
example of such passage is Kipling's description of the beautiful signs of day-coming in
India, which Kim happily contemplates: 'Golden, rose, saffron, and pink the morning
mists smoked away across the flat green levels. All the rich Punjab lay out in the
splendor of the keen sun' (46).

Another more exemplary passage is the following:
The diamond-bright down woke men and crows and bullocks together. Kim sat up
and yawned, shock himself, and thrilled with delight. This was seeing the world
in real truth; this was life as he would have it-bustling and shouting, the buckling
of belts, and beating of bullocks and creaking of wheels, lighting of fires and
cooking of food and new sight of every turn of approving eye. The morning mist
swept off in a whirl of silver, the parrot shot away to some distant river in
shrieking green hosts, all the well wheels within earshot went to work. India was
aware and Kim was in the middle of it, more awake and more excited than
anyone, chewing on a twig that he would presently use as a toothbrush, for he

borrowed right and left handedly from all the customs of the country he knew and
loved (100-101).

Kipling's beautiful picture of India like these cannot exempt him from the charge that
he is a prototypical colonialist. He does not find the beauty in Indian aspirations and
dreams for freedom. He disregards the nationalist resistance and resentment. Kipling
seems to inform the coloniser how enjoyable to rule India rich in natural resources. He
makes his countrymen aware that they have to foil the plans of their colonial rivals and
perpetuate their rule on so beautiful a country.

To finalise the image of his utopian India, Kipling presents a harmonious relationship
between the coloniser and the colonised in a sort of father-son relationship between the
old Lama and Kim. He creates an atmosphere of warm affection between the orphaned
Irish boy and the old Buddhist priest whose Indian disciple has succumbed to illness and
gradually creates a bond of friendship between them along with their journey together.
Very significantly, Kim is presented as a God-sent chela (disciple) whose mission is to
take care of the priest in this earthly world. 'He is, I think, not altogether of this
world,' says the old Lama to the village priest, 'He was sent to aid me in this search
and his name is Friend of all the world" (65).

To create the atmosphere of warm affection between Kim and Lama, Kipling stresses
the old man's fondness for Kim and the latter's fondness for the old priest. For
instance, not long after their meeting, Kipling has the Lama say to Kim 'my heart went
out to thee,' and Kim answers '[a]ndmine to thee' (124). The Lama calls Kim 'child of
my soul," (161). The bond of friendship between Lama, and the boy is gradually
developed to the level of fatherly love. In the same manner Kipling emphasises Kim's
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love for the old priest. This mystifying rhetoric, of course, reminds one of the
Prospero's and Crusoe's rhetoric that presents the shipwreck as a 'fortunate fall' and as
determined by God in the aim of 'enlightening' the savage and the heathen.

Besides, Kipling's attitude points not to a truly positive quality in the character of the
colonised but to a negative one. Despite Kipling's success to inspire feelings of love
and affection for the Lama, the reader cannot fail to sense how immensely the old
man's character is defective. He is of an incredible meekness, naivety, credulity and
irrationality. Despite his love for Lama, Kim repeatedly remarks that '[h]e is quite
mad,' (31) and unscrupulously exploits his credulity and uses him as a cover for his
spying mission in the hills. Also, despite his apparent respect for the old man's
knowledge and wisdom, Kim is definitely critical of Lama's philosophy of life. The
Lama teaches him 'abstain from action,’ but Kim says, 'At the Gates of Learning we
were taught that to abstain from action is unbefitting a Sahib. And I am a Sahib' (31).

Despite all his efforts to paint an immaculately faultless image of colonial relations,
Kipling fails to overcome his racial bias. His narrative is typically Orientalist, and his
Eurocentrism, like Defoe's is, so prevailing and so comprehensive that it undermines in
advance any positive attitude towards the colonised. This explains why the Indians, the
Lama included, are always distinguished from Kim and other English characters, no
matter how good they are, they definitely remain inferior to them. Despite being a
prominent secret agent, Mahabub Ali, for instance, remains a treacherous and
unfaithful Afghan, and despite his learning and his English education Huree Babu
remains typically a Bengali figure: superstitious, untrustworthy, and fearful. Neither
their loyalty to the Raj, nor, in the case of Babu, his MA diploma from Calcutta
University, can elevate them to the level of equality to Kim, Lurgan Sahib, or Colonel
Creighton. The agents Mahabub Ali and Babu are condemned to remain 'Asiatics' and
'Orientals’, a subject race, inferior to their English counterparts. Kipling maintains the
distinction between the coloniser and the colonised and consolidates the latter's status as
an inferior in his relation with the former. As Edward Said argues in his study of Kim,
the distinction between White and non-White in Kipling's India is absolute. In all his
writings, Kimincluded, Said comments: 'A Sahib is a Sahib and no amount of
friendship or camaraderie can change the rudiments of racial difference. Kipling would
no more have questioned that difference and the right of the White Europeans to rule,
than he would have argued with the Himalayas'. (135)

Besides, Kipling portrays Kim's character in a way which shows that Kim's ultimate
loyalty resides with the White, Kipling gives a reductionist view of Indians' aspirations
for freedom and portrays Indian characters as the agents of the empire. Like Conrad he
believed in racial superiority though they are different in their attitude. When Conrad
exposes the hypocrisy going on in the name of civilising mission, Kipling places the
colonial India as an undisturbed and tranquil place. In every consideration Kipling's
Kim is complicit with the Orientalist and imperialist projects.
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Abstract

Reform means making changes in institutional practice in order to achieve
improvement. The banking sector reform comprises policy reforms and basic
institutional changes in the status and their respective goals. The aim of this paper is
to discuss the major reforms undertaken in the banking industry of Bangladesh along
with its economic outcomes by using secondary data. The banking system of
Bangladesh followed the arms-length model since 1990s by undertaking a broad-
based reform program in the name of FSRP. Afterwards, it undertook BRC/CBRP
programs, liberalized interest rate policy, and adopted risk based capital adequacy
norms. While evaluating the performance of different clusters of banks, the study finds
that, perhaps, by dint of having strong and efficient management and adequate
compliance with the policy, the foreign banks were able to have considerably
improved performance whereas the local banks lack in achieving the same. However,
the paper reveals that although the financial sector of Bangladesh has developed in
many aspects, the banking sector still is not free from distortion, fragmentation, and
oligopolistic activities even after the financial reform measures. This is due to the
existence of high level of nominal lending rates, high nominal spreads, high
non-performing loans in different clusters of banks, etc. The statistical test ANOVA
reveals that there are significant differences among different type of banks in terms of
ROA, ROE, expenditure-income ratio, and non-performing loans. The paper
concludes that creating a competent environment for a rational spread rate,
introducing tailored products on both assets and liability front and proper
management of NPLs along with accurate risk management device may improve
financial stability in the banking system in the foreseeable future.

1.1. Introduction

Real economic growth goes hand in hand with an increasing amount and diversity of
the financial sector activities. In developing economies, the banking system mainly
mobilizes and allocates financial resources at a lower financial intermediation cost and
thereby enhances economic growth. However, such reduction of costs requires
continuous reforms in the banking system in tune with the technological advancements,
prudential laws and regulations, accounting standards, supervisory capability of the
banking regulators and efficiency of the bank officials in applying latest tools and
techniques to manage the operational, credit, and market risks of a transaction. In the

context of Bangladesh, an efficient and developed banking system is essential
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for transferring capital from savers to investors in order to channelize scarce resources
to maximize production. After the liberation, the then government of Bangladesh
nationalized and reorganized all banks and financial institutions except a few foreign
banks. The primary objectives of the banking policy at that time were to exercise state
control over the financial assets, to save an abandoned banking system from collapse, to
spread the coverage of the banking system to the rural areas for mobilizing financial
resources and to provide easier access to bank financing. The regulation broadly
covered fixation of interest rate on deposits and credits, direction of credit to public
sector enterprises (PSEs), priority sectors, and expansion of bank branches to increase
the network of the banking system. This system undoubtedly increased bank branches,
volume of deposits, and deployment of credits but led to the deterioration in the
efficiency of the banking system by increasing a number of unprofitable bank branches,
which, in turn, reduced bank's profitability. In 1982, the Bangladesh Government
initiated "ownership reform" program and allowed private commercial banks (PCBs) to
start their business in the industry to enhance the efficiency of the individual banks. At
the same time, the government denationalized two nationalized commercial banks
(NCB)s. Later on, several reform measures were initiated under the Financial Sector
Reform Program (FSRP) and subsequently under Banking Reform Committee (BRC)
and Commercial Bank Restructuring Project (CBRP).

1.2. Objectives of the Study
The broad objective of the study is to evaluate the progress in the financial development
in Bangladesh. The specific objectives of the study are -
e To review the banking sector reform programs and
e To examine how far the widespread reform measures have increased the
efficiency of the banking sector in Bangladesh.

1.3. Hypotheses of the Study
This study is paying attention to testing the hypotheses that
e Hypothesis-1 HO: The average Return on Assets (ROA) does not differ
according to the type of banks.
e Hypothesis-2 HO: The average Return on Equity (ROE) does not differ
according to the type of banks.
e Hypothesis -3 HO: The average of Expenditure-Income Ratio does not differ
according to the type of banks.
e Hypothesis-4 HO: The average ratio of Non-Performing Loans does not differ
according to the type of banks.

1.4. Research Methodology

The banking sector in Bangladesh has been divided into four categories, namely,
State-owned Commercial Banks (SCBs), State-owned Development Financial
Institutions (DFIs), Domestic Private Commercial Banks (PCBs), and Foreign
Commercial Banks (FCBs). The report is based on a critical review of secondary data
such as
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e Various publications and annual reports of Bangladesh Bank;

Annual reports of different commercial banks;

e Publications of both printed and electronic sources of different banks,
Bangladesh Bank and Ministry of Finance;

e Reports of international agencies like IMF, World Bank, Asian Development
Bank, etc.; and

e Statements submitted to Bangladesh Bank, etc.

To review the reform measures undertaken so far in the banking sector of Bangladesh,
the study segregates the reform measures into four phases. These are -

1. Ownership reform (1982-89),

2. Financial sector reform project (1990-95),

3. BRC/CBRP (1996-2002), and

4. Current reform programs (2003-onwards).

Various ratios were calculated and inter-bank comparisons were made using time series
data to compare the financial performance of different types of banks during the period
and to reach a reasonable conclusion about the impact of reforms. The impact
assessment of reforms in the banking sector has been measured in terms of profitability,
earnings efficiency, cost efficiency, and non-performing loans. In this regard, simple
accounting techniques, descriptive statistics, and relevant parametric tests have been
used. Data have been analyzed using SPSS to compare the various ratios among the
various types of banks. In this regard Analysis of Variance (ANOVA) test method has
been used. Performance and efficiency of the foreign-owned and domestic banks are
analyzed using the above mentioned indicators.

1.5. Literature Review

There are different views regarding the relationship between financial development and
economic growth. A number of studies were conducted to find out the relationship.
Some authors believe that the economic growth mostly depends on finance (Shaw,
1973; McKinnon, 1973) while some other authors consider that the relationship
between finance and economic growth is insignificant (Lucas, 1988). Later on, it is
observed that a country having an well-organized banking industry can achieve
economic growth rapidly as a consequence of the financial development (Levine, 2005).
Most studies concluded that the efficient financial activities channelize savings towards
investment in the productive sector which ultimately facilitates economic growth.
Literatures analyze several aspects of banking sector reforms and show its
consequences in different countries. Though several academic literature and empirical
studies show that financial reform develops financial system by improving banking
industry's competitiveness, mobilization of savings, and allocation of efficiency
whereby achieving economic growth (Besanko and Thakor, 1992; Claessens and
Laeven, 2004), there are limited studies that indicate that financial reforms are
disruptive and increases the vulnerability of the financial system (Rajan, 1992; Allen
and Gale, 2000). There are some empirical evidences in support of the impact of the
financial reforms. After reviewing the effect of denationalization and privatization
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aspects of financial reforms in Pakistan, Khan and Aftab (1994) conclude that it
improved performance of these banks in terms of growth of assets, recovery of loans,
and ratio of bad loans.

Regarding credit and interest rate Stiglitz and Weiss (1981) argue that credits are
intrinsically rationed in developing economies due to problems of asymmetric
information. They note that lenders cannot perfectly select the right borrowers without
costs ex ante and monitor the behaviour of borrowers ex post, and the price mechanism
does not clear the excess demand for funds. On the contrary, in the seminal work on
financial development, McKinnon (1973) and Shaw (1973) raise questions on the
applicability of the neoclassical approach to financial development in developing
countries in that the financial system in developing countries is mostly characterized by
low levels of formal intermediation with a weak institutional structure. Criticizing the
Tobin's model (1965) of economic growth, they argue that money and capital are
compliments rather than substitutes - the more the real money balances, the greater the
incentive to invest. Productive investment and capital accumulation occur as large
amounts of real money stocks create greater amounts of loanable funds available to
borrowers (McKinnon, 1973; Shaw, 1973 and 1981). In this view, expanded financial
intermediation between savers and investors increases the incentives to save and invest
which improves the efficiency of investment (Fry, 1982). They argue that financial
repression policies usually crowd out high-yielding investments, discourage future
saving and shrink the supply of investment finance as this policy make depositors to
move away from banks. As mixed results are observed through empirical analysis, it is
better to accumulate country experience to argue whether the banking sector reform
policy is suitable for ensuring prudence and stability of the banking system.

2.1. Reform Measures - Background

The banking system of Bangladesh, prior to the independence in 1971, was highly
concentrated in the urban areas. The banking sector in erstwhile East Pakistan was
owned and controlled by erstwhile West Pakistani owners. Bangladesh inherited a
narrow and thin banking sector with six commercial banks and few foreign banks.
Immediately after the liberation, the then government nationalized and reorganized all
banks and financial institutions, except a few foreign banks. In addition, the
government established two specialized banks - Bangladesh Shilpa Bank (BSB) and
Bangladesh Krishi Bank (BKB) - to cater for the industrial and agriculture financing
needs of the country in a planned way. This banking system was operating until the
end of 1980s with the directives of monetary authorities aiming at achieving objectives
of supplying cheap money to the State Owned Enterprises (SOEs) and priority sectors
like agriculture, export, and small and cottage industries in the private sector. For
instance, at the time of nationalization (1972), there were only 1116 bank branches
across Bangladesh of which 38% were located in the rural areas. At the end of 1980,
the bank branches increased to 3748 of which 63% were located in rural areas
(Economic Trends, various issues). Similarly, total deposits and credits increased to
Tk. 2806.86 and 3049.95 crores respectively in 1980 from Tk. 523.61 and 2806.86
crores respectively in 1972 (Economic Trends, various issues).
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2.2. Reform Measures
At this stage the government undertook several reform measures to improve
competition and efficiency in the banking system, which are as follows:

2.2.1. The Ownership Reform Program (1982-1989)

The ownership reform program was initiated in 1982 to encourage the private sector
and to strengthen and reinforce overall banking efficiency. As a part of ownership
reform program, the government denationalized two out of six nationalized commercial
banks (SCBs) and allowed the operation of local private banks. The main reason for
allowing local private banks was the desire on the part of the government to
demonstrate its commitments to encourage the private sector and to create competition
in the banking sector. However, it is argued that during the period of 1983 to 1985, the
operational efficiency of the banking sector further declined due to improper allocation
of credits which created huge nonperforming loans (NPLs) in the name of "sick
industry syndrome". Thus, the government appointed a "National Commission on
Money, Banking and Credit" in 1986 to diagnose the malaise and identify ways and
means for banking recovery. Based on the recommendations of the Commission, the
government undertook a number of steps to improve the efficiency of the banking
system which included fixation of recovery targets for the SCBs and DFIs, prohibiting
defaulters from getting new loans, self classification of loans by banks based on their
quality of loans, and increase of monitoring capabilities of the central bank.
Nevertheless, the deterioration in banking efficiency could not be arrested although
there was an increase of total number of bank branches, volume of deposits, and
credits.

Table 1: Comparative Share of Different Categories of Banks in Total Banking
Activities (1983-1989)

(Figures in the bracket indicate share in %)

Branch Expansion Deposit Mobilization
(Tk. In Crores)
Year SCBs DFIs PCBs FCBS SCBs DFIs PCBs FCBS
3270 780 536 17 5215.1 367.4 226.5 464.4
1983 (71.04) (16.94) (11.64) 0.37) (83.13) (5.86) (3.61) (7.40)
3560 1146 824 22 11597 859 4266 1369
1989 (64.12) (20.64) (14.84) (0.40) (64.10) 4.75) (23.58) (1.75)
Deployment of Credit Operational Efficiency
(Tk. in aores) ( Profitability in per Tk.100)
SCBs DFIs PCBs FCBS SCBs PCBs All Banks
4069 1298 124 290
1982-83 (70.39) (22.45) (2.15) (5.01) 0.23 0.16 0.32
9898 3822 3563 1087
1988-89 (53.88) (20.81) (19.4) (5.91) 0.002 0.15 0.11
Source: Compiled from various issues of Bangladesh Bank Economic Trends, Schedle Banks Statistics, and
Annual Reports of different years.
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Table 1 shows that the number of branches for SCBs increased from 3270 in 1983 to
3560 in 1989, but in relative terms they shared 64.12% of the total branches in 1989 - a
reduction of 6.92% in comparison to the year 1983. Similarly, the volume of deposits
and credits for SCBs increased by more than 100% in 1989 as compared to the year
1983, but their relative share in total banking industry decreased by almost 22% and
25% respectively during the same period. Likewise, the volume of deposits and credits
for DFIs are found to have a declined trend when a relative measurement is applied. On
the other hand, the share of bank branches, deposits, and credits for PCBs and FCBs
are found to have an increasing trend during the period of 1983-89. Nevertheless, the
operational efficiency of the banking system declined to 0.11% in 1989 from 0.32% in
1983, where SCBs showed to have a very poor performance.

This indicates that the ownership reform program (1983-89) helped to increase financial
intermediation in the economy but the overall banking efficiency declined due to the
presence of collusive behavior among banks followed by directed credits of the
government. There were also improper accounting system for recording accrued
interest income, lack of supervision on the part of Bangladesh Bank, inadequate support
for debt recovery and absence of prudential rules and regulations that can correct
financial failures. All these phenomena ultimately reflected a declining profitability of
the banking system.

2.2.2. Financial Sector Reform Program (1990-1995)
In 1992, Financial Sector Reform Program (FSRP) was launched under Financial
Sector Adjustment Credit (FSAC) of the World Bank. The broad objective of FSRP
was to make NCBs commercially viable for privatization and to help PCBs to increase
their market share. FSRP focused to improve the operations of NCBs through
introducing financial technologies, adopting international best-practices, setting up IT
based banking operation, etc. Major objectives of the Financial Sector Reform Program
(FSRP) were -

e Gradual deregulations of the interest rate structure with a view to improving the
allocative efficiency,
Providing market oriented incentives for priority sector lending,
Making subsidies in the priority sectors more transparent,
Adoption of appropriate monetary policy,
Improvement in debt recovery environment, and

e Strengthening of the capital markets.
During the tenure of the program, the FSRP consultants provided extensive training to
a large number of bank officials on how to analyze the risk associated with lending,
introduce ledger card while sanctioning new loans, report any loan of large monetary
amount, supervise, inspect the banks effectively, and to use the MIS effectively and
efficiently.

A major policy change introduced in a key policy variable was in the area of interest
rate policy. In place of arbitrarily fixed interest rate, Bangladesh Bank introduced a
flexible market oriented interest rate structure from January 1990. It also abolished
sector specific concessional refinance facility. Interest rate bands were prescribed for
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different categories of loans, advances, and deposits within which banks were at liberty
to determine their respective rates. Lending rate bands were determined on the basis of
shadow lending rates, and deposit rate bands were determined taking into consideration
the expected rate of inflation and a positive real return for savers. Interest rate bands
were abolished except for export, agriculture, and small and cottage industries. Banks
have their discretion to charge differential rates of interest on the basis of risks attached
to borrowers and also on term loans on the basis of maturity period. At present, banks
are free to fix up their deposit rates on the basis of market forces.

Accordingly, the FSRP brought about a number of developments in the banking system
of Bangladesh. Table 2, shown below, summarizes this development into four broad
groups such as - screening, monitoring, transparency, and lender's recourse
regulations.

Table 2: New Loan Laws and Regulations

Screening Monitoring Transparency Lenders’ recourse
i) LRA i) NLLC i) Loan Classification and i) Money Loan Court Act, 1990
ii) CIB ii) LLRS Provisioning ii) Bank Companies Act 1991
iii) Loans to Insiders and iii) PPS ii) Risk Based Capital iii) Financial Institution Act 1993
Connected Parties iv) Off-site Supervision Adequacy
iv) Interest Rate Deregulation v) Repo and Reverse Repo iii) CAMELS rating

Operations iv) Adoption of IAS 30

Source: Choudhury and Moral 1997

In the case of monitoring, the performance-planning system, large loan reporting
system and the supervisory role of the central bank was given emphasis, while to
ensure stability and transparency in financial intermediations, minimum capital
requirement (Tk. 100 crore), capital adequacy ratio (8% of the risk weighted assets),
CAMEL rating, and the International Accounting Standard for the preparation of bank
accounts were introduced. Banks were also asked to classify their loans, make provision
thereof as well as instructed to disregard accrued interest on classified loans as their
income so as to protect them from vulnerability. Alongside these measures, the Money
Loan Court Act and Bankruptcy Act were enacted to improve the loan recovery
performance. However, a review of the outcomes of the FSAC indicates that the reform
measures were implemented satisfactorily, but the desired outcome were not very
encouraging.

2.2.3. Banking Reform Committee (BRC)/Commercial Bank Restructuring Project
(CBRP) (1996-2002)
Just before the expiry of FSRP term, the government formed a Banking Reform
Committee (BRC) in October, 1996, in order to fix the problems unveiled by FSRP.
The broad objectives of BRC were to place recommendations regarding -

(i) Improving debt recovery environment of banks;

(ii) Increasing income, reducing expenditure, and upgrading service standard of banks;

(iii) Improving the personnel quality of the banks; and

(iv) Strengthening supervisory capacity of Bangladesh Bank.

Subsequently in May, 1997, the government also undertook a Commercial Bank
Restructuring Project (CBRP) funded by the World Bank. The CBRP mainly focused
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on improving the supervisory and regulatory framework of the commercial bank,
enforcement of the power of Bangladesh Bank in loan monitoring, and restructuring the
legal framework related to finance and banking. The report of the Bank Reform
Committee (BRC) gave highest priority on restructuring of the supervisory and
regulatory set up for ensuring strong system of enforceable oversight of banks. At the
same time, the CBRP also asked for strengthening of legal framework and effective
restructuring of the SCBs. For reducing the political interference, BRC proposed not to
interfere with the affairs of the Bangladesh Bank Board and to set a clear-cut guideline
for deficit financing of the government. The BRC also suggested that the Directors of
the NCB boards cannot be the Members of Parliament or the office bearer of a political
party or loan defaulters. The BRC also opined that the 'regulatory forbearance' on the
part of Bangladesh Bank has been responsible for the continuing problems with the
"problems banks". The government also removed the floor rates of deposits in 1997.
Finally, in August, 1999, the government eliminated interest band on agriculture and
small and medium enterprises (SMEs) loans.

2.2.4, Current Reform Programs (2003 onwards)

After the expiry of BRC/CBRP program, the government of Bangladesh continued
undertaking different measures and initiatives to make the banking system robust and
competitive. A brief summary of these measures is given bellow-

e Formation of Audit Committee by individual banks to assist the Board in
fulfilling its oversight responsibilities;

e Provision for appointing two independent directors representing the depositors' interest;

e Measures to strengthen risk management through recognition of different
components of risk, assignment of risk-weights to various asset classes;

e Several provisions of the three important Acts relating to Banking, viz. the
Bangladesh Bank Order, 1972, the Bank Company Act, 1991 and the Banks
Nationalization Order, 1972 have been amended during the period 2003 with a
view to further strengthening the activities of the banking sector, bringing
dynamism, and extending greater autonomy to the central bank;

e Enactment of the Artha Rin Adalat Ain, 2003 to provide mainly for speedy
procedures for obtaining decrees and execution with provision made for
Alternative Dispute Resolution to ensure early settlement of disputes through
settlement conference and negotiations;

e Development of a basic risk management model for selected areas of banking
operation;

e Promulgation of "Money Laundering Prevention Act, 2012 repealing Money
Laundering Prevention Act, 2009 and Anti Terrorism (Amendment) Act, 2012";

e High priority is accorded to ensure Corporate Governance in Banks;

e Introduction to uniform account opening and KYC profile form for all banks;
besides, the National Payment System Council (NPSC) was reorganized to
support the development of sound and efficient payment, to support clearing and
settlement systems, and to serve as a forum for cooperation in domestic and
international payment matters;
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Mapping of External Credit Assessment Institutions (ECAIs) rating with the
Bangladesh Bank Rating Grade;

Introduction of CAMELS supervisory rating system, move towards risk-based
supervision, consolidated supervision of financial conglomerates, and
strengthening of off-site surveillance through control returns;

Stress Testing becoming mandatory for the Schedule Banks;

Introduction to Corporate Social Responsibility;

Safeguard Policy for the banks on capital market activities;

Green Banking- a new dimension; and

On-line CIB services.

3.1. Descriptive Statistics
Table 3: Distribution of Deposits, Advances and Net Profit by Category of Banks

SCBs PCBs FCBs DFlIs
Share Share of Net Share | Share of Net Share | Share of Net Share Share of Net

of Advances | Profit of Advances | Profit of Advances | Profit of Advances | Profit
Year | nooosits | (%) | (Tkin | Deposits | (%) | (Tk.n |Deposits| (%) (Tk.in | Deposits | (%) | (Tk.in

(%) crore ) (%) crore ) (%) crore ) (%) crore )
1991 61.18 52.66 -38.78 | 26.99 22.00 -11.45 | 6.95 6.01 25.32 4.88 19.33 9.81
1992 62.78 49.56 | -143.39 | 25.63 24.75 -7.62 6.48 6.13 38.36 5.11 19.59 | -193.4
1993 62.16 52.16 -31.90 | 28.33 26.25 -9.46 4.17 4.71 54.36 5.44 16.88 | -97.14
1994 62.52 50.60 18.82 27.22 27.35 16.40 3.95 5.01 68.32 6.31 17.04 |-307.10
1995 61.19 53.13 112.37 | 27.93 27.59 76.49 4.54 5.14 90.76 6.34 14.14 |-250.88
1996 61.33 52.88 28.11 27.83 26.73 137.87 | 5.30 5.40 98.72 5.54 14.99 |-292.07
1997 60.26 53.03 16.77 28.19 26.94 199.73 | 6.40 5.77 135.02 5.15 14.26 |-209.12
1998 60.21 51.09 -5.98 27.22 25.58 160.97 | 7.36 5.21 149.43 5.02 17.92 | -261.02
1999 59.91 50.08 -16.66 | 27.54 25.92 178.44 | 6.99 5.21 149.70 5.56 18.07 |[-296.70
2000 55.81 48.53 24.58 30.30 29.16 309.97 | 7.93 5.22 220.46 5.96 17.09 |-532.37
2001 50.92 46.50 38.24 36.49 34.87 514.48 | 6.85 6.86 259.81 5.64 11.77 | -79.81
2002 50.32 45.56 19.88 36.84 36.16 | 458.79 | 7.02 6.81 224.08 5.82 1147 |-114.64
2003 46.00 41.7 68.21 41.1 40.8 475.59 7.4 7.3 276.44 5.5 10.2 -24.32
2004 42.8 39.6 1904.72 | 443 435 736.49 7.2 7.2 392.01 5.7 9.7 -87.89
2005 40.0 374 _ 47.0 45.6 954.71 7.2 7.3 470.18 5.8 9.7 -240.68
2006 35.2 32.7 |4415.92| 513 47.7 931.54 8.1 11.8 624.12 5.4 7.8 -123.00
2007 32.6 33.1 -809.10 | 53.5 51.4 1995.75| 8.5 8.2 723.33 5.4 7.3 -143.62
2008 29.6 31.1 897.68 56.6 54.2 | 2818.66| 8.4 8.0 1138.42 5.4 6.7 -167.17
2009 28.6 28.6 [2533.58| 59.0 57.4 3947.72| 7.0 7.4 708.78 5.3 6.6 40.16
2010 28.1 28.5 1176.26 | 60.9 58.8 6032.03| 6.1 6.6 645.62 4.9 6.1 105.76
2011 27.4 _ _ 61.8 _ _ 6.0 _ _ 4.8 _ _
2012 25.5 - - 63.6 - - 6.1 - - 4.8 - -
2013 26.0 - - 62.8 - - 5.7 - - 5.5 - -
Source: Bangladesh Bank, Economic Trends, various issues, Bangladesh Bank, Annual Report, various issues
Note: (1) Net profit figures are after Tax., (P) = Provisional.

Table 3 reveals that the share of SCBs and PCBs in total deposits remained constant
nearly within 62% and 27 % respectively during the FSRP period (1991-95), but the share
of deposits for DFIs increased to 6.34% in 1995 from 4.88% in 1991. On the other hand,
the share of FCBs in total deposits declined from 6.91% in 1991 to 4.54% in 1995 with a
volatile trend. Similarly, the SCBs' share of advances during the stated period was
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volatile. Somehow, SCBs' share increased from 52.66% in 1991 to 53.13% in 1995.
PCBs' share in advance increased from 22 % in 1991 to 27.59% in 1995, but the share of
FCBs and DFIs declined from 6.01% to 5.14% and 19.33% to 14.14% respectively
during the stated period. However, the amount of net profit of the SCBs increased from
Tk. (-) 38.78 in 1991 crore to Tk.112.37 crore in 1995. Similar trend is observed in the
case of PCBs and FCBs, but the DFIs are shown to have a declined trend in their net
profit that reduced to Tk. (-) 250.88 crore in 1995 from Tk.9.81crore in 1991.

From the table, it is also seen that the share of SCBs in total deposits declined from
61.33% in 1996 to 50.32% in 2002 while that of PCBs increased from 27.83% to
36.84% during the above period (1996-2002). Again the share of FCBs increased from
5.30% in 1996 to 6.81% in 2002. Similarly, the share of DFIs' also increased from
5.54% to 5.82% during the period 1996-2002. In regard to advances, SCBs' share in
advances declined from 52.88% to 45.56%, PCBs' share sharply increased from
26.73% to 36.16%, the share of FCBs also increased from 5.40% to 6.81%, but the
share of DFIs sharply declined from 14.99% to 11.47% during the FSRP period
1996-2002. The amount of net profit of the SCBs during the same period declined from
Tk. 28.11 crore to Tk.19.88 crore, whereas PCBs' net profit increased from Tk.137.87
crore to Tk.458.79 crore. FCBs also remarkably earned Tk.224.08 crore in 2002 from
Tk.98.72 crore in 1996. Importantly, the net loss of DFIs declined from Tk.292.07
crore to Tk. 114.64 crore during the stated period 1996-2002. Thus, the BRC/CBRP
initiatives improved the financial health of the banking system to a great extent, but
failed to curb the NPLs of the banking industry.

Table 4: Interest Rates, Spread, and Inflation Rates (All Banks)

Year Deposit Rate Lending Rate Spread Inflation Real Spread
1990-1991 9.11 14.99 5.88 8.9 -3.02
1991-1992 8.11 15.12 7.01 5.1 1.91
1992-1993 6.51 14.39 7.88 4.3 3.58
1993-1994 5.34 12.78 7.44 3.28 4.16
1994-1995 4.86 12.22 7.36 8.87 -1.51
1995-1996 6.11 13.41 7.30 6.65 0.65
1996-1997 6.67 13.69 7.02 3.96 3.06
1997-1998 7.07 14.02 6.95 8.66 -1.71
1998-1999 7.28 14.16 6.88 7.06 -0.18
1999-2000 7.21 13.86 6.65 2.79 3.86
2000-2001 7.03 13.75 6.72 1.94 4.78
2001-2002 6.74 13.16 6.42 2.79 3.63
2002-2003 6.29 12.78 6.49 4.38 2.11
2003-2004 5.65 11.01 5.36 5.83 -0.47
2004-2005 5.62 10.93 5.31 6.48 -1.17
2005-2006 6.68 12.06 5.38 7.16 -1.78
2006-2007 6.85 12.78 5.93 7.20 -1.27
2007-2008 6.95 12.29 5.34 9.94 -4.6
2008-2009 7.01 11.87 4.86 6.66 -1.8
2009-2010 6.01 11.31 5.30 7.31 -2.01
2010-2011 7.27 12.42 5.15 10.91 -5.76
2011-2012 8.15 13.75 5.60 8.69 -3.09

Note: Rate of interest on scheduled banks (weighted average) Source: Bangladesh Bank, Economic Trends Various Issues
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For instance, as table-4 depicts, the spread in the banking sector of Bangladesh has
increased from 5.88% in 1990-91 to 7.30% in 1995-96. In 2011-12 the spread declined
to 5.60%, but in terms of competitiveness this remained very high for the banking
system and market distortions increased. The real interest spread is found negative in
most of the years during the period of 1990-91 to 2011-12.

4.1. Impacts of Reforms on the Banking Sector in Bangladesh

An economy belonging to either developed or developing zones of the globe is
significantly influenced by how well its banking industry performs. In fact, to what
extent the reform measures could improve the overall efficiency and stability of the
banking system of Bangladesh can be analyzed with several performance indicators that
are discussed bellow.

4.1.1. Profitability of the Banking Industry

Profitability is one of the indicators to measure the improvement in the banking
industry. Generally "Return on Assets (ROA)" and the "Return on Equity (ROE)" are
the indicators to determine the profitability. ROA and ROE ratios of different clusters
of banks over the period 1998-2013 are shown in Table-5.

Table 5: Profitability Ratios by Type of Banks

Return on Assets (ROA) Return on Equity (ROE)
Year Type of Banks Type of Banks
SCBs DFIs PCBs FCBs | All Banks SCBs DFIs PCBs FCBs | All Banks
1998 0 -2.8 1.2 4.7 0.3 0.3 -36.3 26.8 40.7 6.6
1999 0 -1.6 0.8 3.5 0.2 -1.1 -29.4 15.3 41.8 5.2
2000 0 -3.7 0.8 2.7 0 1.7 -68 17 27.3 0.3
2001 0.06 0.67 1.12 2.8 0.69 2.39 12.28 20.94 32.39 15.9
2002 0.1 0.33 0.75 2.36 0.52 4.21 5.76 13.56 21.47 11.56
2003 0.08 -0.04 0.69 2.55 0.49 3 -0.61 11.37 20.39 9.75
2004 -0.14 -0.13 1.24 3.15 0.69 -5.75 -2.14 19.53 22.47 12.97
2005 -0.1 -0.13 1.06 3.09 0.6 -6.9 -2.0 18.1 18.4 12.4
2006 0 -10.15 1.07 3.34 0.79 0 2.0 15.19 40.7 14.13
2007 0 -0.27 1.28 3.1 0.89 0 -3.4 16.65 41.8 13.78
2008 0.7 -0.6 1.37 2.94 1.1 22.52 -6.9 16.37 27.3 15.6
2009 1 0.4 1.6 32 1.4 26.4 -171.7 21 22.4 21.7
2010 1.1 0.2 2.1 2.9 1.8 18.4 -3.2 20.9 17 21
2011 1.3 0.1 1.6 32 1.5 19.7 -0.9 15.7 16.6 17
2012 -0.6 0.1 0.9 33 0.6 -11.9 -1.1 10.2 17.3 8.2
2013 0.6 -0.4 1 3 0.9 10.9 5.8 9.8 16.9 11
Source: Bangladesh Bank Quarterly, Annual Reports of different years

It is obvious from the table that ROA and ROE ratios differ largely by type of banks
even after the reform measures. The ROA of the SCBs were found to be nil during the
period 1998-2000 and 2006-2007, which were even worst (negative) in case of the
DFIs. In 2010 these have been 1.1 percent and less than 1.0 percent respectively.
SCB's return on equity ratio was 0.3 percent in 1998, but it suddenly rose to 22.52
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percent and 26.4 percent in 2008 and 2009 respectively. Though it went negative (11.9
percent) in 2012, it again rose to 10.9 percent in 2013. In case of DFIs, the ROE
position remained worst (-171.7 percent) in 2009 due to huge operating losses. On the
other hand, the PCB's ROA ratio is found to have a positive but inconsistent trend,
whereas the FCB's showed a consistently better trend over the last 16 years. Notably,
the difference of ROE between PCBs and FCBs reduced substantially for the years
2005 and 2009 to 2011. The ROE of PCBs and FCBs were strong (21.0 percent and
22.4 percent respectively) in 2009. This reveals a growing competition between FCBs
and PCBs after the reform measures. In this context, now it is the matter of interest to
know whether the mean difference of various ratios among banks is significant or not.
Hence the ANOVA test has been used to test the mean differences.

Table 6: Descriptive Statistics (ROA)

Return on Assets (ROA)

Ty(/)r;e N Mean Std. Std. 95% Confidence Interval for Mean | Minimum | Maximum
Banks Deviation Error Lower Bound Upper Bound

SCBs | 16 .2562 .52338 .13085 -.0226 .5351 -.60 1.30
DFls 16 | -1.1262 2.68606 .67151 -2.5575 .3050 -10.15 .67
PCBs 16 1.1612 .37402 .09351 .9619 1.3606 .69 2.10
FCBs 16 3.1144 51721 .12930 2.8388 3.3900 2.36 4.70
Total 64 .8514 2.07082 .25885 .3341 1.3687 -10.15 4.70

From table-6, it is seen that the mean ROA of DFI's is negative; SCB's and PCB's are positive
but very poor compared to FCB's.

Table 7: ANOVA (ROA)

Sum of Squares Df Mean Square F Sig.
Between Groups 151.718 3 50.573 25.619 .000
Within Groups 118.444 60 1.974
Total 270.161 63

From Table 7, it can be concluded that the mean difference of ROA among banks is significant.
And thus we can reject the hypothesis that there is no difference of ROA among banks.

Table 8: Descriptive Statistics (ROE)

@ N Mean Std. Std. Error | 95% Confidence Interval for Mean | Minimum Maximum

iﬂgi Deviation Lower Bound Upper Bound

SCBs | 16 5.2419 11.16197 | 2.79049 -.7059 11.1897 -11.90 26.40
DFls 16 | -13.1031 | 21.32685 | 5.33171 -24.4674 -1.7388 -68.00 12.28
PCBs | 16 | 16.7756 4.46889 1.11722 14.3943 19.1569 9.80 26.80
FCBs | 16 | 26.5569 9.77690 2.44422 21.3471 31.7666 16.60 41.80
Total | 64 8.8678 19.66612 | 2.45826 3.9554 13.7803 -68.00 41.80

Table 8 shows that the mean ROE of DFI's is negative, SCB's and PCB's are positive but poor
compared to that of FCB's.
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Table 9: ANOVA (ROE)
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Sum of Squares Ds Mean Square F Sig.
Between Groups 13940.895 3 4646.965 26.746 .000
Within Groups 10424.742 60 173.746
Total 24365.637 63

From Table 9 it can be concluded that the mean difference of ROE among banks is significant.
And thus we can reject the hypothesis that there is no difference of ROE among banks.

4.1.2. Earnings Efficiency

The banking system remained fragmented and distorted even after the reform program.
For instance, in almost all cases the lending rates, the nominal spreads and the real
spreads of SCBs are found to be lower while comparing the same with the PCBs and
FCBs.

Table 10: Interest Rate, Inflation and Spread of Major Cluster of Banks

Nationalized Commercial Banks

Year Deposit Rate | Lending Rate| Inflation |Nominal Spread| Real Spread
1990 9.29 14.06 9.3 4.77 -4.53
1991 9.12 14.03 8.31 4.91 -3.4
1992 6.98 14.36 4.56 7.38 2.82
1993 6.08 13.14 2.73 7.06 4.33
1994 5.14 11.63 33 6.49 3.19
1995 5.43 11.85 8.9 6.42 -2.48
1996 6.89 13.16 6.7 6.27 -0.43
1997 7.3 13.81 3.96 6.51 2.55
1998 7.43 13.98 8.66 6.55 -2.11
1999 7.69 13.69 7.06 6 -1.06
2000 7.36 13.36 2.79 6 3.21
2001 6.9 12.93 1.94 6.03 4.09
2002 6.27 12.42 2.79 6.15 3.36
2003 5.82 11.59 4.38 5.77 1.39
2004 4.88 9.75 5.83 4.87 -0.96
2005 4.59 10 6.49 5.41 -1.08
2006 5.21 10.84 7.16 5.63 -1.53
2007 4.96 11 7.2 6.04 -1.16
2008 4.96 8.92 9.94 3.96 -5.98
2009 5.04 8.51 6.66 3.47 -3.19
2010 5.01 9.18 7.31 4.17 -3.14
Average 6.30 12.01 6.00 5.71 -0.29
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Private Commercial Banks

Year Deposit Rate | Lending Rate| Inflation |Nominal Spread| Real Spread
1990 9.13 16.44 9.3 7.31 -1.99
1991 9.12 16.5 8.31 7.38 -0.93
1992 8.33 16.73 4.56 8.4 3.84
1993 6.49 14.97 2.73 8.48 5.75
1994 5.33 14.09 3.3 8.76 5.46
1995 4.88 14.05 8.9 9.17 0.27
1996 5.6 14.41 6.7 8.81 2.11
1997 6.21 14.66 3.96 8.45 4.49
1998 6.3 14.88 8.66 8.58 -0.08
1999 6.49 14.91 7.06 8.42 1.36
2000 6.75 14.71 2.79 7.96 5.17
2001 6.84 14.39 1.94 7.55 5.61
2002 7.07 14.12 2.79 7.05 4.26
2003 6.99 13.54 4.38 6.55 2.17
2004 6.46 12.00 5.83 5.54 -0.29
2005 7.4 12.47 6.49 5.07 -1.42
2006 8.62 14.06 7.16 5.44 -1.72
2007 8.44 13.43 7.2 4.99 2.21
2008 8.91 13.61 9.94 4.7 -5.24
2009 7.14 12.43 6.66 5.29 -1.37
2010 6.8 12.02 7.31 5.22 -2.09

Average 7.11 14.21 6.00 7.10 1.10
Foreign Commercial Banks

Year Deposit Rate | Lending Rate| Inflation |Nominal Spread| Real Spread
1990 6.58 15.54 9.3 8.96 -0.34
1991 5.55 14.5 8.31 8.95 0.64
1992 4.7 14.12 4.56 9.42 4.86
1993 3.46 12.86 2.73 9.4 6.67
1994 2.69 11.86 3.3 9.17 5.87
1995 3.52 11.13 8.9 7.61 -1.29
1996 4.71 12.15 6.7 7.44 0.74
1997 5.53 12.8 3.96 7.27 3.31
1998 6.27 13.49 8.66 7.22 -1.44
1999 5.58 13.15 7.06 7.57 0.51
2000 5.04 12.68 2.79 7.64 4.85
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2001 4.04 12.27 1.94 8.23 6.29
2002 4.57 11.97 2.79 7.4 4.61
2003 4.78 12.1 4.38 7.32 2.94
2004 4 11.45 5.83 7.45 1.62
2005 3.96 11.83 6.49 7.87 1.38
2006 4.71 12.89 7.16 8.12 0.96
2007 4.81 13.57 7.2 8.76 1.56
2008 5.25 14.58 9.94 9.33 -0.61
2009 3.81 13.07 6.66 9.26 2.6
2010 3.01 11.84 7.31 8.83 1.52
Average 4.60 12.85 6.00 8.25 2.25

Source: Scheduled Banks Statistics, 1990-2010, Bangladesh Bank

According to table-10, the average real spread of SCBs was much lower, - 0.29%, in
comparison to the PCBs (1.10%) and FCBs (2.25%). However, with respect to the
nominal deposit rates among the cluster of banks, SCBs are found to be higher in
comparison to that of PCBs and FCBs during the period 1995-2001 whereas in other
periods (1990-94 and 2002 -2010), a reverse situation (lower deposit rates) can be seen,
except in some cases. Importantly, the nominal deposit and lending rates for every
cluster of banks are found in a declining trend, except in some cases, indicating
increased competition within the banking system during this period. While real spreads
of FCBs are found positive in most of the cases, the real spread of SCBs and PCBs are
found to be varied with negative and positive outcomes. Importantly, the real spread of
SCBs and PCBs became negative from the year 2004 onwards as compared to FCBs
during the same period that ultimately reflects that the banking system remained
uncompetitive, distorted, and inefficient even in the liberalized regime.

Table-11: Net interest income by type of banks (in billion Taka)

Type | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013
of
Banks
SCBs 2.2 3.1 | -12 | -1.8 | -1.5 | -03 ]| -1.1 | 7.7 9 7.4 79 | 12.1 ] 19.8 | 343 | 149 | 54

DFIs | 0.5 | -0.1 1 27 | 1.4 | 1.3 | 1.8 1 1.7 | 1.4 | 1.9 | 1.9 | 62 49 | 47 | 38
PCBs | 2.3 3 6.1 | 92 | 102 | 12 | 13.7| 21 | 254 | 36.1 | 48.5|56.7 | 82.8 | 91.4 | 115 | 118
FCBs | 22 | 1.8 | 25 | 33 | 34 | 3.6 | 42 | 56 | 82 | 699 | 12.6 | 10.7 | 13 16.1 | 19.6 | 15.8
Total | 7.1 | 7.8 | 84 | 13.4 | 13.5| 16.6 | 183 | 353 | 44.3 | 54.8 | 70.9 | 81.5 | 121.9| 146.7 | 154 | 132

Source: Bangladesh Bank Quarterly and Annual Reports of different years.

Table 11 represents the aggregate net interest income (NII) of the banking sector. It
reveals that the NII of the banking system positively and consistently increased from
Taka 7.1 billion in 1998 to Taka 132 billion in 2013. SCBs are able to increase their
NII after 2004 and during 2011 it was Taka 34.3 billion. However, it began to fall
afterwards and became negative (- 5.4) in 2013. NII of DFIs is also on positive trend
for the last couple of years and their NII was Taka 6.2 billion in 2010. But the trend
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shows a declining rate during 2011 to 2013. However, the upward trend in NII of PCBs
and FCBs during 2010 indicates that they enjoyed a high spread between interest rates
of lending and deposit collecting. Likewise, the NII of the PCBs has shown positive
trend since 1998. In the year 2013 it rose to Taka 118 billion. This also implies that the
banking system of Bangladesh remained fragmented and oligopolistic.

4.1.3. Cost Efficiency
Table 12 represents expenditure to income ratio as an indicator of the operating
efficiency of the banking system.

Table-12: Expenditure-Income Ratio of Banks

Type of Banks
Year SCBs DFIs PCBs FCBs All Banks

1998 99.8 99.8 86.3 60.1 95.4
1999 100.5 100.5 90.4 67.4 96.6
2000 99.4 99.4 90.8 71.7 99.9
2001 99 99 88.1 75.7 91.2
2002 98.5 98.5 91.9 78.3 93.3
2003 98.8 98.8 93.1 80.3 93.9
2004 102.3 102.3 87.1 76.3 90.9
2005 101.9 101.9 89.3 70.8 92.1
2006 100 100 90.2 71.1 91.4
2007 100 100 88.8 72.9 90.4
2008 89.6 89.6 88.4 75.8 87.9
2009 75.6 75.6 72.6 59 72.6
2010 80.7 80.7 67.6 64.7 70.9
2011 62.7 62.7 71.7 47.3 68.6
2012 73.2 73.2 76 49.6 74

2013 84.1 84.1 77.9 50.4 71.8

Source: Bangladesh Bank Annual Report of different years

It is revealed from Table 12 that the expenditure-income (EI) ratio of the DFIs was
very high with 180.4% in 1998. The position, however, improved after 2000, and the
ratio came down to 89.1% and 95.9% in 2001 and 2002 respectively. However, it
again rose to 101.1% in 2003. Later on, the DFI's EI ratios were increased to 112.1%
in 2009 due to huge operating losses and improved to 87.8% in 2010. But it starts to
increase afterwards and rise to 94.8% in 2013. Similarly, the EI ratio of the SCBs
increased to 102.3% in 2004, which was improved to 62.7% in 2011. Likewise, the EI
ratios of PCBs were found to be substantially high due to deduction of loan loss
provision, other assets and corporate tax from current income. However, it improved to
67.6% during 2010. In this regard the FCB's EI ratio is found to be the lowest in the
banking system, indicating that FCBs are better operationally managed than SCBs,
DFIs and PCBs.
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Table 13: Descriptive Statistics (Expenditure-Income Ratio)

Type M Mean Std. Std. 95% Confidence Interval for Mean
L Minimum Maximum

of Banks (Percent) | Deviation | Error Lower Bound | Upper Bound

SCBs 16 91.6312 | 12.46867 | 3.11717 84.9872 98.2753 62.70 102.30

DFIs 16 111.5188 | 29.25445 | 7.31361 95.9302 127.1073 87.80 180.40

PCBs 16 84.3875 8.25460 2.06365 79.9889 88.7861 67.60 93.10

FCBs 16 67.3375 | 10.97390 | 2.74348 61.4899 73.1851 47.30 80.30

Total 64 88.7188 | 23.25350 | 2.90669 82.9102 94.5273 47.30 180.40

Table 13 explores that mean of expenditure-income ratios of DFIs is about 111.52%
which indicates that the average expenditure of DFIs is more than its average income.
This table also shows that mean expenditure-income ratio of FCBs is lowest among the
banks which implies that average expenditure of FCBs is less than its average income.

Table 14: ANOVA (Expenditure-Income Ratio)

Sum of Squares Df Mean Square S Sig.
Between Groups 16067.844 3 5355.948 17.855 .000
Within Groups 17997.834 60 299.964
Total 34065.678 63

Table 14 reveals that mean of expenditure-income ratios between banks is significantly
different from each other. Hence, we can reject the hypothesis that there is no
difference of expenditure-income ratios among the banks due to their types.

4.1.4. Non-Performing Loans

The Non-Performing Loans (NPLs) Ratio is the most important indicator to identify the
problem inherent in asset quality. Initially the FSRP could not curb the NPLs of the
banking sector of Bangladesh. For instance, in 1990 26.09% of the total loans were
classified as NPLs, which increased to 32.04% in 1995. As per different cluster of
banks, NPLs for SCBs increased to 31% in 1995 from 27.95% in 1990 and NPLs for
PCBs increased to 39.43% from 23.73% during the same period (Banking Regulation
and Policy Department, Bangladesh Bank, 1995). However, NPLs for FCBs reduced to
5.40% in 1995 from 20.65% in 1990. The ratios of non-performing loans (NPLs) to
total loans as per different clusters of banks are provided in the table below-
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Table 15: Ratio of Non-performing loans (Percentage)

Type of Banks

Year SCBs DFIs PCBs FCBs All Banks
1998 40.4 66.7 32.7 4.1 40.7
1999 45.6 65 27.1 3.8 41.1
2000 38.6 62.6 22 34 34.9
2001 37 61.8 17 33 31.5
2002 33.7 56.1 16.4 2.5 28
2003 29 47.4 12.4 2.7 22.1
2004 253 429 8.5 1.5 17.6
2005 21.4 34.9 5.6 1.3 13.6
2006 22.9 33.7 5.5 0.8 13.2
2007 29.9 28.5 5 1.4 13.2
2008 25.4 25.5 4.4 1.9 10.8
2009 21.4 25.9 3.9 2.3 9.2
2010 15.7 24.2 3.2 3 7.3
2011 11.3 24.6 2.9 2.9 6.1
2012 23.9 26.8 4.6 3.5 10
2013 19.8 26.8 4.5 5.5 8.9

Source: Compiled from various issues of Bangladesh Bank and Annual Report
of different years

For instance, as Table 15 depicts, the NPL ratio of the banking system reached the
highest level (41.11%) in 1999 although it reduced to 6.1% in 2011. It also reveals that
FCBs have the lowest and DFIs have the highest ratio of gross NPLs to total loans.
SCBs had gross NPLs to total loans ratio of 19.8% whereas in case of PCBs, FCBs and
DFIs, the ratios were 4.5%, 5.5% and 26.8% respectively in 2013.The overall
aggregate NPLs ratio is still very high. The scenario is improving to a large extent after
1999 when the ratio reached its peak. FCBs could maintain a significant low ratio of
NPLs to total assets. SCBs and DFIs experienced much higher NPLs to total assets
ratio before 2002. Later on, they started strengthening the mechanism of loan recovery
and the situation has improved a lot. The ratio of NPLs has decreased to 8.9% in 2013.

Table 16: Descriptive Statistics (Ratio of Non-performing loans)

Type M Mean Std. Std. 95% Confidence Interval for Mean
£ Bank P 0 | Deviati E Minimum Maximum
of Banks (Percent) eviation rror Lower Bound | Upper Bound
SCBs 16 27.5812 9.42544 2.35636 22.5588 32.6037 11.30 45.60
DFIs 16 40.8375 | 16.48704 | 4.12176 32.0522 49.6228 24.20 66.70
PCBs 16 10.9813 9.39328 2.34832 5.9759 15.9866 2.90 32.70
FCBs 16 2.7500 1.21600 .30400 2.1020 3.3980 .80 5.50
Total 64 20.5375 | 18.11180 | 2.26398 16.0133 25.0617 .80 66.70
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Table 16 reveals that the mean of non-performing loans ratios among banks are
significantly different from each other. DFIs have the highest mean of NPLs ratio
whereas that of FCBs is the lowest.

Table 17: ANOVA (Ratio of Non-performing Loans)

Sum of Squares Df Mean Square F Sig.
Between Groups 13910.744 3 4636.915 41.183 .000
Within Groups 6755.606 60 112.593
Total 20666.350 63

Table 17 shows that the mean of NPLs ratios differs significantly among different type
of banks. Hence, the null hypothesis can be rejected and it can be said that there is
difference of Non-performing loan ratios among the banks due to their types.

5.1. Limitation of the Study
The limitation of the study is that all required data were not available which might
assist to furnish the study better.

6.1. Conclusion

Bangladesh Bank and the Government of Bangladesh have promoted a number of
reform measures with a view to solve the problems underlying the banking system of
the country. But the banking system is still found to be geographically fragmented,
distorted and non-competitive. The public sector banks (SCBs and DFIs) have remained
more or less dominant in the banking sector. Still SCBs and DFIs hold 32.9% of
deposits and 34.6% of advances in the banking sector of Bangladesh. Although their
NPLs ratios have gradually declined, it was comparatively high. However, the reforms
were in fact successful to a great extent. A good number of banks and other financial
institutions with various types of financial instruments have emerged. The institutional
network and volume of operations of the financial sector have expanded and diversified.
The banks' involvement in non-traditional activities and the increase in profits from
these activities have contributed to the improvements in banking sector performance in
terms of profitability, cost efficiency, and earnings efficiency. In addition, long term
investments are stimulated, competitiveness within the industry has been enhancing, and
the profitability scenario of the banking industry has been improved. Profitability of
SCBs has declined whereas the profitability of PCBs and FCBs have showed an
increasing trend in the post-reform stage. The performances of the foreign banks are
significantly better in comparison to the local banks in every aspect. Hence, it can be
concluded that creating a competent environment for a rational spread rate, introducing
tailored products on both assets and liability front and proper management of NPLs
along with accurate risk management device may improve financial stability in the
banking system in the foreseeable future.
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Dowry Phobia of the Poor Parents and Its Impact on Their Girl's
Education in Rural Bangladesh
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Abstract

Dowry is an evil practice rooted in our society since time immemorial causing
immense troubles in family life. The main objective of the study is to show how the
girls are deprived of education in the rural areas of Bangladesh due to dowry phobia
of their poor parents. In order to collect necessary data three villages have been
selected wherefrom 30 parents' interview has been taken. Among them 10 parents are
from each village. The interviewee parents are those who married their 13-15 aged
girl children off in 2004. The non-survey qualitative data reveal that fathers can
neither avoid the tradition of offering dowry nor they can marry their daughters off in
their proper age. As a result, they prefer the marriage of their minor girls to
educating them properly in view of their pecuniary condition. Therefore, these girls
are deprived of education because there remains no scope of continuing education
after marriage.

Keywords: Dowry Phobia; Poor Parents; Girl Child Education; Rural Bangladesh

Introduction

According to social norms, it is the responsibility of parents to marry their daughters
off (Blanchet, 1996). But it is customary in Bangladesh that bride's parents have to
offer dowry to the groom at the time of wedding although it often becomes impossible
for poor parents to offer any. Therefore, they become free after marrying their teenage
daughters off with a less dowry (Sarker, 1997). As teenage brides, married early,
cannot go to school, they are deprived of the light of education. Bangladesh is a land of
villages and about 80% people live there (BBS. 1996). Among them approximately
90% people are poor (BBS, 1996). It is the most difficult task for the poor parents to
arrange dowry after meeting the basic needs of the family members with their scanty
income. On the contrary, if the parents are late to marry their daughters off, they
consider themselves guilty. So, in order to implement their responsibility and keep their
social prestige, they are ready to marry their teenage daughters off within their poor
economic condition. As teenage girls are little educated and they do not need highly
qualified grooms, handsome dowry is not required for their marriage.
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This study emphasizes the specific behavior of those parents who are afraid of giving
dowry. Teenage girls are forced to accept their wedding as they are victims of the poor
socio-economic conditions of their parents. Their light of education is extinguished,
dreams shattered, and they are forced to go to their husbands' house to become
permanent homemakers.

Many researchers (Blanchet, 1996. Naila, et al, 1997 and Sarker, 1997) have expressed
their opinion from different viewpoints about the prime cause of girls' being deprived
of education. However, in the light of this study, it can be opined that it is not yet
focused that minor girls are being deprived of education due to their parents' dowry
phobia. Assuming that the poverty-stricken parents in the rural areas are afraid of
offering dowry due to their poor economic conditions and social prestige, they arrange
their minor girls' marriage before they reach their puberty ignoring the prevailing law
regarding marriage (Sarker, 1997). Consequently, those girls cannot go to school and
give up their studies at last.

The main focus of this study is to find out the causes of parents' dowry phobia and its
impact on their girl children's education in rural Bangladesh.

Background

Dowry System

Dowry is a social custom. At the time of marriage the bride party is forced to offer
hand-cash, furniture, or other financial benefits to the bridegroom through negotiation
between the two parties. Here the pecuniary condition of the bride party is not
considered (Atik, 2000). According to the Hindu law, girls have no legal share in their
parents' property and therefore, it is customary in Hindu society lo offer hand-cash and
furniture at the time of their daughters' marriage (Sarker, 1957). In the ancient times,
necessary furniture and belongings were presented to the newly married couples in order
to adorn their house (Haque, 2000). After some periods the aim and objectives of this
practice have evolved into the custom of offering dowry chronologically. Osmotically
this practice has spread into Muslim society due to the change in socio-economic norms.
It is a matter of great regret that the tradition of dowry is not only a severe problem to
those parents who are burdened with the responsibility of arranging marriage of their
daughters from both Hindu and Muslim communities but also a social curse.

Child Marriage

According to the social custom of Bangladesh, the marriage age of girls is eighteen
years (Naila et al, 2000). Marriage below this age will be considered child marriage.
According to the religious and social norms, it is the obligatory responsibility of the
parents to marry their daughters off when they reach their puberty and all parents are
highly aware of this sacred duty. The practice of traditional early marriage in rural
Bangladesh has certain functional features, apart from preventing illicit sex and
illegitimate birth. The female chastity is highly valued in Bangladesh irrespective of
different castes and religions. To protect the chastity of their daughters, the parents
arrange early marriage. Girls should be married at the age of 13 to 14 when they attain
their puberty. By this time they know about husband, family and their role in the
husband's family. If the girls remain unmarried beyond that time, there is possibility of




going to "kupath" (evil path) (Sarker, 1997). Early marriage also reduces the economic
burden involved in supporting daughters, particularly in disadvantaged families (Sarker,
1997). Unmarried girls are social and economic liabilities because of dowry and other
requirements, and this may enhance with the increase of the age of the girls. Moreover,
it assures maximization and procreation, and helps to remove stigma of barrenness
(Nag, 1975).

Education of Girl Children

In the rural areas of Bangladesh, the rate of female education in primary level is
satisfactory though it is not appreciable at high school level (BBS, 1996). Female
education does not necessarily refer to taking part in primary level alone. Females
should study in secondary, higher secondary, and tertiary levels because those girls will
be mothers and they will contribute to the familial prosperity. So, knowledge of child
rearing as well as family planning in their conjugal life is also essential. As most of the
village women are illiterate or less educated, different kinds of social problems exist
connected with over population, family agitation and child marriage (Atik, 2000).

Methodology

In order to investigate how the girls are deprived of education due to dowry phobia of
their poor parents in the rural areas of Bangladesh, three villages (A, B, C) have been
selected, and non-survey data collection process was used. Case study and interview
methods have been given emphasis with the help of local leaders of each village. Thirty
families have been included (ten from each village) where parents have married their
daughters off from 13 to 14 years of age in 2004 and separate four case studies have
been taken from the three villages. Interview has been taken from the fathers of each
family and from the mothers where fathers are not alive. The selective questions are the
following: the age of the girls at the time of marriage, the educational qualification of
the girls, the cause of dropping out from school if she has already left it, the opinion of
father/mother about marriage, law, and dowry, the income and savings of the parents
per month, the amount of dowry, the source of collection, and finally, the occupation of
the parents.

Respondents' Profile

In Bangladesh most of the families are father dominated. Among the selected families
for research, twenty-one families are father dominated and the rest nine are
mother-dominated family. Since fathers are not alive in nine families, mothers have
become the guardians in those families. Among the families, 23 are Muslims and 7 are
Hindus. The monthly income of every family ranges from 2500/- to 3000/-. Among
twenty-one parents, the educational qualification of fifteen fathers varies from class-I to
IV, and the rest of the fathers are illiterate. Among nine mothers, only three studied
from class-1 to 4, and the rest of the mothers are illiterate. Most of the fathers are day
laborers, and the others are rickshaw pullers whereas all the mothers are housewives.
They earn their livelihood by raising poultry and rearing cattle in the house. It has been
known from the interview that brides who studied from Class-III to IV required less
amount of dowry than those completed higher secondary education.




Findings

Financial Inability of the Parents

It is customary that the teenage girls need less dowry for their marriage. Most of the
poor landless villagers live from hand to mouth, and it becomes a burden for them if
they have to offer a handsome dowry to the bridegrooms from their scanty income. For
this reason, they arrange marriage of their daughters instead of educating them.

"There are three daughters in a family aged 17, 14, and 09. Three years ago the elder
daughter got married when she was 14 years old. Her patents offered Tk-10,000/- as
the dowry at the time of her marriage. Out of Tk. 10,000/-, he has borrowed Tk.6,000/-
and collected Tk.4,000/- by selling his own property. They have not yet paid off their
loan. At present, they are greatly anxious. They have married their elder daughter off
with the borrowed money with great efforts and still two girls are to be married off.
They are perplexed about how they can manage the proposed dowry (village-A)."

It can be presumed from the above case study that because of the financial incapability,
many parents marry their daughters off at their tender age so that they can offer lump
sum dowry. In consequence, the career of those daughters is doomed to failure.

Girls' Higher Education and Maturity, the Causes of Excessive Dowry

If girls are highly educated, it becomes difficult for parents to marry their daughters off
with more qualified husbands. For example, if the bride passes the SSC exam, the
bridegroom needs to complete HSC, BA, or MA. But in the society of Bangladesh, the
more the qualified bridegroom is, the more dowries will be needed.

"After passing the H.S.C examination a girl is waiting for her marriage in a family, and
now she is 20. Recently she has got married to a service holder who is an MA, and the
bride party has to offer Tk. 70,000/- at the time of marriage. The social prestige of
parents is hampered if they fail to marry their educated daughter with an educated
person. It is the tradition that you have to offer a handsome dowry to an educated
groom. Again, if the girl is aged due to education, she needs a huge dowry for her
marriage (village-B)."

It is apparent that it is a non-profitable investment for the parents to make the girls
highly educated because they have not only to bear the expenses to make their
daughters educated but also to offer a handsome dowry at the time of their marriage
where the parents get nothing in return. Since girls are not the source of income of their
parents, they are not willing to offer a handsome dowry by making their daughters
educated properly. Rather they are inclined to marry their daughters off with a less
dowry. On the other hand, if marriage is delayed in view of higher education, financial
inability, or less physical beauty, the girls become over aged and the bridegroom party
demands more dowry for those factors. As teenage brides are of great demand in the
case of marriage, parents feel interested to be free from the burden by marrying their
daughters off. Parents become anxious for economic pressure as well as the payment of
dowry for their daughters. Therefore, considering all these factors from different
perspectives, they think it better to marry their teenage daughters early lest they should
have to offer more dowry. As a result, girls are deprived of education.




Social Dignity

Parents' honor is directly related to the question of marrying their daughters off at
proper age. Carnal desire arises when boys and girls grow up gradually. They want to
satiate their sexual instinct either legally or illegally. Therefore, if the girls make love
with anyone before marriage, and if it is exposed to neighbors, parents get puzzled at
this because their social status is degraded and in some extreme cases they are
excommunicated.

"A girl of 15 falls in love with a boy residing in the village next to her and she becomes
pregnant because of making love with each other. She gives birth to a female child after a
few months. As it is an illegitimate sexual relationship, the very boy did not marry the
girl with whom she developed physical relationship. As a result of this, the parents of that
girl were dishonored by the village people and none comes to marry her (village-C)."

The case study clarifies that if marriage does not take place after an illegitimate
relationship, it becomes difficult for the parents to marry their girls off. Again, if the
marriage takes place at any cost, it requires a handsome dowry. On the other hand, if
miscreants rape a girl, it defames her parents' honor, and nobody wants to marry that
girl, and if someone agrees to marry her, parents have to offer a handsome dowry. Thus,
in order to be free from all types of hazards and to keep their social prestige upright,
parents marry their daughters off at tender age depriving them of their right of education.

Avoiding Dowry Almost Impossible

Though, according to the social law, giving and receiving dowry is an offence, the
parents burdened with aged daughters cannot avoid it because arranging marriage of the
daughters at the proper age is the prime concern of the parents. But if, because of the
social rules, nobody comes forward to marrying a girl without a dowry, the age of the
bride goes up after a prolonged waiting. In consequence, parents have to offer a big
amount of dowry. A father who married his daughter off at tender age has said, "The
government has finished its duty by enacting anti- dowry law. But if marriage of girls
does not take place due to the refusal of giving a dowry, the government will not settle
the marriage of the girls. As I am the father of the girl, the problem is mine, and it is 1
who have to solve the problem by offering a dowry (village-A)."

Therefore, criminal law and the reality of the society are two different things. The
parents burdened with daughters cannot ignore dowry at any cost. So, poor parents
have to give consent to offering dowry and they arrange their daughters' marriage
within their economic means. As a result, for fear of offering a big amount of dowry,
parents arrange settled marriage for their daughters before they reach their puberty
avoiding the social norms. As a result, maximum girls cannot continue their education
or simply cannot go to school.

Concluding Remark

The findings of this study reveal that poor people can hardly manage their family with
such a low income in this high price market. On top of that, they cannot but collect
money for the wedding of their daughters. From the interview it appears that 95%
parents have borrowed money for the proposed dowry, and it has become more




difficult than their daughter's marriage to pay back the loan. Therefore, considering
their poor economic condition and the fear of offering dowry, parents have married
their daughters off at the age of thirteen to fifteen after making them educated only up
to Class III to IV. Generally, girls aged thirteen to fifteen are supposed to be the
students of Class IX or X. But instead of that the minor and teenage girls become
drop-outs from the primary school and undergo training on household chores in their
parents' house, and finally they go to their husbands' house at the age of thirteen to
fifteen. This situation is an obstacle in their way of receiving formal education.
According to the social custom of Bangladesh, children are traditionally taught that
there is no way of becoming indifferent to the wishes of the parents as according to the
religious belief, Heaven lies under the feet of their parents. Therefore, girls have to
accept their marriage at a tender age. On the other hand, in order to keep their prestige
high and for the fear of offering a huge amount of dowry, parents arrange their
daughters' marriage as early as possible. Moreover, they feel honored and satisfied
thinking that they have been able to marry their daughters off before becoming victims
of any scandal. Parents consider their daughters a burden of the family, and they also
regard spending money for them a loss project. Above all, it is a mammoth task for the
poor parents to arrange a dowry for their daughters.

Therefore, considering all aspects from every point of view, this study asserts that the
responsibilities to marry their daughters off and to keep their social prestige high are
very strong to the poor people of the villages. They cannot ignore the traditional
custom of offering dowry on one hand, and, on the other hand, they prefer their
daughters' marriage to their education due to their poor economic conditions. As a
result, girls have to exist in the society as an illiterate or less educated mother
undesirably, which is not beneficial to the country and to the nation as a whole. It
should be noted here that the government has banned the dowry system and it is an
offence according to the social law. However, there is no consistency to social law and
the practical circumstances of the society. Therefore, child marriage and dowry system
are rampant in our society for which our girls are deprived of education. In fact, an
objective research is highly required in Bangladesh in this field in order to make the
social law fruitful and spread female education throughout the whole country in the
truest sense.
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The Relationship between Job Satisfaction and Salary in Banking
Sector: a Case Study on Some Selected Public and Private Banks
in Bangladesh
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Abstract

Job satisfaction and salary have been a topic of research for decades. Whether job
satisfaction influences employees' performance in organizations remains a crucial
issue for managers. This article is prepared based on some public and private banks
in Bangladesh, where many managers and practitioners believe that the magical way
to increase the job satisfaction is to raise the salaries and financial benefits. The
employees also share these ideas. They believe that the increase of the salaries will
absolutely increase their job satisfaction, which will be reflected on their motivation
to work and raise the level of human performance or the quality of products or
services. However, individual factors such as age and gender did not significantly
influence employee job satisfaction in banks. In such situation, the job satisfaction of
bank employees becomes an important issue that has to be taken care of in order to
achieve the ultimate goals of the banking sector in Bangladesh. To analyze the data,
this study has used descriptive statistics. The research data have been analyzed
through computer using IBM SPSS Statistics version 22. The research data and
information required for the study were collected from both primary and secondary
sources. Primary sources include structured questionnaire. Secondary data were
collected from newspapers, journals and magazines, annual report of banks to
develop theoretical background for the study.

Keywords: Motivation; Job Satisfaction; Productivity; Economic Development; Performance;
Financial Motivators

1. Introduction

It is no longer a news that salary anchors job satisfaction. One of the most important
goals of an organization is to maximize employee performance in order to accomplish
those goals (Butler and Rose, 2011). In doing this, the organization needs not only
highly motivated, but also satisfied and psychologically balanced employees to increase
performance and productivity in the organization. Employee satisfaction, performance,
and retention have always been very important issues in employee management
literature and among human resource management practitioners in our country.
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It may give the impression of an attractive and logical idea, but the questions that arise
here are- Can the amount of the salary alone increases the level of job satisfaction in a
proportional or absolute relation? And, Will the employees consider the work as a
source of income only, regardless of other work conditions? However, such questions,
need further investigation and deeper analysis. Literature indicates that the root of this
abstract view of work stems out from the early beginnings of the Industrial Revolution
and of what has emerged later from the movement of the scientific management
founded by Frederick Taylor in the early twentieth century. In addition to providing the
principle of work division to simple tasks, the movement has shown that humans are
rational and motivated by physical components, and money alone is what creates
happiness and reinforces workers to increase their performance (Taylor, 1947). But this
view was faced with many oppositions and critics. However, an anti group was formed
later on by Elton Mayo, which was later known as the Human Relations (Mayo, 1949).
One of the basic principles of this movement is that the worker is not a machine, and
money is a tool, but not an aim, and that the psycho-social conditions of work are more
important than wage or salary. This movement developed a logo that says "the
productive worker is the happy worker". The happiness is linked to the quality of the
social relationships at work (relationships with coworkers and supervisors).
Furthermore, job satisfaction and motivation can be affected by other work conditions,
such as job significance and responsibility (Parker and Wall, 1998).

In view of that, this study aims to examine the effect of earnings on job satisfaction
using survey data from employers. Specifically, this study aimed at investigating
whether the relationship between salary and job satisfaction is a linear one. In addition,
the study aimed at investigating the predictability of job satisfaction based on the
amount of salary in comparison with employee demographics (sex, age, tenure, and
education).

2. Literature Review

Job satisfaction has a great importance in the theoretical and the practical reality of the
organizations. Therefore, many organizations were concerned with measuring the
degree of job satisfaction among employees in attempting to predict some important
behaviors such as leaving work (Carsten and Spector, 1987 and Hom, 2001);
citizenship behavior at work (Battman and Organ, 1983); absence from work, (Scott
and Taylor, 1985; Smith, 1977), and excellence in work performance (Ivancevich,
1978). Smith (1992) stated that job satisfaction can lead to cost reduction by reducing
absences, task errors, and turnover. Therefore, both management theorists and
practitioners are concerned with methods for improving job satisfaction because greater
job satisfaction equates to a better quality of life, better health, and potentially greater
performance and productivity.

However, one of the important aspects of job satisfaction is earnings and financial
benefits. This issue was investigated by some economists (e.g, Oswald, 1996; Bender
and Heywood, 2004; and Garrido, et. al., 2005). Yet, the researchers in this field
analyzed their data from a purely economic standpoint, and their aim was to determine
whether there is a relationship between salary and job satisfaction, but not investigating
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the type of relationship to determine whether it is a linear relationship or curvilinear
one. From a theoretical perspective, it is important to increase our understanding of the
type of relationship between salary differential and job satisfaction. From a practical
standpoint, it is vital to provide practitioners with key information that could enable
them to make important decisions about the accurate method for increasing employees'
motivation and satisfaction especially those with high salaries. Thus, this study is
dealing with issues that were potentially important for educators and practitioners alike.
In the following section, a review of the relationship between salary and job satisfaction
will be presented.

A great extent of empirical research has been conducted to define the factors of job
satisfaction. For example, some studies have shown that job satisfaction is influenced
by gender and age (Mesh'al, 2001; Gazioglu, Tansel, 2006), or tenure and the level of
education (Zhanh, Lam and Baum, 1999; Lura, et al., 2010) and, of course, the level
of income (Oshagbemi, 2000; Bender and Heywood, 2004; Janes and Sloane, 2007).
According to the income, some studies noted that the level of the salary is a secondary
variable that cannot stand alone and its influence may be limited when the work quality
is unsatisfactory. A study conducted by Brown and his colleagues (Brown, et al, 2007)
supports this notion. The researchers surveyed 16266 workers and employees who
work in more than 800 institutions to determine the factors of happiness at work. The
results indicated that the level of salary minimally influenced job satisfaction. Yet,
when the researchers looked at an employee's work position in a company, they found
a strong link with job satisfaction and concluded that gradually increased happiness to a
great extent when compared with higher salaries. The researchers explained this
relationship and indicated that rank influenced how proud employees were with their
professional achievements. In a similar study conducted on nurses, Shields and Ward
(2001) found that the lack of opportunities for career advancement or the possibility of
promotion affect the job satisfaction of employees more than the size of the salary.

Other studies indicated that salary rise can only influence jobs with low level income,
but not the high level ones, and in some cases rise might have a negative effect on job
satisfaction. Therefore, there might be some evidence to suggest that the relationship is
not linear but rather a curvilinear one. For example, Bender and Heywood (2004)
found that university professors who receive high income -in comparison with other
jobs- have low job satisfaction because they think that Ph.D. holders who work in the
industry earn more than they do. Such comparison may affect job satisfaction because
of the feelings of injustice.

In another study by Clark, Oswald, and Warr (1996) on the relationship between age In
another study by Clark, Oswald, and Warr (1996) on the relationship between age and
salary and job satisfaction, the researchers found out that there is a direct correlation
between job satisfaction and salary after controlling the age variable. This means that
job satisfaction for the salary increases with age due to the low financial responsibilities
with the growth of age. In similar studies by Clark and Oswald (1996), the researchers
examined data collected from more than five thousand employees. The result was that
the job satisfaction declines with high level of education. The theory suggests that
education has a negative impact on job satisfaction because increased education is
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associated with higher expectations. Such a person may become dissatisfied with
performing the routine tasks required of most jobs even if their salary might be higher
than younger employees. Such studies may indicate that the salary does not influence
job satisfaction directly but through other factors.

Other studies indicate that salary amount is not important for job satisfaction. Rather, it
is the comparison of income that the employees are setting up as referential point. Clark
and Oswalds' (1996) study supports this notion and indicates that job satisfaction
depends on income relative to a "comparable" or reference level but not the salary
amount. This suggests that even if the salary of the employee is high compared with the
level of salaries in the organization, he or she works in, he or she will feel dissatisfied
if he/she believed that others in other institutions who have similar qualifications and
specifications take a higher salary amount than they.

Upon the above review, two conclusions might be reached here. The first one indicates
that salary does not have a continuous linear relationship with job satisfaction. Second,
job satisfaction does not increase by a single factor, such as salary (as managers think),
and there might be other factors that contribute more powerfully to job satisfaction
level. Accordingly, this study seeks to answer two main questions:

1) Whether the relationship between job satisfaction and salary is a linear or
curvilinear one.

2) To investigate the predictability of job satisfaction based on the amount of salary
in comparison with demographics (sex, age, tenure, education and sector).

3. Objective of the Study

The present study aims at finding out the relationship between job satisfaction and
salary of bank employees in Bangladesh through different dimensions and density of
satisfaction levels.

4. Methodology and Procedures

The research data and information required for the study were collected from both
primary and secondary sources. Primary sources include structured questionnaire.
Primary data were collected by the authors. Secondary data were collected from
newspapers, journals, and magazines to develop theoretical background for the study.

4.1. Population and Sample: Firstly, the research process has been identified, and
the research problems have been formulated. Then, there was also a discussion about
the instruments to be used and the decisions to be made in achieving the purpose of
the research. As a quantitative study, conclusions are based on the questionnaires
distributed to respondents. This quantitative study used statistical data as a medium
to obtain the needed information. This study aims to determine the relations between
the independent variables and the dependent variable. The findings and the
conclusion of the study will solely depend on the full utilization of the statistical data
collected. In this study the population targeted employees of banks (Including Private
and Public Banks). A simple random sampling technique was used in this study to
select 858 employees from 18 different banks.
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4.2. Salary range: Respondents were asked to checklist the range of their monthly
salary. Three categories were used. The first category represents the low-level
salaries, which are less than BDT 60,000. The second category represents the
medium-level salaries, which range between BDT 60,000-1,20,000. And, the third
category represents the high-level range, which is BDT 1,20,000 and more.

4.3. Demographics: Participants were asked to write down their sex, age, and
tenure and to checklist their education level.

4.4. Procedures: Local banks were directly contacted and encouraged to participate
in the study. 18 private and public banks positively responded and participated in the
study. Agreements were signed to secure the involvement and confidentiality. Some
banks were provided, upon their request, with briefings regarding possible outcomes
of the current research and its relevance to the bank's employees' job satisfaction,
and future planning. While a wide range of instruments are used for measuring job
satisfaction, section A consists of questions related to the biographical information of
the employees. Section B relates to overall job satisfaction. Section B consists of 15
items, and respondents are asked to indicate on a seven-point Likert scale response
format that is related to general factors affecting employee job satisfaction in banks,
for example: 1. Extremely dissatisfied, 2. Moderately dissatisfied, 3. Slightly
dissatisfied, 4. Neither satisfied nor dissatisfied, 5. Slightly satisfied, 6. Moderately
satisfied, and 7. Extremely satisfied. There were no reversed scored items. The scale
has acceptable reliability rate in the present sample (Chronbach Alpha = 0.84).

4.5. Statistical analysis: To analyze the data, we used descriptive statistics as mean
or average, standard deviation to estimate the variations produced for all variables
and the overall job satisfaction, distributed according to age, gender, tenure,
education, salary and sector variables. Age was re-coded into four intervals 1= less
than 30 years, 2= 30-40 years, 3= 40-50 years, 4= more than 50 years. The tenure
was re-coded into four intervals 1= 0-3 years, 2= 3-6 years, 3= 6-10 years, 4=
more than 10 years. Education, salary and sector level were entered as they were
indicated by participants. The overall job satisfaction score was produced for each
individual by adding up the scores of all the 15 items. Therefore, the hypothetical
range of the job satisfaction score was 15-105. The research data have been analyzed
through computer using IBM SPSS Statistics developed by Nie, et. al., (1975),
Version 22.

5. Results

Summary statistics are presented in Table (1). Job satisfaction means (M), standard
deviations (SD), and the percentages are distributed according to salary, sex, age,
tenure, education levels and sector.
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TABLE 1: Descriptive Statistics for Job Satisfaction Means Distributed
According to Salary, Sex, Age, Tenure, Educational Level and Sector

Variables Variables Categories | N Percent Job Job
age Satisfaction Mean satisga]lgtion
Salary Less than 60000 BDT | 499 |58.2 55.5 2.62
From 60000-120000 BDT | 243 | 28.3 68.8 2.67
More than 120000 BDT | 116 | 13.5 52.4 2.27
Sex Male 652 |76.2 56.7 1.99
Female 206 |23.8 68.2 2.63
Age Less than 30 302 |35.2 54.2 2.72
30-40 407 | 47.4 58.6 2.61
40-50 92 10.8 62.4 2.66
More than 50 57 6.6 78.3 3.24
Tenure Less than 3 years 182 | 21.2 68.4 2.91
3-6 years 305 |35.5 65.4 2.44
6-10 years 238 |27.8 68.2 2.46
More than 10 years 133 | 155 66.2 3.20
Educational | Diploma 57 6.6 65.2 1.62
level BA/BSc(pass) 84 9.8 72.2 2.45
BBA / BA/BSc(hons) 609 |71 66.4 2.62
Masters/MBA 108 | 12.6 54.3 1.63
Sector Public 396 |46.15 67.2 2.12
Private 462 | 53.85 70.2 2.45

Table (1) indicates that 76.2 % of the sample were males, 23.8 % of the sample was
females and 35.2% of the sample age ranges from Less than 30, 47.4% from 30 - 40,
10.8% from 40 - 50, and 6.6% more than 50 years. For the tenure, 21.2% of the
sample were working for the same organization for less than three years, 3 - 6 years
35.5%, 6 - 10 years 27.8%, and more than 10 years 15.5%. The educational level of
participants was as follows: 6.6% Diploma, 9.8% BA/BSc (pass), 71% BBA/ BA/BSc
(hons), and 12.6% Masters/MBA educational level. Regarding the salary of
participants, 58.2% of them earns less than 60,000 BDT per month, 28.3% earns
60,000-1,20,000 BDT per month, and 13.5% of participants earns more than 1,20,000
BDT per month.

In addition, Table (1) indicates that there are differences in the means of job
satisfaction, according to salary, sex, age, tenure, and educational level. As for the
salary, the lowest job satisfaction mean was for the employees who receive the highest
salary range (more than 1,20,000 BDT) (M= 55.5, SD = 2.62) while the highest job
satisfaction mean was for the employees who receive a median salary range
(60,000-120,000 BDT) (M= 68.8, SD= 2.67).
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According to other demographics, there were also mean differences according to the
sex, age, tenure, and education. In general, females have more job satisfaction means
than males (M=56.7, 68.2 simultaneously). Furthermore, Table (1) indicates that the
highest job satisfaction was for employees aged more than 50 years (M= 78.3, SD=
3.24) while the lowest job satisfaction was for employees aged from 30 to 40
(M=58.6, SD= 2.61). In addition, there were differences in job satisfaction means
based on tenure. Employees who spent three years or less in the same organization
have the highest job satisfaction mean (M= 68.4, SD= 2.91). In addition, according to
educational level, the results indicate that employees with BA/BSc (pass) degree have
the highest job satisfaction (M= 72.2, SD= 2.45) while employees who have MBA,
Masters, or Diploma certificate have the lowest job satisfaction (M= 54.3, SD= 1.63
for both of two categories). Finally, according to sector wise, the results indicate that
there are very few differences in job satisfaction between the employees of public banks
and private banks. The job satisfaction mean of private banks is 70.2 while that of
public banks is 67.2 and SD for public bank is 2.12 and 2.45 for private banks.

The second step of the analysis was producing the zero order correlations using
Spearman formula. Table (2) provides a summary of the findings.

Table 2: Zero Order Correlation between Job Satisfaction and Demographics

Variables Salary Age Tenure Educational | Sex Sector
level
Job -0.25% -0.05 -0. 44%* -0.22 -0.30%* -0.10
Satisfaction
*P<0.01

Table 2 indicates that the highest correlation between demographics and job satisfaction
was for the tenure (R= -0.44, «< 0.01), then for the sex (R= -0.30, =< 0.01),
followed by salary (R= -0.25, «< 0.01). Age and education correlated weakly and
insignificantly with job satisfaction.

T test and line chart were used to answer the first question in the study, which try to
find the type of the relationship between job satisfaction and salary, and whether it is
linear or curvilinear one. Table 3 and Figure 1 provide the results of these statistics.

Table 3: The Results of t-Test between Salary Range and Job Satisfaction

t Df P
Job satisfaction and salary -183.53 857 =<0.01

Table 3 indicates that there is significant relationship between job satisfaction and
salary (t= -183.53, «©< 0.01).

Following is the required calculation table that are needed to draw a job satisfaction
curve using the salary and job satisfaction categories.
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TABLE 4: Calculation Table

Class Assumed Class Mid Values Mean Job Satisfaction
Less than 60000 0-60000 30000 55.5
60000-120000 60000-120000 90000 68.8
More than 120000 120000-180000 150000 52.4

Using the above table values in MS Excel program we get the following curve-
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FIGURE 1: Means of Job Satisfaction Distributed According to Salary Categories

Here, X-axis indicates salary category and Y-axis indicates job satisfaction mean.
Figure (1) represents a job satisfaction means distributed according to the salary
categories (low, medium, and high). The figure indicates that the job satisfaction is
curvilinear with salary and has a bell-shape relationship. The top of the bell is for the
salaries ranging from 60,000-1,20,000 BDT (medium category), while the tales of the
bell are in the low and high salaries (less than 60,000 BDT and more than 1,20,000
BDT). Above curve indicates that when the salary increased gradually job satisfaction
also increased. But at some stages job satisfaction, raise to extreme and after that it
falls down. Therefore, it indicates that the only salary increase cannot achieve the job
satisfaction of the employees' of an organization.
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The question in the current study was for checking the predictability of salary in
comparison with other demographics (sex, age, tenure, educational level and sector).
Linear regression was used to produce the "Beta" and "adjusted R2" coefficients. Each
of the demographics entered into a regression as an independent variable with job
satisfaction as the dependent variable. Table (5) is providing a summary of the results.

TABLE 5: The Results of Linear Regression between Demographics and Job Satisfaction

Regressions B T RA
Salary and job satisfaction 0.044 *5.91 0.02
Age and job satisfaction 0.055 1.38 0.001
Tenure and job satisfaction 0.065 *4.03 0.04
Educational level and job satisfaction 0.017 1.05 0.005
Gender and job satisfaction 0.50 *3.12 0.03

*P=0.01, R’,=adjustedr square, P = betavalue

Table (4) indicates that the variable that has the highest predictability factor was the
tenure variable which predicted 4% of the total variance (R2A = 0.04, «=< 0.01). The
second variable was the sex which predicted 3% of the total variance (RZA =0.03,0=
0.01) while the salary took the third place by predicting 2% of the total variance (RZA
= 0.02, «< 0.01). Finally, education level and age weakly predicted the job
satisfaction and the regression was insignificant.

6. Discussions

This study aimed at whether the relationship between job satisfaction and salary is a
linear or curvilinear one. In addition, the study aimed to investigate the predictability of
job satisfaction based on the amount of salary in comparison with demographics (sex,
age, tenure, education and sector).

The results of the statistical analysis indicated that there are differences in the job
satisfaction means depending on the salary range. The results indicated that the highest
job satisfaction level was with the medium-range salary, which comes between
60,000-1,20,000 BDT per month (M =68.8, SD=2.67). Also the job satisfaction is at a
low level with salaries less than 60,000 BDT (M=55. 5, SD=2.62). We can also find
that the job satisfaction descended to reach it's lowest level with the employees who
earn more than 1,20,000 BDT per month (M=52.4, SD=2.27). Distributing these
means on a line chart indicates that the relationship between job satisfaction and salary
amount is a curvilinear one. This means that the job satisfaction is low with the high
and low salaries, and it is in the highest level with the medium range salary. The last
result is in line with some previous research such as Brown, et. al., (2007) in which
they indicated that happiness at work has a curved relationship with the amount of
salary.

On the other hand, one may understand why employees who receive low range salaries
have low levels of job satisfaction, but it might be slightly confusing for those who
receive high range salaries to have low levels of job satisfaction (at least from the slip
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behavior literature and may have two possible explanations. The first reason may be
due to an exaggerated expectation of employees who receive high salaries, but still the
amount of salary is under their expectations. Generally, there is a positive relationship
between salary and the academic level and the individual's skills (e.g, Oshagbemi,
2000). If the employee receives a salary below his/her expectations (regardless of the
amount), he or she will be disappointed, and this would affect his or her satisfaction
and motivation level (expectancy theories in satisfaction and motivations by Vroom,
1964). Accordingly, one may conclude that employees who already receive high range
salaries may develop high expectations about the salary that he or she should receive
because they might be well educated or having professional skills. Such employees do
not necessarily compare their salaries with the rate of their organization, but they might
compare themselves with other groups. This has been indicated by a study conducted
by Bender and Heywood (2006). The researchers found that Ph.D. holders who work
at universities feel unsatisfied with salaries because their peers in the industry receive
higher salaries than what they earn.

The second explanation for the curved relationship may be due to unsatisfactory job
characteristics. Theoretically, employees who have high salaries should have higher
responsibility and a positive work environment. Such employees require specific job
characteristics such as authority, social status, mentally challenging tasks, recognition,
etc. Therefore, if the high salary does not come in parallel with positive job
characteristics, the employee will be disappointed, and the salary will have a negative
effect on the satisfaction and happiness of the workers (see the studies of Oswald,
1985; Shields and Word, 2001; Rice, et. al.). Such explanation may fit some
organizations in which higher salaries do not come necessarily in parallel with higher
responsibilities or positive job characteristics.

The second result of the current study was identifying the predictability of the salary in
comparison with other demographics (sex, age, tenure, education level and sector).
Salary has taken the third place after tenure and gender. The salary amount has
predicted only 2% of the total variance while sex predicted 4%. This indicates that the
salary amount does not have a major role in the whole relationship of the job
satisfaction. In other words, not every person who has a big salary is satisfied and
happy in his job. Similar conclusion has been reported by Bender and Heywood study
(2004) on his study on the academics. Also Brown, et. al., (2007) reported that the
salary minimally influences job happiness. Additionally, Shield and Word's (2001)
study indicated that salary took the third factor in job satisfaction list after position and
job rank.

In summary, it can be concluded that the salary is acatalectic factor for job satisfaction
but not a major one. Salary can persuade job satisfaction if other job characteristics are
affirmative and satisfactory. As a result, and against what expected, increasing the
employees' salaries without enriching job characteristics and work life quality may not
influence job satisfaction level (look at Schabracq, et al, 2003 and Parker and Wall,
1998 for a revision of the research on job enrichment and work life quality).




118 Dhaka Commerce College Journal, Vol. VII, No. 1, December 2015

7. Findings of the Study
We tried our best to collect data for the study and find out the reality. Based on the data
generated during our study period, we can sum up our findings here as follows:

e Employee job satisfaction doesn't depend on pay package only- such as salary.
The less job satisfaction was for the employees who receive the highest salary
range (more than 1,20,000 BDT) than the highest job satisfaction was for the
employees who receive a median salary range (60,000-120,000 BDT).

Female (M=68.2) employees were more satisfied across all of the measured
aspects of employment than male (M =56.7) employees.

The most satisfied employees were in aged more than 50 group. In the contrary,
aged from 30-40 group was least satisfied with their job, aged less 30 group
employees were second satisfied group and aged from 40-50 group were located
in third place.

There was a positive relationship between the years of experience and level of
employee satisfaction. Employees with more than 10 years' experience had the
highest level of satisfaction in comparison to others. New employees with less
than 3 years working experience was in the second place while 6-10 and 3-6
years working experience's employee had the lowest level of satisfaction
respectively.

Employees with BA/BSc (pass) degree had higher job satisfaction than the
employees with MBA, Masters, or Diploma certificate.

According to the results of our study, the job satisfaction of bank employees

(public bank and private bank) significantly depends on these factors; pay
package, safe working environment, job security etc.

Satisfaction regarding salary, pay package, safe working environment was
significantly higher among the private bank's employees than the public bank's
employees;

Private bank's employees were dissatisfied with job security as compared to
public bank's employees.

8. Recommendations of the Study

Opportunities for further study have emerged as a result of this study. In addition to
overcoming the limitations of data gathering, additional research is needed to observe
the relationships between job satisfaction and work conditions, pay back, fairness, and
promotion. The limitations have contributed to the lack of arriving at many strongly
statistically proven findings and conclusions. For future research, the following
suggestions should be considered:

e [t is suggested that for future research a random sample be used to compare
several public sector and private sector institutions using a larger sample.

e The research is needed to further investigate the potential relationships and
affects these variables and other extraneous variables, such as role ambiguity,
job level, contingent rewards, and co-workers have on job satisfaction.

e Qualitative investigators must conduct research regarding the job satisfaction
in the banks.

This research method will provide a different perspective of employees' job satisfaction
and contribute a more in-depth understanding of how employees view their job.
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Based on this study and analysis of factors affecting bank employees' job satisfaction,
this paper makes the following recommendations to bank managers:

e C(Create favorable work conditions for the company. Guide the staff to
communicate effectively, build a good interpersonal environment within the
company, and create good work conditions.

To improve the pay treatment of bank employees, banks should improve the
overall wage level of employees. On the other hand, two shifts is a way to
reduce the workload of the staff.

To improve fairness in banks, create a scientific performance appraisal system
in the organization. Utilize the other developed countries' scientific
performance systems, use these systems to evaluate employee work
performance, and evaluate employee service quality.

Concern about the employees' education and training. Bank employees
generally have high levels of education. Organizations have to provide the
employees with effective training in science and cultural knowledge. And, let
the employees acquire practical knowledge.

9. Conclusion

This study focused on the factors that affected job satisfaction in banks. The central
objective of this study was to establish the impact of the chosen variant: work
conditions, pay, fairness of promotion, and relationships on employee job satisfaction
with banks. A literature survey was made to form the theoretical premises for the

study. The rationale for the study was simply an observation that some employees seem
better adjusted and happier at work and are able to cope well with the demands of the
working environment while others are not. Another observation is that management
seems not to be aware of what motivates their subordinates and to strategically utilize
those motivational tools to maintain high levels of job satisfaction, high productivity,
and morale. Through the analysis of bank officers/executives job satisfaction, we can
conclude that salary should not be taken as the single factor which can increase the job
satisfaction level in the organization. In reality, financial effect is fast but has short
effect. Therefore, if job satisfaction is required for long term, management should
consider the factors affecting employee job satisfaction in the bank, which are working
conditions, fairness, promotion, pay, education level, marriage, age, gender, and work
experience. Among these four key factors affecting employees' job satisfaction in the
bank are: work condition, pay, fairness (fair distribution of compensation, rewards,
and consequences, such as wages, evaluations, and disciplinary processes,
profit-sharing, promotions, etc.), and promotion. In spite of these limitations, this
study provides evidence that the amount of salary is a catalectic variable and is not a
core predictor of job satisfaction, especially with individuals who receive higher
salaries. The study emphasizes the importance of looking at psycho-social variables in
the work environment, such as responsibility and job status, etc. This may result in
increasing the motivation and the job satisfaction levels of employees.
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Appendix-I:
List of the 18 banks where the samples were collected for this study.

. AB Bank Ltd. . Bank Asia Ltd.

. Brac Bank Ltd. . Eastern Bank Ltd.

. HSBC . Jamuna Bank Ltd.

. Modhumoti Bank Ltd. . NRB Bank Ltd

. Janata Bank Ltd. . Rupali Bank Ltd.

. Social Islami Bank Ltd. . Southeast Bank Ltd.

. First Security Islami Bank Ltd. . Islami Bank Bangladesh Ltd.
. The City Bank Ltd. . Standard Chartered Bank

. Union Bank Ltd. . Trust Bank Ltd.
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A SWOT Analysis of Aarong

Ummea Salma *

Abstract

SWOT stands for strengths, weaknesses, opportunities, and threats. This is a method
of analysis of the environment and the company's standing in it. SWOT analysis
indicates a framework for helping the researchers or planners to identify the priorities
of the business's goals and to further identify the strategies of achieving them. SWOT
analysis is a technique to analyze the strengths, weaknesses, opportunities, and
threats of business. When examining the potential for a new business or product, a
SWOT analysis can help determine the likely risks and rewards. By using the SWOT
analysis method, this article analyzes the internal capability and external environment
for the development of AARONG which explore the development status from four
dimensions including strengths, weaknesses, opportunities, and threats.

Keywords: SWOT analysis; Aarong; SWOT matrix

1. Introduction

Sizing up a firm's resource strengths and weaknesses and its external opportunities and
threats, commonly known as SWOT analysis provides a good overview of whether a
firm's business position is fundamentally healthy or unhealthy. SWOT analysis is
grounded in the basic principle that strategy-making efforts must aim at producing a
good fit between a company's resource capability and its external situation as reflected
by industry and competitive conditions, the company's own market opportunities, and
specific external threats to the company's profitability and market standing.

2. Literature Review

The SWOT analysis is simple and useful for organizing information, especially for
preliminary research but also as a basis for more applied and theoretical work. SWOT
analysis was created in the 1960s by business gurus. According to Robbings, Coulter,
and Vohra (2009) the combined external and internal analyses are called a SWOT
analysis, which is an analysis of the organization's strengths, weaknesses,
opportunities, and threats. After completing a SWOT analysis, managers are ready to
formulate appropriate strategies that (1) exploit an organization's strengths and external
opportunities, (2) buffer or protect the organization from external threats, or (3) correct
critical weaknesses.

The comparison of strengths, weaknesses, opportunities, and threats is normally
referred to as a SWOT analysis. The central purpose is to identify the strategies to
exploit external opportunities, counter threats, build on and protect company strengths,
and eradicate weaknesses ( Hill and Jones, 2009).

* Ummea Salma
Lecturer, Department of Management, Dhaka Commerce College
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Kotler, Keller, Koshy, and Jha (2012) opine that the overall evaluation of a company's
strengths, weaknesses, opportunities, and threats is called SWOT analysis. It is a way
of monitoring the external and internal marketing environment. A business unit must
monitor key macro environment forces and significant macro environment factors that
affect its ability to earn profits. It should set up a marketing intelligence system to track
trends and important developments and any related opportunities and threats.

The SWOT analysis has been used to identify a company's strengths, weaknesses,
opportunities, and threats. However, this kind of analysis is static and seldom leads to
the development of distinct alternative strategies based on it. Therefore, the TOWS
Matrix has been introduced for analyzing the competitive situation of the company or
even of a nation that leads to the development of four distinct sets of strategic
alternatives. (Weihrich, Cannice, and Koontz, 2013).

Griffin (2013) described that SWOT is an acronym that stands for strengths,
weaknesses, opportunities, and threats. SWOT analysis is a careful evaluation of an
organization's internal strengths and weaknesses as well as its environmental
opportunities and threats. In SWOT analysis, the best strategies accomplish an
organization's mission by (1) exploiting an organization's opportunities and strengths,
(2) neutralizing its threats, and (3) avoiding (or correcting) its weaknesses.

From the above discussion it is seen that many research scholars have identified the
same views that SWOT analysis is one of the most important steps in formulating
strategy. Using the organization's mission as a context, managers assess internal
strength (distinctive competencies) and weaknesses as well as external opportunities and
threats. The goal is then to develop good strategies that exploit opportunities and
strengths, neutralize threats, and avoid weaknesses.

3. Objectives of the Study
The valuable part of SWOT analysis is determining the company's situation and
thinking about what actions are needed. This study involves evaluating the strengths,
weaknesses, opportunities, and threats of Aarong. The objectives of the study are as
follows:

1. Determining Aarong's strengths, weaknesses, opportunities, and threats; and

2. This article analyzing, through SWOT, the internal capability and external

environment for the developments of Aarong.

4. Research Methodology

This study is descriptive and exploratory in nature. The study is made out of primary
and secondary data. Present and previous data have been collected from financial
statements of BRAC in Bangladesh, journals, research articles, internet, research
monographs, different textbooks, cases, and various published and unpublished
materials on the subject. Primary data have been collected by interviews with
employees working at various levels and Managers of Aarong. Primary data have been
collected by a structured questionnaire, which is given in the appendix.
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5. SWOT Analysis Method

The SWOT analysis method was first proposed by Weihrich, a professor of
Management in the University of San Francisco. He proposed the method when he
studied the competitiveness and strategies of enterprises in the early 1980s. SWOT is
the abbreviation of four words: strength, weakness, opportunities and threat, in which
"S" and "W" are internal factors, while "O" and "T" are external factors
(Weihrich,Cannice, and Koontz, 2008).

It is commonly accepted that an industry's strengths and weaknesses demonstrate the
industry's internal characteristics and are controllable. And an industry's opportunities
and threats are determined by external factors on which the industry has no direct
control but can react to its own advantage.

SWOT analysis is a methodology allowing an industry to understand and plan to use
their strengths to exploit opportunities, to recognize and repair or avoid their
weaknesses, and to defend against or sidestep any known threats. The method has been
widely used as a strategic planning tool, and it was found effective (Zhao, Shen and
Zuo, 2009).

SWOT is made of two parts. The strengths and weaknesses refer to the internals of a
company while the opportunities and threats are external to the company and exist in
the environment. Strength of a company could be in managing the branding process
quickly and comprehensively. Its weaknesses could lie in the distribution of products or
payment delays. These are internal problems / issues and have to be understood and
dealt with on an ongoing basis. Often consultants are called in to assess these two
aspects on the belief that an outsider could give more insights into the company. The
two external factors - opportunities and threats - are not in the company's control. The
environment (composed of social, economic, legal, regulatory, national, and even
international events) has to be continuously scanned to track these. Though SWOT is
meant to act primarily as an assessment technique, its lengthy record of success makes
it an invaluable tool in project management in a business context; the SWOT analysis
enables organizations to identify both internal and external influences. Outside of
business, other organizations have found much use in the method's guiding principles.
SWOT's primary objective is to help organizations develop a full awareness of all the
factors, positive and negative, that may affect strategic planning and decision-making.
This goal can be applied to almost any aspect of industry.
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Table 1

Potential Resource Weaknesses and
Competitive Deficiencies

Potential Resource Strengths and
Competitive Capabilities

* A powerful strategy support by ® No clear strategic direction

competitively valuable skill and
expertise in key areas

A strong financial condition: ample
financial resources to grow the
business

Strong brand name image/company
reputation

A widely recognized market leader
and an attractive customer base
Ability to take advantage of economics
of scale and / or learning and
experiencing curve effects
Proprietary technology/superior
technological skills/important patents
Superior intellectual capital relative to
key rivals

Cost advantages

Strong advertising and promotion
Product innovation skills

Proven skills in improving production
processes

Sophisticated use of e-commerce
technologies and processes

Superior skills in supply chain
management

A reputation for good customer
service

Better product quality relative to rivals
Wide geographic coverage and/or
strong global distribution capability
Alliances/joint ventures with other
firms that provide access to valuable
technology, competencies, and/or
attractive geographic market

Obsolete facilities

A weak balance sheet burdened with
too much debt

Higher overall unit costs relative to
key competitors

Missing some key skill or
competencies/lack of management
depth/a deficiency of intellectual
capital relative to leading rivals

Super profitability

Plagued with internal operating
problems

Falling behind rivals in putting
e-commerce capabilities and strategies
in place

Too narrow a product line relative to
rivals

Weaker dealer network than key rivals
and/or lack of adequate global
distribution capability

Super e-commerce systems and
capabilities relative to rivals

Short on financial resources to fund
promising strategic initiatives

Lots of underutilized plant capacity
Behind on product quality and/or
R&D and/ or technological know-how
Not attracting new customers as
rapidly as rivals due to ho-hum
product attributes
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Potential Company Opportunities Potential External Threats to a
company's well-being

* Serving additional customer groups or | ® Likely entry of portent new

expanding into new geographic competitors
markets or product segments ® Loss of sales to substitute products

e Utilizing existing company skills or Mounting competition from new
technological know-how to enter new Internet start-up companies pursuing
product lines or new businesses e-commerce strategies

® Using the Internet and e-commerce ® Increasing intensity of competition
technologies to dramatically cut costs among industry rivals-may cause
and/or to purse new sales growth squeeze on profit margins
opportunities ¢ Technological changes or product

® Integrating forward to backward innovations that underline demand for
Failing trade barriers in attractive the firm's product
foreign markets. e Showdowns in market growth

® Openings to take market share away ® Adverse shifts in foreign exchange
from rivals rates and trade polices of foreign

® Ability to grow rapidly because of governments
sharply rising demand in one or more | ® Costly new regulatory requirements
market segments Growing bargaining power of

® Acquisition of rival firms or customers or suppliers
companies with attractive ® A shift in buyer needs and tastes away
technological expertise from the industry's product

¢ Alliances or joint ventures that expand | ® Adverse demographic changes that
the firm's market coverage or boost threaten to curtail demand for the
its competitive capability firm's product

® Openings to exploit emerging new ® Vulnerability to industry driving
technologies forces

* Market openings to extend the
company's brand name or reputation
to new geographic areas

Source: Thompson and Strickland (2008) Crafting and Executing Strategy, 16th edition

Table 1: Table 1 indicates the kinds of factors to be considered in determining a
company's resource strengths, weaknesses, opportunities, and threats.
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6. Background of Aarong

Aarong began as a cause - a means to an end for a quiet organisation fighting to uphold
the dignity of the marginalised. In 1976, when BRAC, a Bangladeshi NGO dedicated to
alleviating poverty and empowering the poor, first began encouraging sericulture for
women in Manikganj. Their only buyers were a few scattered retailers in Dhaka.
Weeks even months would pass between supply and payment until BRAC intervened.
Aarong was born out of a need to ensure that the penniless silk farmers of Manikganj
were paid for their goods upon delivery so that they could feed their families.

Today, Aarong's reach has spread beyond Manikganj to the rest of the country. It has
grown into a thriving international enterprise showcasing ethnic wear to beautiful crafts
from silks, handloom cotton, endi to terracotta, bamboo, jute, and much more. From a
single shop, Aarong has grown into one of Bangladesh's biggest retail chains, with
eight stores spread across the major metropolitan areas of the country - in Dhaka,
Chittagong, Khulna, Sylhet, and one in London, UK. The details of Aarong are as
follows:

Name Aarong

Type NGO

Founder Ayesha Abed Martha Chen

Headquarters Dhaka, Bangladesh

Area served Bangladesh

Key people Fazle Hasan Abed, Chairman, BRAC Mushtaque Ahmed,

Executive Director, BRAC Tamara Hasan Abed, Senior Director,
CEO Abdur Rouf, COO Sasi Kumar, General Manager, AAF

ade
o>¥ze
Logo 23
IS
Aarong_
Founded Dhaka, Bangladesh (1978)
Industry Design, sales of clothing, accessories, jewellery, home goods,
development, economic empowerment of women
Website WWW.aarong.com
Profit 534,42,43,106.00(in Taka) FY-2014

7. The Activities of Aarong

Today, Aarong's reach has spread from Manikganj, where it started functioning, to the
rest of the country. From a single shop, Aarong has spread its reach throughout the
country with 13 Ayesha Abed Foundation Centres (with nearly 653 sub-centres)
catering to over 1000 artisan groups and entrepreneurs and ensures the livelihood of
over 65,000 (85% women) artisans and their families, thus directly benefiting around
320,000 people.The enterprise has over 2300 people (60%, women) employed when
ploughs back its profit into BRAC's development initiatives - both economic and social,
such as free health programs, micro credit, legal services, education, etc.
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7.1 A fair trade organization: Aarong symbolizes fairness in the global village. The
organization has identified three basic constraints for gainful employment for the low
income and marginalized people in the rural areas: lack of working capital, marketing
support, and opportunity for skills development. In order to bridge these gaps, Aarong
provides a wide range of services to its workers and suppliers:

* Spot payment on product delivery to encourage efficiency and productivity;
Reach out to producers in remote areas to ensure fair value for their efforts;
Marketing communication and information for artisans;

Advances against purchase orders where necessarys;

Training and Education in skills development to raise product quality and
marketability;

Product Design and Support in Product development; and

® Quality control to increase producer awareness of the importance of quality.

7.2 BRAC and Aarong: The women Aarong employs are among the country's most
disadvantaged. Through Aarong they have been offered a way out of destitution and
degradation where they had none before. And the benefits that they receive extend well
beyond simply the wages they earn for their products. Since every single woman who
works in Aarong-owned production facilities is also a beneficiary of BRAC's
multifaceted development programme. As a support entity of BRAC, a significant
portion of Aarong's earnings go directly into financing the NGO's development
programmes in healthcare, education as well as economic and social development.

7.3 Artisans: Holding steadfast to its original mission, Aarong today supports the lives
and livelihoods of nearly 65000 rural artisans and handicraft producers, 85% of who
are women. More than 40000 of these women work directly for Aarong in its 13
production centers in Baniachong. Gorpara, Jamalpur, Jessore, Kushtia, Manikganj,
Rajbari, Sherpur, Pabna, Pollobi, Kurigram, Nilphamary, and Jhenaidah, and 653 other
sub-centres spread across Bangladesh. 25000 independent cooperative groups and
traditional family-based artisans also market their crafts through Aarong. Potters, brass
workers, jewelers, jute workers, basket weavers, handloom weavers, silk weavers,
wood carvers, leather workers, and various other artisans with specialized skills from
all over the country come to Aarong for marketing and support services.

7.4 Aarong Production Centre: The Ayesha Abed Foundation (AAF) is an
organization that aims to provide avenues for employment and income generation for
underprivileged rural women. It is an enclave for women, formed to uplift them
economically through their work as producers and socially through their development
into entrepreneurs. The Foundation provides an appropriate working environment,
financial and technical assistance, and training to develop the women's skills in various
crafts. The Foundation was established to commemorate the memory and work of late
Mrs. Ayesha Abed, a co-worker and wife of the Founder and Chairperson of BRAC.
The work that is done in the Foundation is a testament to her commitment to the issues
of education, training, and employment opportunities for disadvantaged women. It was
she who in 1976 initiated all the present major activities of AAF in Manikgonj.
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7.5 Products of Aarong: Aarong, the leading fashion and craft retail of Bangladesh,
has been playing a role in energizing the traditional Arts and crafts of Bangladesh. By
using the goods of the country, Aarong offers a huge range of exciting products from
traditional to western household goods to shoe bags, jewelry, and leather accessories. It
has become the Mecca of Deshi products. The creativity and quality of the products
have promoted it to the leading position in the fashion and craft industry of this
country.

8. SWOT Analysis of Aarong
A. Strengths

1. Strong Financial Condition

Table 2: Financial condition of Aarong

Particulars Financial year-2013 in Tk Financial year-2014 in Tk
Cash / bank balance 141,288,244 157,376,177
Net asset 3,343,872,537 3,814,164,037
Revenue 4,748.618,174 5,344,243,106

Net surplus (after inter

387,142,721

439,744,616

program allocations)

Source: Audited Financial Statement of BRAC in Bangladesh for the year ended in December 2014

Table-2 shows that the amount of cash/bank balance is from TK -141,288,244 in 2013
to TK 157,376,177 in 2014. Net Asset is from TK 3,343,872,537 in FY- 2013 to TK
3,814,164,037 in FY- 2014 and the Revenue and Net surplus (after inter program
allocations) are from Tk 4,748.618,174 and Tk 387,142,721 in FY- 2013 to TK
5,344,243,106 and Tk 387,142,721 in FY- 2014 respectively. The cash/bank balance,
revenue, net asset, and net surplus of Aarong have been increasing rapidly.

2. Powerful Strategy: Aarong has a powerful strategy supported by competitively
valuable skill and expertise in key areas. Aarong also continued to expand its
production capacity with the addition of three new AAF centres. However, by the late
1990s and early 2000s, Aarong faced a financial setback as a result of mediocre
management and lack of innovation. Between 2001 and 2004, the company was
restructured to improve everything from costing, pricing, design, and marketing to new
product introductions and brand innovations. In 2004, armed with an improved set of
processes, a brand new vision and a new management team led by Tamara Hasan
Abed, Aarong resumed its impressive performance. In 2004, its sales totaled almost
USD 14 million. Aarong earned a profit of USD 1.96 million for BRAC which was
distributed among its agriculture, education, and health programme, with the majority
going to special programme for the ultra poor. In 2013, Aarong had crossed USD 50
million in sales.
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3. Strong Distribution Channel: It has captured 68 % of total handicraft market share
in Bangladesh. Aarong - a Bangladeshi fair trade organization and member of the
World Fair Trade Organization is BRAC's largest social enterprise, with 15 outlets in
Bangladesh, and a network of over 65,000 skilled artisans.

4. Unique Idea: Aarong is creating an image that they are fair trade organization
dedicated to bring about positive changes in the lives of disadvantaged artisans and
underprivileged rural women. This idea of selling is unique which is creating an image
in the customer mind that they are doing business which directly helps the extremely
poor people. Their UK branch is making huge profit as foreign customers have high
perceived value for their products.

5. Brand Image: Aarong has successfully created a brand in the customers' mind.
Their unique idea draws the attention of the customers. People's perception about
Aarong is positive because they claim themselves socially responsible. People do not
mind paying high price for the same product which is much lower in price in other
stores. Customers come to them because they obtain certain value from Aarong's
products.

6. Strong Team Management: Aarong has a strong management and marketing team
who are continuously giving their great effort to make it a successful one. It has
maintained a dedicated marketing staff to assist with major marketing initiatives
including traditional print and billboard advertising, exhibitions, and fashion shows. In
2008, Aarong celebrated its 30-year run by participating in numerous fashion shows
and sponsoring a Nakshikantha exhibition titled Story of Stitches at the National Art
Gallery of Bangladesh.

7. Low Production Cost: Aarong has almost "Zero" production damage rate which
reduces their cost. Aarong is making a huge profit as their cost of production is
extremely low. There is not any factory cost, and the cost of making the product is
cheap. They are able to meet the huge demand of the customers because they have a
large workforce. They have 65000 employees working under them who make the
products.

B. Weaknesses

1. Limited Budget in Research and Development: Aarong has captured maximum
handicrafts market share and is generating a huge profit but has a limited contribution
to research and development department which can come up with more innovative
products and superior marketing strategy.

2. Inefficient Human Resource Department: The responsibility of Human Resources
Department is to select the right person for the right place to increase efficiency. But
customers are not satisfied with their customer service as the sales persons are slow in
doing transaction in computing. Its sales force or sales girls within the outlet are not
properly trained up.
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3. The Website is Not up to the Mark: Though they are revolting in website it
provides very less information about them for online based customers from countries
like UK, USA, and Australia. They should have online buying option to be more
competitive in the market.

C. Opportunities

1. Huge Potential Market: Aarong can capture more market share in the handicraft
industry in Bangladesh, it has expanded its business globally and enjoys a huge
potential market. It can enter the United States, Australia, and New Zealand as they are
having a good business in England now, they can shift their target towards other
countries that are willing to accept the traditional handicrafts and clothing of
Bangladesh.

2. Seasonal Fashion: According to the season change, people also change their
preferences in buying products, and considering this scenario Aarong can produce
products on the basis of seasonal variations.

3. New Trend: They can come up with some modern and classical types of designs,
mixing up both together so that people might love it because it is something unique.

4. Local Events and Fashions: People are now trendier about local events and
functions like Pohela Falgun, Pohela Boisakh, Victory Day, Independence Day, etc.,
and they want to buy new and special products for these events. Aarong can make new
products to sell in those special occasions.

5. Grow Rapidly: Aarong has ability to grow rapidly because of sharply rising demand
in one or more market segments. It has successfully grown its export customer base
over the last 20 years through the addition of a number of fair trade organizations in
Europe, North America, Australia, and New Zealand.

6. Product Innovation Skills and Diversifications: Aarong has good reputation for
fine quality products, new product development, and creativity. They are innovative
and always bring some new products in the market which meets customers'
requirements and expectations. The organization is a respected employer that values its
workforce. It has more than 100 fashion and lifestyle product lines. Sometimes, people
do not get the size of Panjabi, Kameez, but still they prefer Aarong. It has established
itself as an extensive design library of our rich craft heritage, such as Nakshikantha art
and Jamdani patterns. It has created such a brand image that when we even think about
presenting a souvenir to a foreign friend, many prefer to present Aarong products as
they reflect the country's unique contemporary fashion.

D. Threats

1. Competitors: Aarong does not have any big competitors right now. But they have
some small competitors like KayKraft, Anjans, Deshal, Jattra, Khubsurti, Rina Latif,
OZ, Rang, Nogordola, Bibiana, Banglar Mela, and some other Boutiques established at
Banani 11, Kamal Ataturk, Dhanmondi, Mohammadpur, Malibagh, Uttara, Mirpur and
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in many other areas in Dhaka and other divisions which are taking their 32% customers
and increasing in a slow rate. Aarong always faces price wars with their competitors.
Its competitors have some superior products like OG's Panjabi shape, Khubsurti's
design of Salwar Kameez, Rang's Shari's color, which are decreasing Aarong's market
share as well as sales.

2. Higher Price: Aarong charge higher price relatively than its other competitors. As a
result some times customers lose their interest to buy products from them. But now
they are repositioning their brand to compete.

3. Entry of Portent New Competitors: Aarong faced mounting competition from new
Internet start-up companies pursuing e-commerce strategies.

9. SWOT Analysis Matrix of Aarong

Internal factor Internal strengths (S) Internal weaknesses (W)
. Strong financial condition 1. Limited Budget in researchand
. Powerful strategy development
. Strong distribution channel 2. Inefficient human
. Unique idea resource department
External factor . Brand image 3. The website not up to the mark
. Strong team management
. Low production cost
External opportunities (O) SO strategy: MaxiMaxi WO strategy: MiniMaxi
Huge potential market
Seasonal fashion Strategies that use strengths (S) to | Strategies that minimize
New trend maximize opportunities (O) weaknesses (W) by taking advantage
Local events and fashions of opportunities (O)
Rapid growth
Product innovation skills
and diversifications

External threats (T) ST strategy: MaxiMini WT strategy: MinMini

1. Competitors Strategies that use strengths (S) to | as reduction, windingup, joint

2. Higher price minimize threats (T) venture, or minimize

3. Entry of portent new weaknesses and avoid threats
competitors

Source: Weihrich, Cannice, and Koontz (2008) and Primary Data

From above Table-3, this article found that Aarong has already had a good foundation
for the development of strategic emerging market. The existing internal factor, superior
financial condition, talents resources, policy advantages, and cost advantages should be
made full use of to strengthen the capability of independent innovation, to grasp the
good opportunity that governance at all levels (national, and local), support the
development of strategic emerging industries vigorously, make strategies bigger and
stronger, and to enhance the core competitiveness in the domestic and overseas
markets. Aarong should enhance the ability of independent research and development
and innovation to research and develop its own brand products.




A SWOT Analysis of Aarong

10. Actual SWOT Analysis of Aarong

Internal strengths (S) Internal weaknesses (W)

Strong financial condition - Limited Budget In research and development

Powerful strategy - Inefficient human resource department

Strong distribution channel - The website not up to the mark

Unique idea - Sales persons needing more training

Brand image - The compensation package in Aarong not

Strong team management attractive

Low production cost - Employee turnover rate high because of the

High production qualities salary structure

Excellent working

conditions

Variety of products

Maximum levels of sales

Customer loyalties

Specialist marketing expertise
External opportunities (O) External threats (T)

Huge potential market - Competitors

Seasonal fashion - Higher price

New trend - Entry of portent new competitors

Local events and fashions - Changing technology

Rapid Growth - Political instability

Product innovation skills and diversifications| - Competitors have some superior products

Capturing more market share - Price warring with competitors

Reference: Interviews with outlet Managers of Aarong (primary data)

11. Conclusion

Aarong is vigorously fostering and developing strategies in domestic market; however,
there are numerous challenges and problems. It is necessary to explore the internal and
external factors that affect the present situation and future development of Aarong.
Using SWOT analysis approach (the strengths, weaknesses, opportunities, and threats
factors in Aarong), strategies are assessed. This study found that major strengths of the
industry are strong financial condition, strong distribution channel, unique idea, brand
image, strong team management, production cost, etc., whereas the major weaknesses
are limited budget in Research and Development, inefficient H.R. department, and the
website is not up to the mark. On the other hand, the external opportunities are huge
potential market, seasonal fashion, new trend, local events and fashions; product
innovation skills, etc. Meanwhile, the external threats are competitors, higher price,
and entry of portent new competitors. According to the consequences of SWOT matrix
analysis (Table-3), this paper concluded strategies for the development of Aarong
strategies. However, these SWOT factors will vary with the changing environment.
Therefore, continuous assessment should be made to explore the comprehensive
situation of Aarong.
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Reasons behind the Practices of Green Banking by Commercial
Banks: An Empirical Study on Bangladesh
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Abstract

Green banking is a new initiative throughout the world. The leading bankers and
entrepreneurs have come forward to save human from environmental disasters. In the
context of Bangladesh, if we think about it, we will find the situation terrible. Our
people have little awareness about environment, air, and water pollution, and
industrial, medical, and household wastes. In this way, we can say green banking is
nothing but an eco-friendly socially responsible banking system which drives the
whole nation towards a healthy environment and presents an excellent and hazardless
banking. We have selected bankers as the possible sample of this study and have
conducted probability stratified sampling technique. The total 60 respondents have
been selected by the rules of factor analysis. Factor analysis then has been used to
analyze the data and to draw the findings. From the factor analysis, it has been found
that three factors namely loan and legal factor, environmental factor, and economic
factor are the real influencers. These three factors have consolidated variance of
74.957% of the decision with respect to the appropriation of green banking by the
commercial banks to ensure sustainable economic development.

Keywords: Green Banking; Green Products; Climate Change Issues; Paperless Banking; Online
Banking; Mobile Banking; Automated Teller Machine (ATM)

Introduction

Earth is a unique planet composed of oceans, mountains, vast forests, and life. It is the
only habitat for human race. Growing urbanization, over-use of fossil fuel, excessive
carbon emission, and the recurrent competition to destroy forests for daily use are
pushing us to the dangers of global warming. The earth has become endangered. The
lives of the species, including humans, have become endangered. In the last few
decades cyclones, rain, and flood have increased. At the same time, due to sea level
rise our beloved motherland, Bangladesh, is on the verge of being submerged into sea.
Therefore, this is a crucial time to think green, and to live with green. We need to
build a planet where we can breathe to our heart's content in the green. We want to
bring about a qualitative change in our lifestyle, in which our progeny would grow up
in a pollution-free green environment. At the same time, the demand of present era is
to adapt our client general banking to green banking.
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Assistant Professor, Department of Accounting, Dhaka Commerce College
** Md. Shariful Islam
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It evaluates all the factors before giving the loan whether the project is
environment-friendly and has any implication on the future people and planet. Green
finance as a branch of green banking makes significant contribution to the transition to
resource efficient and low carbon industries, i.e., green industry and green economy in
general. Green banking is a component of the global initiative by a group of
stakeholders to put aside environment. Green banking or ethically responsible banks not
only advance their own initiatives but also affect socially responsible behaviour of other
businesses. Green Banking Product Coverage includes Green mortgages, Green loans,
Green credit cards, Green savings accounts, Green checking accounts, Green CDs,
Green money market accounts, Mobile Banking, Online banking, Remote deposit
(RDC), etc. It is found that following are some of the steps that can be taken for going

v" Online banking v" Green Accounts (ATM Service)
- Paying bills online v" Green Financing
Remote deposit/ bKash v Power Savings Equipments
Online fund transfers v" Green Debit Cards/ Credit Cards
E statements v' Save Paper
Automated clearing house v Mobile Banking

Literature Review

Global warming, which is one of the most flaming and discussed issues, has the worst
impact on the climate of the planet as a whole. The rapid change in climate will be too
great to be adapted by the eco-systems since the change have already made direct
impact on biodiversity, agriculture, forestry, dry land, water resources, and human
health. As such, issue of global warming calls for a global response. Due to unusual
weather pattern, rising greenhouse gas, declining air quality, etc., society demands that
businesses also take responsibility in safeguarding the planet (Banking Regulation and
Policy Department, Bangladesh Bank, 2011).

The word green banking has been conceptualized to implement the broader concept like
sustainable development. According to World Commission on Environment and
Development (WCED), "Sustainable development is development that meets the needs
of the present without compromising about the ability of future generations to meet their
own needs (Smith, Rees, and Gareth 1998). In order to ensure sustainable development,
world environmentalist groups consider that green banking would be one of the
valuable arms. As a result, today's environmental stakeholders are pushing financial
community to strictly implement green banking policy which they consider will help to
protect the environment.

Turning to Rana Plaza disaster, Dr Atiur said: "We need to be determined and united to
keep our commitments ensuring that no industry building will be there without building
code compliance and there'll not be a single industry building without environmental
and social risk assessment” (Hossain, 2015). "So let's contribute effectively from our
own status to building more and more green industries, Bangladesh's apparels as green
could add more value to our export earnings,” he said (Hossain, 2015). Atiur also
mentioned that the central bank has been contributing to green banking for the last half
a decade. Some 47 green products in 10 categories have been introduced since 2009.
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Despite the factors like customer demand and environmental awareness, there are some
other factors that influence banks to implement green banking. Cost saving is one of the
importance of green banking (Heim and Zenklusen, 2005). In few cases the
environmental management system resulted in lower risk, greater environmental
stewardship, and increase in operating profit (Jeucken, 2001). In future, market will
reward those industries or the companies which emerge as the efficient users of the
energy and raw materials and will penalize the less efficient one. Further, the investors
in the stock market are equally aware of environmental pollution and would take a stand
against those industries/institutions that do not comply with pollution norms (Gupta,
2003; Goldar, 2007). According to Biswas, (2011), "Some other benefits of green
banking rationalizing the paper use by giving free access to do all the banking
transactions through Internet Banking, SMS Banking, Phone Banking and ATM
Banking, free Electronic Bill Payment Services, and E-Remit services for remitting
funds to the customers' home country. This is a unique service.

To Ullah (2010), some important features of green banking operations are that

(1) banks can help environment through automation and online banking;

(2) green banking focuses on social safety and security through changing the
negative impacts of the society;

(3) in financing, it always gives priority to investments / loans which consider
risk factors regarding environmental conditions;

(4) it always cares for sustainable and green growth in industrialisation and for
social purposes;

(5) it creates a congenial atmosphere inside and outside the bank;

(6) it considers the clients as its family members, and as such, guides, and
supervises the projects to reduce pollution and thus implement scientific
methods in the real sense by implementing environmental due diligence
(EDD) checklist;

(7) it reduces cost and energy, thus saving money and increasing GDP of a
country;

(8) it changes the mental faculties of the officials and customers, in line with
green sensibilities; and

(9) it helps institutions, men, and the nation in general live with dignity.

Justification of the Study

Green banking is a new concept that is derived from the awareness of intellectuals,
scientists, bankers, and entrepreneurs, who thought about the future of mankind
regarding sustainable growth, saving the nations from painful, un-healthy environment,
natural calamities, and disasters. Mankind is the best creation of this earth, which has
to survive with dignity. But if the society is adverse, unity gets disrupted, the
environment is against the healthy survival, and man has to face uncertainty, diseases,
and other maladies. We, the conscious people, want to save mankind and environment
for the betterment of our nations. Therefore, we would like to propose some rationales
for green banking.



138 Dhaka Commerce College Journal, Vol. VII, No. 1, December 2015

Objective of the study
We have carried out this study to figure out some key issues about green banking of
Bangladesh. Subsequently we have built up a few objectives of this study.

Core objective
The core objective of this study is to find out what factor or factors/reasons are pursued
to influence bankers to espouse green banking.

Specific objectives
Some specific objectives of this study are as follows:

e To give new idea to people through green banking like paperless banking,
online banking, etc.;

e To enhance brand image through receiving green banking tactics;

@ To create positive idea regarding banks through green banking activities
rather than other financial institutions;

e To study management of environmental risk and identify opportunities for
innovative environment friendly financial products; and

@ To create financial products and services that support commercial
development with environmental benefits.

Methodology

Sampling and Data Collection

For this study, sample of 60 bankers in Dhaka city, Bangladesh, were chosen with the
aim of identifying factors or reasons behind the practices of green banking by
commercial banks. For Malhotra and Dash (2010), as a rough guideline, there should
be at least four or five times as many observations (sample size) as there are variables.
In this study, there are 14 variables which four times is 56 so that we select 60 as
sample size by random. We have considered the green banking activities of the banks of
Bangladesh as criteria to be included into stratum and have chosen those banks that
have significant green banking activities. The selection of stratum has been based on the
secondary data. We have then selected samples from each stratum by using simple
random sampling procedure.

Measurement and Data Collection

The questionnaire has been structured to the factors or reasons behind the practices of
green banking by commercial banks with 14 variables in which bankers had been asked
to what extent they agreed or disagreed with each variable on a seven-point scale with
descriptive anchors ranging from (1) 'strongly disagree' to (7) 'strongly agree'. We
collected data from several bankers from June to July, 2015, who are currently working
in different private and government banks in Dhaka city. We selected bankers rather
than customers because of adequacy of knowledge. The bankers are more informative
regarding Green banking.
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Method of Analysis

As the objective of this study is to find out the factor or factors that influence banks to
undertake green banking activities, factor analysis comes as the first analysis tool.
Factor analysis has been used to find out the answers to all the questions that we have
generated. Through careful secondary data analysis like literature and newspaper, we
have been able to pinpoint some initial variables that have been considered as an
influential element that force banks to undertake green banking strategy.

Analysis of the study

By conducting factor analysis, we have tried to identify the factors behind adopting
green banking policy. We did a pilot study to get some new variables, and then we
adjusted new variables in our questionnaire. The first step in this analysis has been to
measure the appropriateness of factor analysis and the following results have been
produced to make the decision. At first, the variables that we used in our questionnaire
to get our outcome are -

V1: Customer Demands

V2: Bangladesh Bank's Directions

V3: Greater Working Revenue

V4: Global Climate Changes

V5: Improving Brand Image

V6: High Interest Rates for Green Banking Loan
V7: High Demand for Green Banking Loan

V8:  Stress through Environmentalist Team

V9:  Stress through Worldwide Business

V10: Worker Efficiency

V11: Municipal Culture Reassurance

V12: Staying Away from Customers Associated Lawful Difficulties
V13: Paperless Banking to Reduce Transaction Cost
V14: Lower Credit Risk of Green Banking Loan

Hypothesis Testing

HO: R2 = The variables are not correlated in the population.
H1: R2 = The variables are correlated in the population.

Table 1: KMO and Barlett's Test

Kaiser-Meyer-Olkin (KMO) measure of sampling adequacy .687
Barlett's test of sphericity Approx. Chi-Square 342.233
df 137

Sig. .000
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Table 1 shows the Kaiser-Meyer-Olkin (KMO) measure of sampling adequacy and
Barlett's test of sphericity. The Kaiser-Meyer-Olkin (KMO) measure of sampling
adequacy indicates that factor analysis is appropriate as the result of 0.687 is greater
than 0.5 (values between 0.5 and 1 shows that factor analysis is appropriate). Batrlett's
test of sphericity tests the null hypothesis that the variables are uncorrelated in the
population. Here, Bartlett's test of sphericity produces a Chi-square of 342.233 with a
significant value of 0.000. The significant value of 0.000 is less than the threshold
value of 0.05. This suggests that null hypothesis can be rejected. Thus, variables are
correlated in the population. The results obtained from KMO and Bartlett's test are
good indication of the suitability of the application of factor analysis.

Table 2: Correlation Matrix
V1| V2| V3| V4| V5| Ve | V7| V8| V9 |V10|V11|V12|V13| V14

V1 |1.000

V2 | .726|1.000

V3 |-.718]-.416|1.000

V4 |-.473|-.326( .473(1.000

V5 |-.054| .151|-.242(-.016{1.000

V6 |-.783]|-.606| .665| .365|-.275|1.000

V7 |-.706|-.331| .492( .362( .222| .420|1.000

V8 | .169| .334| .157| .120|-.142|-.073| .154(1.000

V9 |-.204| .087| .693| .222(-.319| .252| .291| .528(1.000

V10| -.431|-.330| .432| .328|-.313| .419| .283| .164| .258|1.000

V11| -.606|-.575| .648| .408|-.403| .638| .436( .228| .421| .623]1.000

V12| -.580] -.606| .489( .391|-.402| .575| .342| .084| .144| .534| .820]1.000

V13| 1.000| .726|-.718(-.473|-.054|-.783| -.706( .169|-.204|-.431]-.606| -.580(1.000

V14| -.080| -.027| .497| .200|-.566| .153( .214| .555| .771| .270| .428| .325|-.080|1.000

Correlation matrix gives an idea regarding the relationship among the variables. It
likewise gives an initial idea regarding the set of variables or factors that can be
summed up.
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Relationship set

There is a high correlation among V1 (Customer Demands), V2 (Bangladesh Bank's
Directions), and V13 (Paperless Banking to Reduce Transaction Cost).

There is a strong correlation among V2 (Bangladesh Bank's Directions), V8 (Stress
through Environmentalist Team), and V13 (Paperless Banking to Reduce Transaction
Cost).

There is a strong correlation among V3 (Greater Working Revenue), V7 (High Demand
for Green Banking Loan), V9 (Stress through Worldwide Business), and V11
(Municipal Culture Reassurance).

There is a strong correlation among V4 (Global Climate Changes), V6 (High Interest
Rates for Green Banking Loan) and V11 (Municipal Culture Reassurance).

There is a strong correlation among V8 (Stress through Environmentalist Team), V9
(Stress through Worldwide Business), and V14 (Lower Credit Risk of Green Banking
Loan).

There is a strong correlation between V10 (Worker Efficiency) and V11 (Municipal
Culture Reassurance).

Table 3: Communalities

Initial Extraction
Customer Demands 1.000 .962
Bangladesh Bank's Directions 1.000 778
Greater Working Revenue 1.000 782
Global Climate Changes 1.000 .369
Improving Brand Image 1.000 .844
High Interest Rates for Green Banking Loan 1.000 710
High Demand for Green Banking Loan 1.000 744
Stress through Environmentalist Team 1.000 .677
Stress through Worldwide Business 1.000 .829
Worker Efficiency 1.000 464
Municipal Culture Reassurance 1.000 812
Staying Away from Customers Associated Lawful Difficulties| 1.000 746
Paperless Banking to Reduce Transaction Cost 1.000 .962
Lower Credit Risk of Green Banking Loan 1.000 .817
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The initial value for each variable under communality table is 1 as the unities were
inserted in the diagonal of the correlation matrix. The next column gives the data of the
extracted values of each variable. The extracted values are less than the initial value
because all the 14 factors will not be retained and this will be clarified later in the

analysis.

Table 4: Total Variance Explained

Component Initial Eigenvalues Extraction Sums of Squared Rotation
Loadings Sums of
Squared
Loadings
Total % of | Cumulative | Total % of | Cumulative Total
Variance % Variance %
1 6.341 45.291 45.291| 6.341| 45.291 45.291 6.027
2 2.664 19.032 64.323| 2.664 19.032 64.323 2.866
3 1.489 10.634 74.957| 1.489 10.634 74.957 2.467
4 .859 6.135 81.092
5 .673 4.806 85.898
6 .560 4.002 89.900
7 411 2.933 92.833
8 .320 2.287 95.121
9 263 1.879 97.000
10 171 1.225 98.225
11 122 .870 99.094
12 .072 S17 99.611
13 .054 .389 100.000
14 -1.151E-016] -8.222E-016 100.000

The table initial eigenvalue shows the value of eigenvalue. The eigenvalue for a factor
explains the power of variance. The eigenvalue of component 1 is 6.341 which have
45.291% variance power. The total 14 components have 100% variance power. As a
result, component one has 45.291% of the variance of the adoption of green banking
policy and component two has 19.032% of the variance and so on.

Extraction sums of squared loadings show those variables that are retained. Here 3
components are retained which have total 74.957% of the total variance. Here those
components are retained whose eigenvalue is more than one.
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Determination of the number of the factors

One very important question of factor analysis is how many variables are to be
extracted. There are several theoretical instructions about the extraction of the factors.
Here in this study, we are extracting 3 factors, and our decision is based on the
following grounds:

1. We are extracting those factors whose eigenvalue is more than 1 and three factors
have that score;

2. The cumulative variance of three factors is 74.957% which is satisfactory, and that
is why we are extracting three factors;

3. Scree plot also gives an idea about the number of factors to be extracted. A scree
plot shows the eigenvalues on the y-axis and the number of factors on the x-axis. It
always displays a downward curve. The point where the slope of the curve is clearly
leveling off indicates the number of factors that should be generated by the analysis.
Unfortunately, both criteria sometimes yield an unreasonably high number of
factors. In the above example, a cut-off of an eigenvalue ?1 would give us three
factors. Here, the extracting three factors cover most percentages. The following
scree plot also shows the number of factors to be extracted.

Scree Plot

4

Eigenvalue

2

[

Component Number

Figure 1: Scree Plot
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Table 5: Pattern Matrix

Component

1 2 3
Customer Demands -1.005 .133 -.115
Bangladesh Bank's Directions -.729 432 .290
Greater Working Revenue 727 .395 -.052
Global Climate Changes 578 .164 .085
Improving Brand Image 151 -.218 .890
High Interest Rates for Green Banking Loan 777 -.085 -.223
High Demand for Green Banking Loan 785 226 441
Stress through Environmentalist Team -.144 .830 .020
Stress through Worldwide Business .199 .858 -.029
Worker Efficiency .440 127 -.396
Municipal Culture Reassurance .637 .191 -.448
Staying Away from Customers Associated Lawful Difficulties | .587 -.038 -.532
Paperless Banking to Reduce Transaction Cost -1.005 133 -.115
Lower Credit Risk of Green Banking Loan .050 .786 -.342

The pattern as showed in Table 5 matrix is an unrotated factor matrix which shows the
relationship between the factors and the individual relationships. One major problem of
this pattern matrix is that one variable is sometimes related to several factors which
create interpretation problem. In order to solve this problem, rotated factor matrix or
structure matrix is important because it will solve the problem.

Table 6: Structure Matrix

Component

1 2 3
Customer Demands -.964 .015 .075
Bangladesh Bank's Directions -.732 .304 .388
Greater Working Revenue .789 .496 -.246
Global Climate Changes .582 .230 -.052
Improving Brand Image -.059 -.302 .884
High Interest Rates for Green Banking Loan .811 .042 -.371
High Demand for Green Banking Loan 725 277 254
Stress through Environmentalist Team -.040 .809 -.047
Stress through Worldwide business 317 .887 -.169
Worker Efficiency 537 231 -.501
Municipal Culture Reassurance 754 .326 -.601
Staying away from Customers associated Lawful Difficulties | .691 .100 -.647
Paperless Banking to Reduce Transaction Cost -.964 .015 .075
Lower Credit Risk of Green Banking Loan 222 .832 -.443
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From the above structure matrix, it will be possible to interpret the extracted factors
with the percentage of variance explained and also the variables to be included in each
factor.

Table 7: Factors Labelling

Factor Interpretation | Loading Variables included in the factor
(% variance
explained)

0.789 | Greater Working Revenue
0.582 | Global Climate Changes
0.811 | High Interest Rates for Green Banking
Loan and Legal Factor Loan
(45.291%) 0.725 | High Demand for Green Banking Loan
0.537 | Worker Efficiency
0.754 | Municipal Culture Reassurance
0.691 Staying Away from Customers Associated
' Lawful Difficulties
0.809 | Stress through Environmentalist Team
Environmental Factor 0.887 | Stress through Worldwide Business
(19.032%) 0.832 | Lower Credit Risk of Green Banking
Loan
0.075 Customer Demands
. 0.388 | Bangladesh Bank's Directions
Economic Factor -
(10.634%) 0.884 | Improving Brar}d Image ‘
0.075 | Paperless Banking to Reduce Transaction
Cost

Findings

At the earliest reference point, hypothesis testing is used to distinguish the presence of
relationship between the variables and the population. The analysis suggests that the
relationship exists between these two groups. Appropriateness of factor analysis is
measured through Kaiser-Meyer-Olkin test, and the result shows that factor analysis is
the ideal method of analyzing the data. Initial eigenvalue indicates the control of
individual component. Among 14 components, 3 components are retained on the basis
of eigenvalue. These three components have total 74.957% of variance. As a result, it
can be summarized that these three components have 74.957% influential power in
adopting green banking by commercial banks. The total eighteen variables are extracted
into three factors, and these three factors are labeled as follows: loan and legal factors,
environmental factor, and economic factor. Finally, it can be said that these three
factors make the main reasons behind adopting green banking by Bangladeshi
commercial banks. Banks are adopting green banking policy because it thinks avoiding
green banking will not only create some legal problems from various stakeholders, but
it will also be economically wrong. Commercial banks also understand assuming green
banking will improve its brand image to its market and especially among the
environmentally conscious citizens.
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Recommendations

This study reveals that the banks are pursuing green banking because of some multifaceted

factors. After identifying the findings we think that the following recommendation may

help to improve the practices of Green Banking by commercial banks:

e Bangladesh Bank must monitor the adherence of green banking guidelines by the
commercial and non-commercial banks and help the banks to make better use of its
guideline. Bangladesh Bank also should take innovative steps so that it is more
helpful for sustaining eco-safety banking.

Bangladesh Bank ought to focus on all the benefits of green banking to the
commercial banks in order to fully implement green banking.

Bangladesh Bank should explain the economic benefits of green banking to the
commercial banks in details.

The Government of Bangladesh should emphasize on environmental safety
banking and supervise the practices of different banks. The government should also
pay special remuneration to those banks which make the theory of eco-friendly
banking into empirical in the field of banking sector in Bangladesh.

Government encourages the general people about green banking awareness
through the electronic and print media. Different seasonal and occasional exhibition
arranged by Bangladesh Bank will also make the common people more aware.

Commercial banks should make all the steps to make all the branches as Green
branches by establishing solar panel, fully fledged internet, and paperless banking, etc.
Employees should be properly trained about green banking in terms of green
banking loan, internal green environment, etc.

Encouraging borrowers to go green. In reality, the green banking practices
should not be only limited within banks but also should be extended to the mass
customers. Then they will feel that it is very necessary for them to not only do
business but also think about our green planet to make it more beautiful and
liveable.

It should develop green fund portfolio for the environmentally friendly projects
with a lower interest rate.

Finally, the commercial banks may be held responsible in future for the
contamination by its own customers as these banks give the loan to these clients,

Conclusion

Green Banking now is not only limited to awareness but also in practice. It is now
expected from all scheduled banks that they would not only allocate budget but also
ensure the efficient utilization of budget allocation. Bangladesh Bank will fix target
from this year for green finance for each of the bank, and fulfilment of the targets
would be one of the major considerations for the evaluation process of a bank. Then
again, we will need to take solid position against our inward polluters. Bangladesh
Bank, which has the legal power to shape the conduct of the banks, will need to drive
every one of the banks to actualize green banking an account approach to check its own
ecological contamination, offering credits to earth inviting tasks and decreasing interest
in naturally destructive undertakings. This green banking can assume a huge part in
executing the more extensive idea like sustainable financial advancement. Finally, we
can say that going green should be the motto of all commercial banks.
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A Comparative Study of Job Satisfaction between the Employees
of Private Commercial Banks and Islamic Banks in Bangladesh:
A Case Study in Dhaka City
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Abstract

Job satisfaction has been widely studied over the last few decades because of its direct
relationship to the quality as well as quantity of output. Contributing significantly
towards socio-economic development, banking has become a very crucial part of an
economy. Presently, in Bangladesh, there are 30 private commercial banks of which
23 are conventional (interest based) and 7 are Islamic (profit or non-interest based)
banks. However, most of the conventional banks in the country are increasingly
becoming interested in starting Islamic banking facilities. Islamic bankers in
Bangladesh are in front of dual competition, i.e., competition among themselves and
competition with conventional bankers. Hence, for the betterment of output, each type
of bank must study the job satisfaction of the employees. To understand and compare
the level of job satisfaction, in the period of September to November 2013, among the
employees of privately owned conventional and Islamic banks of Bangladesh, this
study was conducted in Dhaka city by collecting data purposively through a structured
questionnaire of 50 respondents from each type of banks. The study reveals that in
Bangladesh the mean job satisfaction in both of the bank employees is satisfactory,
and the job satisfaction of the employees of privately owned conventional bank and
these of Islamic bank does not differ significantly due to sex, marital status, academic
discipline, job status, and experience. According to the respondents, transport facility
and lack of promotion rules are the first and the second problem respectively.

Keywords: Job Satisfaction; Private; Commercial; Conventional bank; Islamic Bank

1. Background

Job satisfaction is the expression of the feeling and emotions of employees in an
organization. It comprises the behavior pattern of people that can be favorable or not.
The improvement of work is directly related to job satisfaction. If employees are
dissatisfied with their jobs, the overall improvement is affected. As job satisfaction is
positively related to its goal, achievement has gained enthusiastic attention of
researchers all around the world after the beginning of industrialization, but now it is
applied to each and every organization. Hoppock (1935) defined the term as
circumstances combination of psychological, physical, and environmental factors that
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cause an employee to state his feeling on any tasks or events associated with. Locke
(1976) defined job satisfaction as a pleasurable or positive emotional state resulting
from the appraisal of one's job or job experience. Bullock (1952) viewed job
satisfaction as an attitude which results from a balancing and summation of many
specific likes and dislikes experienced in connection with the job. Job satisfaction is a
set of favorable or unfavorable feelings and emotions, with which employees view their
work, and the supervisors need to be alert about employees' job satisfaction level
(Newstrom, 2007).

Banking is a very critical part of an economy that plays a momentous contribution
towards the socio-economic development of a country. It forms the core of the money
market and plays a very crucial role in mobilizing resources for productive investments
in a country, which in turn contributes to economic development. The efficiency of the
sector is very important for overall development of the country. This efficiency of the
employees is the outcome of job satisfaction. The quality as well as quantity of the
productivity of a satisfied employee is much better than that of a dissatisfied one.
Therefore, for the betterment of the banking sector of the country, job satisfaction must
be ensured.

2. Survey of Related Literature

Lund (2003) viewed that job satisfaction has been widely studied over the last four
decades of organizational research. The job satisfaction issues are placed high across
industries, but little research was done on the financial institutions' employees (Mansor,
2012).

Khan, et al., (2013) performed a study in Pakistsn to understand the job satisfaction of
the Islamic bank employees. In this study they found that higher age group managers
were more satisfied compared to higher age group officers. And the low age group
managers were also significantly showing their satisfaction level as compared to low
age group officers. The study also revealed that males were more satisfied regarding
their jobs and jobs descriptions than females. Ahmed (2011) conducted a study on the
public and private sector commercial bank employees in Bangladesh and concluded that
both the managerial and non-managerial employees in the commercial banks are almost
equally satisfied with their jobs. On the other hand, Rahman and Hossain (2000), and
Hossain and Ullah (2009), revealed that employees of the private banks were more
satisfied with their jobs than those of the public banks. Haque and Taher (2008)
examined the ability of different core job characteristics to influence the levels of job
satisfaction in terms of gender, marital status, and age in the context of Bangladesh.
Ahmed, et al., (2013) explored that the teachers who are female, married, and have
academic result up to moderate, the teachers whose academic discipline is humanities,
and also the teachers whose experience is more than five years are satisfied with their
job in the domain of public primary schools in Bangladesh. Zainol, et al., (2008)
conducted a study in Malaysia whose findings yielded that employees in Islamic banks
are more optimistic than their counterparts. Herzberg's Two Factors Theory is
concerned with two separate sets of condition which are satisfier or motivator, and
dis-satisfier or hygiene factors which are incapable of providing motivation or
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satisfaction. Satisfier includes the work itself, responsibility achievement, recognition,
advancement, and growth. On the other hand, dissatisfier includes working position,
interpersonal relationship, salary, status, job security, supervision, company policy,
and personal life (Herzberg et al., 1959). Adam and King (1996) stated that there are
several aspects or factors of job satisfaction that influence perception of overall job
satisfaction such as career advancement opportunities, communication, management,
reward and other things. On the other hand, dissatisfaction will bring negative effects to
an organization. Saleh and Otis (1964) discovered that in holding the job category
constant, there are positive relationship between age and job satisfaction, and negative
relationship between education level and job satisfaction; and inconclusive relationship
that women are more satisfied than men. Studies in different developing countries
proved that elder workers have higher job satisfaction level than their younger
counterparts (Kaya, 1995; Janson and Martin, 1982). Job satisfaction is a function of a
combination of situational characteristics and situational occurrences. The situational
characteristics commonly proposed as key factors in job satisfaction are the work itself,
pay, promotion, supervision, and co-workers although other variables such as employee
involvement and organization commitment (Crossman and Zaki, 2003). Ali et al.,
(2011) exposed that satisfaction or dissatisfaction among the employees in the job
causes success or failure of any system or organization.

3. Objectives of the Study
The study attempts to achieve the following objectives:
e To understand the level of job satisfaction among the employees of private
owned conventional and Islamic banks of Bangladesh, and
e To explore the relationship of employees' socio-economic, demographic, and
educational status with the level of job satisfaction.

4. Hypotheses of the Study
This study is paying attention to testing the hypotheses that -
e there is no difference in the level of job satisfaction of employees due to the
nature of banks, and
e the level of job satisfaction of employees does not differ due to the variables,
namely, sex, marital status, educational status, and the length of service.

5. Rationale of the Study

Bangladesh, having around 170 million Muslim populations, is the third largest Muslim
country in the world. The hope and aspiration of the people of the country to run
religiously compliant banking system came into reality after the start of journey of the
first Islamic bank 'Islamic Bank Bangladesh Limited (IBBL)' on 30th March, 1983.
Because of strong collaboration between public and private sector, banking has grown
significantly over the last two decades in Bangladesh. Presently, three Muslim countries
namely Iran, Pakistan, and Sudan have officially converted own conventional banks
into Islamic financial systems. Malaysia and Bangladesh have implemented parallel
banking system. In those systems, besides conventional banks, there are Islamic banks
which are operating based on special law (Shari'ah). According to Bangladesh Bank
(BB), growth of deposits is more in Islamic banks than in conventional banks
(dhakatribune, 2013). Most of the conventional banks in the country are increasingly
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becoming interested in starting Islamic banking. Presently, there are eight Islamic banks
in Bangladesh and fifteen conventional banks which have Islamic banking facilities.
Islamic bankers in Bangladesh are in front of dual competition, i.e., competition among
themselves and competition with conventional bankers. Hence, for the betterment of
output, each type of bank must study the job satisfaction of the employees. Moreover,
job satisfaction basically indicates the health of an organization. The job satisfaction
issues are placed high across industries, but little research was done there on the
employees of financial institutions. Probably till now in Bangladesh, no study has been
conducted in this area. As a maiden study, it has got enormous significance. Top
management and policy formulators will have ideas relating to various aspects of job
satisfaction of the employees of private owned conventional and Islamic banks of
Bangladesh. Findings of this study will help the top management and policy formulators
to take appropriate measures to enhance the overall job satisfaction levels among the
employees of private owned conventional and Islamic banks of Bangladesh.

6. Methodology

This research study was conducted in Dhaka city, Bangladesh, in the period of
September 2013 to November 2013. To smooth the study, the newly established and the
foreign private banks and also the public sector banks have not been taken into account
in the sampling. Sample size was chosen applying two stage sampling method. In the
first stage, from the local private commercial banks, we have purposively selected five
conventional banks namely, AB Bank Ltd., Uttara Bank Ltd., Dutch Bangla Bank Ltd.,
National Credit and Commerce Bank Ltd., and Eastern Bank Ltd. out of 23 (BB, 2013)
and five Islamic banks namely Islami Bank Bangladesh Ltd., Al-Arafah Islami Bank
Ltd., Social Islami Bank Ltd., First Security Islami Bank Ltd., and Shahjalal Islami
Bank Ltd. out of 7 (BB, 2013). In the second stage, purposively we have collected data
from 100 respondents from each of the conventional and Islamic banks equally.

Primary data have been collected through a structured questionnaire. The researchers
approached the respondents personally and explained the purpose of the study and
distributed questionnaire. Through personal contact 100 employees out of 160
responded the questionnaires which make the response rate 62.5%. The sections of the
questionnaire were personal information of the respondents, Job Satisfaction Scale by
Brayfield-Rothe (1951), and open-ended questionnaire. In order to measure the level of
job satisfaction Brayfield-Rothe model (1951) was adopted in which there are eighteen
item scales. For the purpose of scoring, the items were cast into a Likert format with
five categories of responses, viz. Strongly agree - 5, Agree - 4, Neither agree nor
disagree - 3, Disagree - 2, and Strongly disagree - 1. Out of the eighteen items nine
items were negatively phrased and, thus, reverse scored. The maximum and minimum
scores were 90 and 18 respectively. High score indicates high level job satisfaction.
Reliability of the scales has been assessed by using test-retest reliability approach, and
validity has been assessed by examining content (face) validity. The secondary data
have been collected through desk study which covered research articles, research
monographs, textbooks, and various published and unpublished materials on the
subject. The research data have been analyzed through computer using SPSS developed
by Nie, et al., (1975) version 16.0.
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7. Findings and Discussion

The research data have been analyzed through computer using SPSS developed by Nie,
et al., (1975) version 16.0. Among the respondents, 70 per cent are male, and 74 per
cent are married. The designation of 40 per cent employees is up to officer. A brief
descriptive statistics of the respondents is given in Table 1.

Table 1: Descriptive Statistics

Name of Variables Category Types of Bank
Conventional | Islamic | Total
Sex Male 32 38 70
Female 18 12 30
Marital Status Married 37 37 74
Unmarried 13 13 26
Designation Vice President 3
Assistant Vice President
Senior Principal Officer 3 2
Principal Officer 1
Senior Officer/ Executive Officer 21 22 43
Officer 6 5 11
Assistant Officer/ Junior Officer 13 16 29
Academic Qualification Degree/ equivalent 3 0 3
Honors/ equivalent 6 4 10
Masters/ equivalent 38 44 82
Others 3 2 5
Academic Discipline | Humanities 4 6 10
Science 7 5 12
Social Science 2 0 2
Business Study 36 39 75
Others 1 0 1
Experience Average in Year 5.84 6.46 6.15
Age Minimum 26 26 -
Maximum 54 57 -

Source: Field Survey

For the purpose of scoring, the items were cast into a Likert format with five categories
of responses, viz. Strongly agree - 5, Agree - 4, Neither agree nor disagree -3, Disagree
-2, and Strongly disagree-1. Table 2 shows the categorical percentage of the
respondents of the eighteen items.
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Table 2: Categorical Percentage of the Respondents of the Eighteen Items

Scores are in Percentage*

SA A U D SD
Statements

CB|IB|(CB|IB|(CB|IB |CB|IB|CB| IB
My job is like a hobby to me. 28.0(14.0| 18.020.0( 6.0 | 14.0| 12.0| 22.0| 36.0 | 30.0
My job is usually interesting enough to keep me from getting bored. | 34.0 | 26.0 | 36.0 [ 52.0 | 6.0 | 10.0 [ 14.0 | 10.0 | 10.0| 2.0
It seems that my friends are more interested in their job. 10.0 | 10.0 | 22.0 | 14.0 | 16.0 [ 40.0 | 20.0 | 24.0 | 32.0 | 12.0
I consider my job rather unpleasant. 40 [6.0 |10.0[8.0 |4.0 [12.0]|44.0|46.0| 38.0| 28.0
I enjoy my work more than my leisure time. 32.034.0|32.0(40.0( 14.0(4.0 [ 14.0| 14.0( 8.0 | 8.0
I am often bored with my job. 10.0 [ 12.0| 18.0 [ 18.0 | 16.0 | 38.0 [ 40.0 | 16.0 [ 16.0 | 16.0
I feel fairly well satisfied with my present job. 36.0 [ 28.0| 38.0| 40.0| 12.0| 14.0| 10.0| 16.0| 4.0 | 2.0
Most of the time I have to force myself to go to work. 40 [6.0 |12.0[12.0]6.0 | 14.0| 48.0| 42.0| 30.0| 26.0
[ am satisfied with my job for the time being. 40.0 | 36.0 | 48.0 [ 44.0 | 8.0 [12.0[0.0 [ 8.0 [ 4.0 | 0.0
I feel that my job is no more interesting than others I could get. | 6.0 | 6.0 | 16.0 | 20.0 | 30.0 | 30.0 | 30.0 | 24.0 | 18.0 | 20.0
[ definitely dislike my work. 8.0 |2.0 |10.0]|8.0 |6.0 |12.0]|42.0|34.0|34.0|44.0
I feel that I am happier in my work than most other people. 26.0 | 36.0 | 46.0 [ 34.0 | 18.0 [ 14.0[ 6.0 | 14.0( 4.0 | 2.0
Most days I am enthusiastic about my work. 38.0|48.0 [ 44.0 [ 40.0| 4.0 |40 [6.0 [6.0 | 8.0 |2.0
Each day of work seems like it will never end. 8.0 |80 [80 |14.0(14.0|20.0( 50.0| 34.0| 20.0 | 24.0
[ like my job better than the average worker does. 26.0 | 32.0| 32.0 [ 38.0 | 30.0 [ 16.0 | 10.0| 8.0 [ 2.0 | 6.0
My job is pretty uninteresting. 2.0 |14.0[16.0 8.0 | 14.0|28.0|52.0(36.0| 16.0| 14.0
I find real enjoyment in my work. 30.0 [ 36.0 | 40.0 [ 36.0 | 14.0 | 14.0| 10.0| 8.0 | 6.0 | 6.0
I am disappointed that I ever took this job. 40 |6.0 [6.0 [2.0 |40 |18.0|36.0(34.0| 50.0| 40.0

Source: Authors' calculation

*Note: CB = Conventional Bank and IB = Islamic Bank
SA = Strongly Agree; A = Agee; U = Undecided; D = Disagree and SD = Strongly Disagree

In order to measure the level of job satisfaction Brayfield-Rothe model (1951) was
adopted in which there are eighteen item scales with five categories of responses. Out
of the eighteen items, nine items were negatively phrased and, thus, reverse scored.
The maximum and minimum scores are 90 and 18 respectively. High score indicates
high job satisfaction. The level of job satisfaction is considered from the score of the
answer and was classified into 5 levels of the Best's criteria (1977) which is

Higher Score — Lower Score 90 —18 72 ™

Number of Levels 5 5

Table 3: Criteria for understanding the level of job satisfaction

Mean Score | Level of Job Satisfaction
18.00-32.4 Very Unsatisfied
32.41-46.8 Unsatisfied
46.81-61.2 Moderate
61.21-75.6 Satisfied
75.61-90.0 very Satisfied
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Before conducting the t-test, to know whether differences exist between groups,
'Levene's Test for Equality of Variances' is performed to justify the homogeneity of
the variances of comparing two groups as the sample size of all groups is not equal. In
case the probability of F is less than 0.05, it is assumed that the population variances
are relatively unequal, and hence the t-value, degrees of freedom, and two-tailed
significance have been used for the unequal variance estimates to determine whether
differences exist between groups and vice versa.

Table 4: Statistical Analysis of Tests

Variables (Mean) Std. Std. Levene's Test t-test for Equality of Means
Deviation Error for

Mean Equality of
Variances
F Sig. Sig. (2- Mean Std. Error
tailed) |Difference | Difference

Nature | Conventiona 67.0800 | 11.3134 .003 | 958 | . 617 1.1200 2.2336
of Bank | 1(C)
Islamic (I) 65.9600 | 11.0212 . 617 1.1200 2.2336

Male (Total) 65.8714 | 10.8800 . . . -2.1619 | 2.4304
Female (Total) 68.0333 | 11.7282 . -2.1619 | 2.5052

Male(I) 66.5789 | 11.4222 . . . -4.1433 | 3.3556
Female (C) 70.7222 | 12.3660 . -4.1433 | 3.4538

Male (C) 65.0312 | 10.3159 . . . 1.0312 3.4500
Female (I) 64.0000 | 9.8350 . . 1.0312 3.3743

Marital | Married 66.1757 | 10.7223 . . . . -1.3243 2.5459

Status Unmarried 67.5000 | 12.3749 . . -1.3243 2.7283
Academic | Business 67.9333 | 10.1426 . . 5.6533 2.5185
Discipline| Other than 62.2800 | 12.9792 . 5.6533 2.8478
Business
Up to officer 67.8000 | 11.2710 . . . 2.1333 2.2724
Higher than | 60 | 65.6667 | 11.0402 . 2.1333 2.2819
officer
Experience| 5 Years 57 | 67.8246 | 11.9823 . . 3.0338 2.2378

< 5 Years 43 64.7907 9.7457 . 3.0338 2.1743
Source: Authors’ calculation

Designation

From Table 4, it is shown that the probability of F for each of the groups is greater
than 0.05. It can be assumed that the population variances of each group are relatively
equal, and hence the t-value, degrees of freedom and two-tailed significance can be
used for the equal variance estimates to determine whether differences exist between
groups.

It is observed from Ttable 4, that the mean job satisfaction of both of the bank
employees is satisfactory. The mean job satisfaction of the employees of conventional
bank is 67.08, with a standard deviation of 11.3134 and standard error of mean is
1.5999 whereas that of Islamic bank employees is 65.96 with a standard deviation of
11.0212, and standard error of mean is 1.5586. That means the mean job satisfaction of
the employees of conventional bank is higher than that of Islamic bank employees. As
the observed two-tailed significance level is greater than 10%, the mean difference 1.12
is negligible and may conclude that the job satisfaction of the employees of private
owned conventional bank and Islamic bank does not differ significantly in Bangladesh.
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Similarly, the study also reveals that in Bangladesh the job satisfaction of the employees
of private owned conventional and Islamic bank does not differ significantly due to sex,
marital status, academic discipline, job status, and experience.

8. Job Related Problems

The part of open-ended questionnaire has been used to find the problems that the
employees are facing. The respondents ordered transport and lack of proper rules for
promotion as first and second respectively among the problems they faced. Other job
related problems as perceived by the employees of private commercial bank in
Bangladesh are given in Table 5.

Table 5: Job Related Problems

Conventional Bank Islamic Bank

Job Related Problems Percent of Rank Percent of Rank

Respondents Order | Respondents Order
Transport facility 29.63 1 21.52 1
Lack of proper rues for promotion 16.67 2 16.46 2
High working hour 14.81 3 6.33 6
Colleagues not co-operative 7.41 5 15.19 3
Absence of creativity 7.41 5 5.06 7.5
Load of work 7.41 5 2.53 10
Nepotism 5.56 7.5 7.59 5
Monotony 5.65 7.5 2.53 10
Lack of regular training 1.85 10 12.66 4
Political irritation 1.85 10 1.27 12.5
Posting not in home district 1.85 0 | ]
Harassment in getting leaves | = —-—--- | - 2.53 10
Absence of proper performance | = - | - 5.06 7.5
evaluation
Fulfillment of arget | = - | - 1.27 12.5
Total 100.00 100.00

Source: Authors' calculation

9. Scope for Further Study

Due to the limitations of budget and time, data have been collected determining only
100 respondents as sample from a very large population. As only a few variables have
been covered in the present study, to formulate an effective plan, some comprehensive
study should be conducted to determine Flexible Working Hours (FWH), comparative
job satisfaction of various officer levels; comparative job satisfaction of metropolitan
area and district level, and other related socio-economic variables covering more
representative sample.
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10. Conclusion

Islamic bankers in Bangladesh are confronting dual competition, i.e., competition
among themselves and competition with conventional bankers. This study aims at
investigating the level of job satisfaction among the employees of private owned
conventional banks and Islamic banks in Dhaka city of Bangladesh, based on their
nature of banking, designation, sex, marital status, academic discipline, and experience.
The study finds that the average level of satisfaction of the employees of private
commercial banking sector in Bangladesh is very low. The study also reveals that in
Bangladesh the job satisfaction of the employees of private owned conventional banks
and Islamic banks does not differ significantly due to sex, marital status, academic
discipline, job status, and experience. According to the respondents, transport facility
and lack of promotion rules are the first and the second problem respectively.
Therefore, to enhance the overall level of job satisfaction of the private commercial
banks' employees in Bangladesh, the owners of the banks should provide special
transport facilities and formulate proper rules and regulations for promotion.
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dcUib™xi gwSh Dcbim Ammc woK tPZby
C/_emo *

eisjv muntZ" thme JchwmK RxebitK Ribii Kivb cqm PuwjigiQb, eijé cixlv-ibixqy
KiiiQb, anbfite bZb iekimiK AiKio afiiQb gubK eh "vcvavg (1908-1956) Zvi™ i
AbZg| 1Zib munZtK “eAubK mZ'Zy > Iqui Rb™ hv 171LiQb, TthiQb Zvt™i Ky
el efite Ztj afifQb] Zvi Amj big cteaKgii eb™"cva'ig nijl 1Zib munZ" RM{Z
guwbK eb™"vcva'ig bvigB crilPZ] evsjv Dcbym miniZ'i pgieKik gubK eb™ veiaigikK
Quov 1IPSIB Kiv hig bv] gitb Ges crigitY Dfg 1 tKB Dchym miniZ™ iiqiQ Zvi e'icK
Ae b 1Zib ~tkv TQUMT, GKIU biUK, 1KQ Kiezv 1 1KQ ceU iPbv Kitj 1 mievcii 1Zib
GKRb JcbwmK] 1Zib EbPijkiU Dcbm iPbv KtifQb| Zvi Sy, tPZbv, mEy, A Z
Rto i1qtQ Dch'im| 1Zib AtbK _1jv Debim iPbyv Kitj 1 Zvi L'wZi Poig ifqiQ OcUib i
gwSh (1936)] 1zib hi™ Ta fcUb™xi gwSh Dchim iPbv Kitzb, Z#Z1 1Zib Dcbm
muniZ" WPi SiYig niq KiZb] GB gniKwe'K Dchvim thgb ifqiQ fRiji i migiMK
RiebiPT, zit™i A Z mskU, tRe ceiE, tZgib cB kuScY Amwmc wgK mgRe'e v
thLvtb tbB tKvtbv ag 1biq nibinwb, gvivgviv, KKuU| Zviv hvi hvi ag hZUK citi cijb
Kii ev by Kti, 1IKS ag ibiq tKvibv evovewo Kii bv] dij mevi gia” Mio BiViQ
macnZteva] ZviTi meri GKUB 1PSv favi Zioby t tK theiE cvlq] thikviby
mgvRieAvbr IcUib™ri gwS) Deb'imtK ibatkiYi gbli™ i Rieb-hictbi iekimthid™ “ij j
gib KifZ citib|

gubK eb™veiaviqi "cZK ibeim 10§ evsjvi iki vepgcetii gijerqr Mig| Zvi iczy
niini eb ™ vevavq 1Qigb tmiUggwU vefiMi GKRb A'wm-="wU Aidmii| 1Zib tkl ch3
tWeill gwRi=-U chS ct™voiZ tciqiijb] Zvi gvZv iQtjb vepugetid Mili™ v Midgi Kby
bxi v~ ix t7ex] gubK eb icva'g fgitbxci TRV 11K 1926 miij At TjUrimn
c_g 1efiM gwUK cm Kiib Ges eKov Tigmijq igkb t K 1928 mitj c_g refuiM
AB.Gm.im. cm Ktib] Gici KjKizy fomtwY KijtR At Abim ibiq ie.Gm.m. Km
fiZi ci Zii Rietb Adm evcK ciiezZb] KijtRT mnewxt™ 1 mi_ AiCvi mgq ZiKi
GK chitq ejtjb, mnZ" tZv B'Qi KitjB iPbv Kiv hig| 1Zib eUt™i mit_ ewR titL Zvi
WK big gubK eb™"vova'ig e'envi Kii 1jLijb Rietbi c_g fQUMT 0AZmi gigd] GiU
ielPTv cifKig (tcSl msL'v 1335) cKukZ nq| Gici 1 iKB iZib Amj big cievaKgii
eb icva'vigi ciietZ gubK eb vevaig bifgB mevi KviQ ciiiPZ nig 13Vb] 1Zib minZ’
iPbig GizZv telk Am3 niq ciob th, Zvi A fjLvcor mgiB Kiv mee ngib] 1Zib B"Qv
KitjB eo PiKii KitZ cviizb] vzib tjif bv cto mLx, mkeLj, A"k mgiRi ev eiic
t*Lii Rb” mivRieb Abigi weiix Avcilnib msMig KiifQb] ZB 1Zib nigiQb
Amac wgK fPZvbvg rekimx] 1Zib ag-eYiK KLibv efov Kii tiLbib] ZviB

* ci_eho
cfilK, ewsjviefM, XiKi Kgim KijR
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avivennKziq 12ib 1944 mitj fiZxg KigDib= cwlizZ thi b Kiib] ZrKvjib mgiq
™ -gmijoiTi gta” Pig beix fie 1Qj | cieZiKitj wWRwZ ZiEi Ici bFi Kti fiizel
futMi cmi% 1ielqU thb Adiv Pitg 13V] 1946 miji 16 AM= I cieZx KigKi'b
miac ugK “waig UnjMA AALji RbRieb lech™ niq ctoiQj| ZLb iZib miac ugK HK”
1 "glxi covim mipg Figky cijb KiifQb|* zvi gta” GB "gliteva GK 1 th mid nqib|
iZib GB Ammc wgK 1PSi cte T tKB jvjb KtitQb, hv Agiv fcUib xi guSi Debvimi
gia” AetjiKb Kii |

gubK eb™vcia'vg th KijiR fjLicor KfiiQb, tmB KijRiU 1Q§ igkbwit™i| GB KijiRi
IRWKmbl bigk GK Aa‘icK gwbK eb veia'tqi Ici ecK cfie e vi KiiQijb]
gubK eb™vciavq Zvi KifQ t_iK eBiej cW Kiib] Zvi Atk AbcuwYZ nigB gubK
eb iciaiqi gb _iK ag ieliq me cKvi tMiowg i niqg hig|? Zvi GB bzZb tPZbvi
Drko dmj GcUib xi gwSH] miaviy gibtli maniZ'K gubK eb™"icia'g dcUib xi gwSh
Dcbvim ™ -gmijg DFq mac™viqi mgmy RRiiZ Riebhilvi e e, mnR 1 Q" fite
cKik KiitQb] 0cUib™xi guS) Debvimi bigK cUib™x I Gi citki tKZci Migi Rij
mac vq| Deb'vimi TitZ Aigiv tKitby 43 PritTi vetklY cB bi] ~-GKiU PiiT hv ciB
Zy GimiQ cUb™x I R i gnikwe'K ijc Ztj aivi Rb", PiifTi ciiviz gL” bg|
Dchvimi TifZ cUb™xi PiKyjib GKiU ilc cB] cUib™x Oaeit™i mgviRi
ciYeiqmAujibi cYiji- iic|0° cUB thb zi i ag] cUbx tKitby €12, mac v ev
tMiOKi bg, cUvb™xi madt™ itqiQ mevi mgib Avakyi| OcUr I cUib™ri DcKjez tkulZ
ASRikiYi gibl,1f tho GKiKvi, ci™ ati APQ "IN tRE# 1 mL-"tL, num-Kiby, fcg |
tcgmibzy tLauj cWi tgRR giRi Dci thb GKisfite wfi Kii]0* tKZctii
™ -gmijg tREJETT Rieb modY cUb K K™ Kti] GB b B Z i eri GKgil
Aejab]| tKD guSiMii Kti, tKD giQ afi|

cUii cito tRiJ AailZ tKZci Mitg i -gmijg cikicuk macwZi mvi_ emem Kii|
Kiei, MtYK, Rni, AwgbiTi giZv tRiji i RbB thb nigiQ “tL, KO, e v, te by tHiM
Kivi Rb"| mL 2™ 1 KviQ m™ 1 AKiKI Zvivi gizZv] ci_edZ wbi Afie by Kijl
Zviv GKIU Kio Nfii AwbviP-KibiP AviKiU tQU Kfo Ni Zij cilibuig emeim
KiiZiQ] ci_exi AtbK 1KQI ciiezb nij 1 tRiji 1 ftM'i tKitbv ciiezb tbB| Zviv
Aikig 1°b KiUig, Aiky 21 ciY ng bv] ORtbti AF_bv GLith Mai, wbirme, ielY|
Rietbi v~ GLitb va Yav 1 icomig, Kig 1 ggZvg, v 1 m¥ayziq0° tRij i GB
Ae v thgb Kiei, MYk, bKj, i, imat~i, tZgib Rni, AigbiT, bumit™i| gwbili Ribti
Ici Kitiv niZ thB] 2B ngizZv tKD i~ i Nii, TKD gmjgitbi Nii Rb! ibigiQ] 1KS
tPZbig 2”0 gia” tKutbv cv_ K" 1bB, ag iIbiq evoveno thB, agiq Abob Kivi Zie
embvl tbB| ZB tKZci Midg i Dcjiql tKitby Aib™-Drme ng bi| Zt™i GKUB agN
Tavi Zvobv t_tK ePvi 1Pov] Oag hZB c_K tniK, r"bhictbi gta” Zwnit™i retkl ci K-
biB] mKijB Zinviv mgfite aigi tPig GK eo Aag cijb Kiil “wi™"10° zi™i gia’
KLibv K_v KUKaU ev SMov ng by, Zv bg| 1KS tm SMov insmiz?K bg| i jvemi Ky
mtEN FBtqi mi_ thgb FiBiqi gibigwjb™ niZ citi, th ciZtek lect™ i mgq mevi
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AM GiMig Avim, Zvi miz_1 thgb SMov niZ citi, VK tZgib tRijcovi enm v~ 1 gia’
SMov ng| Zif "1 gfa” ag ibiq ietiva thB, agiK ANvZ Kii TKD K_v efj bv] Z 1 Ab
atgi gblt™i rect™ tdjvi thisiv gibimKzZyl thB, 1R aigi KiDIK Ab'gqfite ewPithii
tPovl thB| tKitbv KvitY Kiei-AwgbiTi mi_ SMov ntj ngtZv Rni guS Gim etj,
OKtei eB Qoo “vI| Avti tniB AwgbiT, migvj 17| teijveitbi criv KiBRy Kim, ZMi
Kig biB?20” gjZ macwZ ati iLB Zit™i gL” DITK’|

Aa'icK kikiKgii eb™icva’iq efjiQb, ODchimiUi metkd .Y nBiZiQ Brwi msKiY
crivai gta” mbvzb gibe celE_uji T msNiZ 1 g~ D’Qiimi h_vh_ migubt k| GB aei
cjii Riebhilvg 1kiffZ AwFREZ'i gwRZ 1P 1 DP Arked i QigyaiZ ng bvB |08
areif’i gita” hiw AwfRiZ'i fie KZ, Zinij ngizZv Zvivl ag-eY-RiZi tMvougi
eBii AmiZ cviizZy Kby mpbn, thgb ciiib fgRee]| mianiYZ thLib kif[Z, £
gbli i KQ T_tK areit™ 1 mnoZy, macnZieva tkLii K v, Zvi ciietZ aeii™ i gia' th
agiq macuZ t7iL Zv mZ'B e lgKi | Kifite atgi msKxY MExi evBti iMiq mevBiK Aich
fietZ nogl aeit™i KiQ 1K 1kiZt™i GB kYU tbqy DIPZ] fRtj ciovi
i -gmjgibt i gia” 7 mgiRi gizZv 1QuqvQiqi tMiowg thB| Zviv GKUvby msKxY 1PSy by
Kti ciqRib agiq tMiowgi feov IQb Kii GIK AciiK mnthuMzZvi miZ ewoiq 1 q]
Augbili “x-cT giv hig] Avevi tm bZb Kii msmii cizvi Avkvg trutmb igavi K g
gabidic hilgri Rb™ thSKug 11V] Ggb mgq AwgbiTi tetP hvlgr GKgvl tgiq gigh
Avj_vj tetk Gim leichibl etj Ggbfite tKi™1Q, gib ngq GLbB b™xZ Sic te| b
NitU ZvtK aivi gizv Avi tKD by _vKiq tKitby Fiebv-PSy bv Kii MiYiki te$ Djcx ZitK
Riotq ati mShy t7q] ZrKijxb £7 mgviR cvici K v iPSv Kii Zd™1 cif Ab™ algi
KiDIK ~ 0k Kiv Amee 1Q§| tRiJ17 1 ci9l mee nigiQ] KviY afgi cic-ciY'i tgini
gia” Ziiv keLjvex bq] fRij ciovi gmjgibi™i gfa’'l afgi Abkimb gibvi Zxe B"Qv
thB| Zviv tQov PU, mcwi MiEQi cvZv i~ iq ewoi Pvicitk teovi™iq ivLij I Kiwifide ¢’
c_v fgtb Pij bv] fgfqiv Ntii gia” en™ K bv] 247 i b™¥Z Rj AbiZ thiZ ng, mly
IKbiZ t7vKitb thiZ nqg, JiD-Kgov-iWg ienu KitZ Mitg thiZ ng| GLvtb i -gmijgt™i
gia” tPZbig tKitbv ci_K" thB Ges Ziiv m™iei mvi_ emewm Kii| mmc wgK macwZi
1k Aigi i GB t7k] hM hM ati “GKiU 1eiQb NUbv evt™ ™ -gmijgiv kuScYfite
emeim Kii GimiQ| miL-"tiL Dfg mac vq GiK Actii mnthiMx] Ta GKiU mac qi
K v ejij mgiRi mgiMK ifc diU 15V by, eis Z¢Z TjLIKi GKiPLv “i6 aiv cio]
gubK ebh vcvaig GLitb DFg mac vigi K v AvSiiKfite Zij ati Aengib eisjvi
PiKvjxb ifc diliq Zij Zvi Amic wgK tPZbviB criPq i igiQb]

tnitmb wgqu-Kiefii madK thb Rb-RbiStii] AtbiK gib Ktib, tnimb wgqr KieiiK
Aicb Kti ibigiQ ggbwdiic thlqui Rb", bt v_ Fijveimy bg| fnvimb igg-Kietii
Amc wgK i jremitK Ghfe mskxY “10fZ t7Lij 2 1 Ici AiePii Kiv nie| fnvimb
Igqv 12y tKZctii meBiK ggbdkic 1hiZ cvitjB Zvi kg mi_K ietePby Kiizv] 1KS tm
Ay Kt tKb KieliK 1PviLT giY Kii fifLiQ? eo fBfqi mi_ thgb fQU FiBiqi
madK, _i‘i md_ thgb 1kil"i madK, tZgib tnimb igqvi mi_ Kietii ma(K] tKZcti
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gmjgibiv _WKvi cil im ag-etYi K viPSv bv Kii iny™ KieitK Avcb Kti ibigiQ| Kiei
hLb lect™ ctoiQ, Kitiv mnith'i ciqiRb Abfe KtifQ, tgN bv PBiZ cubi gizZv tnitmb
igqv GIm nuRT nigiQ| eidi niZ T K eiPvi Rb" Kiei th migb” Qb tifLiQ Zv gvjvi
AiZo Nii 1eiQiq 1" 1giQ] tnimb igav efjiQj Kieitk Qb tte| fnvimb igqv KWDIK tKithy
K vi'tj Zve vniZ citi bv] tnvimb iggv KjKvzZv hvevi AviM Kietii Rb™ Qb fifL tMiQ]
Kiei-MiYKk 11_i tgjvg hvevi Rb™ hLb ¢ Z nigiQ, ZLb Zviv tnitmb igquK 17LiZ cig|
ei6i Rb" tgjvg thiZ tnitmb iggy gvbv Kti iKbv iRAMY Kitj trvimb ejij, Ohver br K'vb?
Wi iKimi? Amgvb t7BLv i lbv 17 e, Aimgvb 7 BLv idiev] ev” jv i tbi So Ribib 1" qu
Aitn 10° Ggb AvdiiKfite ZLbB K v ejv hig, hLb gibi 1"K T_tK KiDiK Aicb gtb Kiv
ng| tniimb iggvi AR th Aw_K Ae v, ZiZ Kietii giZy Miie tRiji mi_ Zvi K vejui
ciqRb cto bv] A_P fnitmb iggvi mg  tPZbv Rio thb ieliR KtiiQ Kiei| ivm ggbwdc
t 1K “x-mSb nwitq tKibigiZ 1biRi ciY wbiq tKZcti GimiQ| frvimb igquiK ki
"evi Rb" cxZg guSi ewoiZ mfv efmiQ| tmLvtb mevi giZv Kieil Dci Z nigiQ]
frvtmb igqy mevi AviM Kietii Ici 10 1" iq etj1Q, OictQ eBj'v K'ib Kiei eB? AMBqy
el | Libwehi ng biB20%° thLvtb AR tnvimb igavi k™ nevi K_v, thLitb mewB evK “16tZ
Zii 171K ZuKig AvQ, tmB msKUKvjxb gniZl fnvfmb igav KietiK F3Z cifiib, mevi
AM Zvi Ici 10 ctofQ, Zvi mif_ K_v efjiQ] GiKg AvSiiKzZicY matK ZLbB Mio
11V, hLb “Rib GKvz! niq hig]|

tnuimb igqv-Ktetii gia” agiq Kms oi tbB efjB gmjgib tnitmb wgav tKitbv iPSv by KfiB
™ Kietii Nt inT hictbi Rb™ AmiZ tctifQ] Avevi Kieil tniimb iggitK Nii AibiZ
GKiU et Rb'I mstKiPteia Kinib] fnimb wgaqvi cviqi atjv Zvi Nii cowg Kiel
IbIRIK ab” gtb KiiiQ] Kietii tgiq tMick tKvtbv mskq bv KT fnvimb igaviK NiUiZ cub
cb KifZ 1"1giQ] Krv'ig Acvgb Kitj fvimb igqv Lik nie tmB iPSiq Kiei Ai i
gmjgib gbl gism cQ " Kti, ZvB imai t_tK th Lumi e"Ab cvevi K_v, ZB 1" iq Aic'igh
KiiZ Pig| Kiei Awevi fife, fniimb iggvi GLb th Aw_K Ae vi DbiZ nigiQ, ZiZ ZiK
fLiZ ejtj Acgibieva bi Kii, eis tgjv t_{K th Aig Abv niqiQ 2B ZuK fLiZ t7B|
truimb gy Kietii Nii cub Quov 1IKQ Ligib KieitK 1Fb afgi gtb Kii b, 1KQ fLig
Kietil “wi™ 1K evoitZ Pig by] eis tnimb igqv hLbB tKvibv mthwM tciqiQ ev Kiei hLb
lect™ ctotQ Tvzv niq tnitmb igav AwefZ nigiQ| Awkibi Sto tRijcioni AthiKi gizy
Kietii NnUI tF1% hg| tniimibi mnthuMzig Fé N, 1jv bZb Kii DVij 1 Zvi BitatZ
Kiefii NiwU 13V mevi AdM] frvimb iggv gmijgi™i tesk mnihuMzZy Kivi WPSv by Kii
meBtK mgb Ti6iZ tT1LIQ] abAtgi thiKig KR nwitq Kiei hLb fiel'tZi PSig
i tknviv, ZLbB tnvtmb igqy AweFZ ntq KieitK zvi thiKig KIR Kivi mthi 1" 1q thb
bZb Rxeb “vb KiiiQ] Gi ga'tg fevSv hig, tnvimb iggv-Kietii matiK KZ Avch, KZ
gal, KZ ciye§, KZ Amec wgK| Kietfii gia" atgi tMowg fbB, aigi evoveno tm
cQ 1 Kti by, thgb Kfi bv tnifmb wgav] Kiefii gia™ atgi QZgM 7L bv] 1§iK ibiq
ggbvdxic hvlqui mgg it “wgZ cto Kietii Ici| A'ti gmjgibi 1 Rb™ ivbv KiiZ
im{ji tevo biQebiK 1L Kiefii gtb nigiQ, OKx Z gmjovibi ivbv LiBij?
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WOri Mitg hinviv gal Qubay RieKy ARb Kfi Zint™ 1 gfa” atgi ci K K, cUib™ri
gwSiv mKtj GKagr]0* Kitetii mi_ MiYk, ka I eMy bv Ktj Kiei ibtRi Rb™ ivbv by
Kii biQetbi ivbv ILZ] ci_exi me gibl mgwb, th Kvfiv niZ Lvevi Lvlqui gfa” j¥ai 1KQ
thB, gubiKi GB Aminc wgK gibimKZiB thb iZib Kietii gL i iq erjigiQb]

frvtmb gy tREJciovi (Fwa-tPvid gibl 1§y ibtg ggoudktc GKIU Ak cji Mio ZjiZ
Pig, thLitb gibfl-gibtl, tkiYiZ-tkiYiZ, aig-atg, etY-etY tKutbv cv K' wKie byl
frvimb etj, Oggodne tgujv cig KB? ivRewoi AWRR Quie Kb, ggbidic KIRby gibl
nij Avi gmiR™ 1 g Aviin~ i Rigb by iti Mgy _KiZ citiib] Zv cvig bviggr] in” by
iy gibl cvg KB? in”~ wbig gmiR™ 17g bv] Kvgib i"g KI? gmjgib gmR™ v, in”
"e WKi NN bvigay, Aigii Buci g™ I Kig Pjte bi]0'2 GIU cKZ agibitcZvi Drko
b~ kb] tnvimb igqv tKej giL bq, ev el ggbwiciK agibitcyfite Mio ZijiQ] tnvimb
Igqv ggbvdic gmiR™-gn ™1 “Zii Kii ewm vt~ i gia’ agiq cv_K'tK Dt ™ 1Z Pigib] tm
memgq fPigiQ GB @dci ewm viv thh kuScYfite emeim Kii Zvi ~ciK mi_K Kii]
frvimb 1gqv veich bifg IW eQfil GK exiK tgioj KfiiQ Amac wgK PZby _iKB|
tniimb 1ggvi AeZgutb reichB Zvi  ciK mi_K Kii tZij| 2B tmLitb ierfb atgi 1K
eim Kifj 1 agikn K Aminozv tKv_ vl t7Lv hig bv] gjZ fnvimb igqvi GB Amiac ugK
tPZbvi gia” gubK eb iciaviqi gibimKZy diU 1iViQ] gwbK ebh™"vcia'vg th aitbi
Aieim j Kugbv Ktib, th aitbi mgiRe’e v Kigbyv Ktib, th aitbi i6i ¢ 17iLb, ZiB
thb gabwic|

P tkiYi gbili Rieb telk ev eiNly, miZR Ges eijé] 2B gubK eb "vciaig ce
eisjvi TRijI1 mi_ ASi%fite Rieb-hicb KiifQb] Gi dij 1Zib th Riethi K v Zij
atifQb Zvrejwmx tjLIKi gvouKior ba, e e ArFAZvi dmj| 0GB MiSi tKv vl AwzZkh’
tbB, AiZiAb thBN “tLiK iZib thgb AKyitY ewotq t™tLbib, mLiK 1Zgib t™bib Acic”
gingil 1kiTi tPig RiebB Zvi KitQ MFxizi mz'|0* Zvi miniZ'i gj vfiE 1Qf gibtli
ciZ mMfri Fijvemr] Zib gwbtli Kms wi I eeiZiK ckq bvi™iq gibe mFZitK GiMiq
IbtZ tPqiQb| ODch'vmi Ik TKtgi tePuti tjLtKi giomiePviB ntq vtK|0* 2B Zvi tkod
iPbyv OcUib™xi gwSi Deb'vim 1Zib agiq tMiowgiK ckq bv i iq Amac wgK mgiR Mio
ZijiQb] vzZib th tPZbv aviY Ktib, ZiB 1Zib Zij atiiQb tKZciii tRiji™i macnZi
gia‘ig] 1Zib th agibiicql mgRe'e v Kigbv Ktib, ZviB Ak inimie 1Zib ggbdkciK
Yo KiviZ tPigiQb] Avgvt™i “FiM, Zvi giZy GKRb 1e §gKi cizfiewb TjLIKi giT 48
eQi eqim bibv TiviM FiM Ges “wit™"i Rb™ ci_er t 1K AKifj Sti thiZ nigiQ] 1zib
Aigii™ 1 tQfo tMiJ I eOwji §ZiZ wPivb Agi nig _Kieb| ewsjv miniZ" iZib ~ ZS§,
AZjbxg, AmiaviY Ges Abb’|
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Vocabulary Learning Strategies in an ESL Context

Rehana Akter Rinku *

Abstract

The paper attempts to demonstrate the kind of pedagogical measures needed at the
methodological level and the kind of steps to be taken to improve the overall teaching
and learning of vocabulary in the context of teaching ESL. In fact, vocabulary is the
most sizable and unmanageable component in the learning of any language. It is
definitely a lifelong struggle on the part of the students to develop mastery over the
seemingly endless storage of English vocabulary. A great number of students fail to
succeed in the struggle. Although very few manage to achieve some level of
competency that is not adequate for practical purposes. Almost all students memorize
words from list and dictionary rather than following technical and scientific methods.
Teachers are also not using the up-to-date techniques in building vocabulary store. As
a result, our learners learn minimally by which they cannot use it in diverse real life
situations. As a consequence, our learners remain dumb in English. Here comes the
responsibility to help students to effectively store and retrieve words in the target
language that necessitates the use of effective pedagogical methods in teaching
vocabulary yet to be developed in Bangladesh. Hence, there is a need to reconsider
the prevailing strategies and incorporate some up-to-date techniques at the Secondary
and Higher Secondary level. The study also tries to examine what the constraints of
teaching vocabulary are, what problems the teachers as well as the students face
during the teaching / learning activities, how effective the methodology for the
teaching of vocabulary is, etc.

Keywords: ESL; CLTA; Language pedagogy; Four basic skills; Lexical access; Exposure

1. Introduction

Teaching vocabulary is a key to developing readers. In fact, it is worthy to have a great
storage of foreign or second language vocabulary which enhances the language users'
proficiency. That is why, until mid 1980s, vocabulary was considered to be a
"neglected aspect” (Maiquasca, 1993 and Meara, 1981), the 1990s offer a remarkably
different picture. Vocabulary is once again a "Current word" in language pedagogy,
and research in the field is expanding .Thus, the crucial role of vocabulary knowledge
across the four skills- listening, speaking, reading and writing has been well recognized
in first language (L1) situation, and this has appeared to be true of second language
(L2) setting as well.

However, it is daunting to be reminded that the vocabulary of a language like English
consists of several hundred thousand words. In the socio-cultural set up of Bangladesh,
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where English is designated as a second language in school curriculum, little is known
about how learners acquire a satisfactory level of vocabulary knowledge, what the
appropriate ways to teach and learn English vocabulary are, how many words a learner
needs to know, how many words are remembered and forgotten, and what the
implications of teaching are and so on. Given that students and teachers often consider
vocabulary as the biggest hurdle in mastering the four basic skills in English , teachers
of English in secondary and higher secondary level in Bangladesh have been frequently
confronted with the same. Moreover, in Bangladesh, students, teachers, and parents are
more concerned about the examination and results rather than acquiring the target skill.
As a result, students are not becoming competent in English vocabulary to use in the
performance of the four basic skills. Since vocabulary conveys the core meaning of
things, it is mandatory for learners to acquire competence in the vocabulary. This paper
examines the lexical environment of secondary and higher secondary English language
classrooms in Bangladesh in order to measure the richness, in terms of frequency and
variety, of oral vocabulary input and output in the classroom environment. The paper
also explores the methods by which new words are explicitly taught and the
opportunities that the classroom provides for implicit vocabulary acquisition through
identical exposure to new words.

2. Methodologies

To prepare the article, the primary and the secondary sources of information have been
consulted. As primary sources, the researcher has taken the information both from the
students and the teachers because both are important for the total process. He has
consulted books and scholarly journals as secondary sources of data. He has used his
personal observation in this respect as well.

3. Literature Review

Vocabulary is principal contributor to comprehension, fluency, and achievement.
Vocabulary development is both an outcome of comprehension and a precursor to it,
with word meanings making up as much as 70-80% of comprehension (Davis, 1972,
Nagy and Scott, 2000, and Pressley, 2002). Fluent readers recognize and understand
many words, they read more quickly and easily than those with smaller vocabularies
(Arlington, 2006 and Samuels, 2002). Students with large vocabularies understand text
better and score higher on achievement tests than students with small vocabularies
(Stahl and Fairbanks, 1986).

The role of vocabulary in reading comprehension is complex. To construct a mental
representation of text, in other words, to understand meaning of the text, one will have
to be able to decode the printed message (Adamson 2004; Alderson 2000; Day and
Bamford 1998). Inability to recognize words in text and the presence of high density of
unknown words in a text may impair comprehension (Chall 1987; Curtis 1987; Nation
2001). Beck, Mckeown, and Omanson (1987:148) remark that 'given the complexity of
processing involved in comprehending text, a high level of word knowledge may be
needed'.
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Fast and efficient word recognition, word encoding and lexical access are necessary for
higher level of meaning comprehension (Adams 2004; Just and Carpenter1987; Lesgold
and Perfetti1981). Consistent and reliable correction between vocabulary and
comprehension has been found in numerous factorial analytic studies (Anderson and
Frebody 1983 a, 1983b; Mezynskil983). Readability indexes, not surprisingly, include
vocabulary as a major component, suggesting that word difficulty affects text
comprehension (Chall, 1987, Graves 1986, and Stahl, 2003).

Stenberg (1987:90) emphasizes that one's level of vocabulary is highly predictive, if not
deterministic, of one's level of reading comprehension within the context of second
language research in reading findings on the reading process and vocabulary threshold
have consistently shown the significant contribution and the importance of vocabulary
knowledge in reading comprehension performance (Barnet 1986, Koda, 1994, Laufer,
1997, and Nation 2011).

However, "There is a great divison between what we know about vocabulary
instruction and what we (often still) do" (Greenwood, 2004, p. 28 )Teachers also know
that one of the challenges of struggling middle school readers is their limited
vocabulary and knowledge of the world (Broaddus & Ivey, 2002). While teaching
vocabulary well in every curriculum is only one aspect of developing engaged and
successful readers, it is a key aspect. Traditional vocabulary instruction for many
teachers involves having students look words up in the dictionary, write definition, and
use words in sentences (Basurto, 2004). Again, Word lists, teacher explanation,
discussion, memorization, vocabulary books, and quizzes are often used in an effort to
help students learn new words. But these methods ignore what research and theory tell
us about word learning and sound vocabulary instruction.

4. Importance of Teaching Vocabulary

For a long time, teaching approaches such as the Direct Method and Audio lingual
method gave greater priority to the teaching of grammatical structures. In order not to
distract from the learning of these structures, the number of words introduced in such
courses was kept fairly low. Those words which were taught were often chosen either
because they were easily demonstrated, or because they fitted neatly into the "structure
of the day". However, the communicative value of a core vocabulary has always been
recognized. The advent of the communicative approach in the 1970s here set the stage
for a major re-think of the role of vocabulary. The recognition of the meaning-making
potential of words meant that vocabulary must become a learning objective in its own
right. In 1984, for example, in the introduction to their Cambridge English Course,
Swan and Walter wrote that "Vocabulary acquisition is the largest and most important
task facing the language learner." Course books began to include activities that
specifically targeted vocabulary. Because without grammar very little can be conveyed,
without vocabulary nothing can be conveyed. David Wilkins (1985) adds, 'if you spend
most of your time studying grammar, your English will not improve very much. You
will see most improvement if you learn most words and expressions. You can say very
little with grammar, but you can say almost anything with words."
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However, most language courses were (and still are) organized around grammar
syllabuses since grammar is considered more productive. Grammar being a system of
rules multiple, vocabulary being a collection of items merely adds. Here development
in the lexical syllabus and recognition of the role of lexical chunks in the acquisition of
language and in achieving fluency were to challenge the hegemony of grammar. Thus
vocabulary is no longer treated as an 'add-on'. Much more attention is now given to the
grammar of words, to collocation, and to word frequency which is reflected in the way
course books are now promoted. The back covers of recent courses for example claim:
- Well-defined vocabulary syllabus plus dictionary training and pronunciation
practice, including the use of phonetics, (from New Headway English Course).
- Strong emphasis on vocabulary, with a particular focus on high frequency,
useful words and phrases.
(Source: Cutting Edge Intermediate)

5. Constraints in Teaching Vocabulary

Although the communicative approach has been launched in the form of textbooks and
curricula, a large number of teachers do not fully comprehend the concepts of
communicative competence and the communicative approach. It is observed that
teachers frequently revert to the traditional grammar translation and rote-learning
methods. They teach English vocabulary in the same way they used to follow some
twenty years back by recommending learners to memorize words from dictionaries,
word lists, and particularly from the text. They make students learn English vocabulary
explicitly whereas the communicative Language Teaching Approach (CLTA) advocates
that learners should develop excellence in vocabulary incidentally through the
performance of various communicative tasks in the classroom as well as in real life
situations because it is only the implicit acquisition that provides learners with sufficient
information about the communicative appropriacy of words. Here Ellis (1994) argues
that native-like vocabulary knowledge can only be acquired incidentally and points out
that first language vocabulary is acquired during childhood almost wholly by incidental
means. Hulstijn (1992), too, argues that learners cannot acquire a large, native -like
lexicon by explicit learning methods, on the ground that opportunities for explicit
teaching are few: 'mo matter how effective their memorization or practice strategies are,
language learners simply do not have time to learn that amount of vocabulary
intentionally."'

However, the real situation is contrary to the expectation because there is hardly any
institution in our country in which the Higher Secondary class follows the principles of
communicative syllabus while teaching vocabulary. That is vocabulary is taught
explicitly within the framework of communicative syllabus. As a result, neither the
communicative competence nor the competence in vocabulary is achieved satisfactorily.
Besides, the class size in most of the institutions is notably large. Therefore, it is quite
impossible on the part of teachers to address each and every student personally within
the stipulated time. As a result, the learners cannot achieve mastery over the four basic
skills let alone vocabulary. Moreover, learners have extremely limited exposure to
spoken or written English outside the classroom. Thus, whatever vocabulary they learn
in the classroom, in whatever the way, is quickly forgotten in absence of practice in
real life situations. Furthermore, students' selective approach of over-emphasizing some
lessons which are likely to be answered in the examination and neglecting others do not
help them to acquire good competence in vocabulary.
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6. Backgrounds to the Teaching of Vocabulary

Vocabulary teaching and learning must fit into the broader framework of a language
course. A language course is seen as consisting of four strands to make sure that there
is a balanced range of learning opportunities:

6.1. Learning from meaning-focused input: Learning through listening and reading;

6.2. Deliberate language-focused learning: Learning from being taught sounds,
vocabulary, grammar and discourse;

6.3. Learning from meaning-focused output: Learning by having to produce
language in speaking and writing; and

6.4. Developing fluency: Becoming quick and confident at listening, speaking,
reading, and writing.

6.1. Learning from Meaning-focused Input

It involves learning from listening and reading. In this strand ,learners need to know
98% of the running words. That is, at most, there should be only one unfamiliar word
in every fifty running words (Hu and Nation, 2000).This one unknown word in every
fifty is something that can be learned through guessing from context and it does not
stop comprehension of the text. Graded readers are important sources of the strand.

6.2. Deliberate Learning

It involves paying deliberate attention to language features such as sounds, spelling,
vocabulary, grammar, or discourse that are presented out of context. It involves
studying vocabulary on bilingual word cards, building word families by adding prefixes
and suffixes to a stem. Although it is an essential strand, it should not overwhelm the
other strands.

6.3. Learning from Meaning-focused Output

It involves producing spoken or written messages. For example, when having to say
that someone had their breakfast, the speaker has to choose the right verb- do people
eat, have, or take breakfast?

Curson (1997) remarks that academic vocabulary needs to be learned both receptively
and productively because being able to produce is one way of showing that you are part
of a particular discourse community.

6.4. Fluency Development

It aims at helping learners make the best use of what they already know. It is important
to see fluency as being related to each of the four skills of listening, speaking, reading,
and writing with fluency needed to be developed independently in each of these skills.

Distinguishing the strands means that there is a balance of deliberate learning and
incidental learning, of learning from input and output, of learning through oral and
written skills, and of learning and fluency development.

7. Principles for Teaching Vocabulary

Vocabulary learning is a large and a continuous process. Teachers always provide
learners continue learning .Hence, if the learners are provided with a principled
approach for learning vocabulary, they are sure to get the best return for their effort. A
set of five guiding principles can be suggested here to be applied in a variety of
teaching and learning situations:
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7.1 Measuring Learners' Vocabulary Size

Measuring students' vocabulary size at the beginning of a course allows teachers to
establish the language goals for the course within communicative language teaching.
Curtis (1987) provides a convincing rationale for measuring learners' vocabulary size.
She adds that, with the exception of students who have rich knowledge bases but
experience difficulty in word recognition, students with low vocabulary scores are
those who are missing information that can affect their comprehension and their ability
to use reading as a means for acquiring new knowledge. Vocabulary testing can tell us
which students need instruction in the kinds of knowledge they have been unable to
acquire on their own (Curtis 1987:48).

7.2. Focus on the Most Useful Vocabulary

The most useful vocabulary that every English language learner needs for listening,
speaking, reading, and writing or for formal and informal situation is the most frequent
1000 word families of English. This vocabulary is so useful that it covers around 75%
of the running words in academic texts and newspapers, over 80% of the running
words in novels and about 85% of the running words in conversation. Thus, it is
possible to say and write a lot using only the first 1000 words of English.

Then the most useful vocabulary depends on the goals of the learners. If learners want
to do academic study in senior high school or university; the academic word list is the
most useful to them. This is a list of 570 word families that occur frequently in a wide
range of academic texts. Again, each subject has its own special technical vocabulary
that needs to be learned while studying that subject.

Beyond that, the rest of the vocabulary is low frequency words. At the most
conservative estimate, English language contains 120,000 low frequency words which
largely excludes proper nouns. Learners need to learn low frequency words but, except
for special needs, they are best learned after the high frequency words are known.

7.3. Focus on the Vocabulary in the Most Appropriate Way

This principle refers to the ways how the words should be taught or learned. Here the
four most important vocabulary learning strategies are worth mentioning. They are as
follows:

7.3.1. Using Word Parts: The core of the English language is the Germanic words
from Anglo-Saxon and Norse, which make up most of the function words as well as
over half of the first 1000 words of English. These are words like the, a, home,
because, instead, etc. Beyond the first 1000 words, most of the words, around 60%,
came into English from French (through conquest), Latin (through religion), or Greek
(through scholarship) which are typically made of prefixes, stems, and suffixes: as/
soci/ ation/ de/ fin/ ition/, con/ tain, un/ in /form/ ative, etc. That is to say, using word
part knowledge is a very useful way of learning low frequency words.

7.3.2. Guessing from Context: High frequency words, that cover a large proportion of
the running words of a text, provide a helpful context to allow learners to guess the
meaning of the low frequency words. That is, developing skill in reading and skill in
guessing from context is an effective strategy for coping with many of the low
frequency words that learners meet while reading.
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7.3.3. Using Word Cards: This strategy involves making small cards and writing the
English on one side and the first language translation on the other. It can be followed
for deliberate learning. These cards are kept in packs of about fifty and are looked at
when the learner has a free moment, while waiting for a bus or during TV serials.
Although the technique is very unfashionable, research (Nation, 2000) has shown it to
be very effective.

7.4. Giving Attention to High Frequency Words across Four Strands of a Course
High frequency vocabulary needs to occur in all four strands of a course. It should get
deliberate attention through teaching and study. Besides, high frequency words should
be used in communicating messages in listening, speaking, reading, and writing. It
should also be fluently accessible for receptive and productive use.

7.5. Motivating Learners and Taking Responsibility for Learning
Learners' realization of the fact that they must be responsible for their own learning is,
in fact, itself an important principle lying behind choosing and learning. Taking this
responsibility requires -
(1) knowledge of what to learn and the range of options for learning vocabulary
(2) skill in choosing the best options, and
(3) the ability to monitor and evaluate progress with those options.

However, learners often find it difficult to take on this responsibility, partly because of
the way they have learned in the past. Here, teachers can help them do this in the
following ways:
(1) Informing learners of the various types of vocabulary;
(2) Training learners in the various ways of learning to familiarize them with the
range of learning options available for them;
(3) Providing genuine opportunities for choosing what to learn and how to learn; and
(4) Motivating learners as well as providing them with opportunities to reflect on
their learning and to evaluate it. In fact, these are the ways that include
knowledge, skill, and awareness.

8. Presenting Vocabulary

Presentation of vocabulary refers to the pre-planned lesson stages, in which learners are
taught pre-selected vocabulary items. For this, there are possible sources of vocabulary
input. A motivated language learner might be able to acquire a large vocabulary simply
by using the following sources:

8.1. Translation

Translation has the advantages of being the most direct route to a word's meaning. It
is, in fact, the most widely used means of presenting the meaning of a word in
monolingual classes.

8.2. Real Things

This can be done either by using real objects (called realia) or pictures or mime. This
approach is especially appropriate in teaching the beginners and where translation is not
an option.
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8.3. Explaining Meaning
Non-visual verbal means of clarifying meaning is an alternative to convey the meaning
of a new word for which we do not have any visual aids or realia at hand which include:
- providing an example situation;
- giving several example sentences;
- giving synonyms, antonyms, etc.; and
- giving a complete definition.

8.4: Highlighting Forms

This means drawing learners' attention to the way the word sounds or highlighting the
spoken form of a word. There are a number of ways for this including listening drills,
oral drills, and board work.

8.5. Involving Learners

The word 'presentation' has connotation of teacher as transmitter and learners as
passive recipient of language facts. Hence, learners need to be involved actively in the
learning of vocabulary. Elicitation is one such technique to involve the learners. A
standard elicitation procedure is for the teacher to present the meaning of a word (e.g.,
by showing picture) and asking learners to supply the form, e.g.,

Teacher : (Showing the picture of a skyscraper) What is this? Mina?
Student : Building?

Teacher : Not exactly, Shohan?

Student : Taller Edifice

Teacher : Correct.

Again, the teacher can supply the word and elicit a definition, synonym, or example, e.g.,
Teacher : What is a skyscraper?
Student : Like the Empire state Building?
Teacher : Yes, exactly.

9. Conclusion

The study has revealed many constraints in the teaching of vocabulary. The
discrepancy lies in the syllabus and methodologies. Teachers are not very conscious of
modern techniques and practices and, therefore, cannot lead students to follow the most
suitable ways to learn vocabulary. As a result of competency of learners in vocabulary
and the four basic skills remain static. Here, taking the constraints in careful
consideration, the paper tries to direct our attention to some of the most important
techniques that can be followed up in the classroom for the greater benefit of the
students in learning vocabulary.

The teachers' role is to focus on the most useful vocabulary, to provide strategy
training for the low frequency vocabulary, to ensure that vocabulary learning has a
chance to occur in all parts of a course, to help learners take control of their own
vocabulary learning. In fact, vocabulary learning cannot be left to itself because it is a
very complicated process. It needs to be strengthened by careful planning and
well-directed teaching. This requires teachers who are passionate about words and
language, who immerse their students in language, and who provide direct instruction
that is thoughtful, intentional, and varied.
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Suspicious Behavior Detection Framework for Social Networking
Sites Using Hidden Markov Model
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Abstract

The prevalence of technology and the robustness of it functioning potentially have
prevailed and been dominating the entire world by clutching the ascendance onto it.
To be synchronized with these emerging techs and evolving world, individuals are
making themselves familiar with these innovative inventions. The more the technology
is getting boosted, the more the human life is getting easy. This scenario is only the
facade but the impact on the rear is quite unlikely. People are getting deviated from
the moral norms of utilizing these technologies. Its persuasive exercise is now obvious
in more or less every sphere including education, financial, and social domain.
Financial transactions are eavesdropping, privacy is being compromised, depression
is being escalated, and people are being isolated and so on. Especially people are
getting prone to social media and committing various crimes. Several new methods
and techniques are being implemented to reduce these problems, but sometimes these
methods fail, and their functionalities end in vain. At present seizing the compromise
of social media, preventing its negative employment, and anomalous behavior are
some of the bigger concerns to researchers. Researchers are also continuously
looking for the way out of anomalous behavior by implementing several innovative
techniques. Among them classification based techniques, clustering based technique,
Nearest Neighbor based technique, statistical technique, and theoretical and spectral
based techniques are some of the widespread techniques [15]. In this paper we have
used one of the most celebrated classification based techniques widely known as
Hidden Markov Model to detect and prevent anomalous behavior by filtering
anomalous features from the user behavior.

Keywords: Hidden Markov Model; Viterbi's Algorithm; Baum-Welch Algorithm; Unsupervised
Learning; Anomaly Detection; Probability Distribution; Social Network

Introduction

The process of globalization is being expedited with the development of electronic
technology. People of several parts from the world are coming closer of one another.
Hence the concept of global village provided by Marshal McLuhan [17] is now forged
into effect. Accordingly, as a mode of communication, social networking sites are now
playing a significant role in this regard. However, social networking sites are
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no longer bound in only providing social network to its users, rather they have now
turned into a source of earning and financial activities. They have now become a great
attraction to the product manufacturer, ads provider, competitive business
organizations, small business entrepreneur, and, of course, to the amateur and
professional hackers. At present most of the popular social networking sites like
Facebook, Twitter, and so on are bounded by several ads. A user sometimes gets
distracted when he/she enters into his/her panel. Sometimes, users click on several ads
which are suspicious, and they have to get their account compromised. However, it is
not the ending. Even clicking on several suspicious posts, published in their own panel,
remain undetected cause passing his identity to the attacker that may later on be used
negatively. Therefore, securing people's identity in social networking sites has now
become indispensable because of the frequent appropriation of a user's identity,
creation of fake identity, and grasping the control of different systematic functionalities
of social networking sites. Social networking sites have become a covetable mode of
rapid and cheap marketing, raising popularity, and exposing oneself in the cyberspace.
And, to accomplish these, several types of anomalous and suspicious behaviors are
being observed. These behaviors change its pattern soon to nullify the functionalities of
existing detection system. Therefore, in this paper, we will focus on several existing
system and their drawbacks, illustrate several anomalous behavior detection method,
and propose a new, robust, and effective proposal for detecting and also for preventing
those behavior.

Organization of the Paper

We have categorized this paper into several sections in a logical consecutive manner.
Each section is concerned for providing related theoretical or mathematical background.
In section 3, findings of related facts including finding recent trend, related work, and
existing system have been presented. As we are focusing the detection of anomalous
behavior of social networking sites, some examples of common suspicious behavior or
activities have been depicted in this section. Later on, because we are going to use
Hidden Markov Model (HMM) as our classifier, to make the concept of Hidden
Markov Model lucid, we have given a brief overview and related mathematical
foreground of the functions, algorithm, and working functionality of this method in
section 4. Section 5 is crucial because the whole methodology, including the flow chart
of our proposed method and implementation of HMM in detecting abnormal behavior,
has been presented and, last of all, simulation of our proposed system and performance
analysis have been experimented in the following section.

Findings

This section is aimed to exhibit the statistical view of recent trend of using social
networking sites, the conventional behavior of a user both in active or deactivated
session in social networking sites, and the conduct of users pertaining to the abnormal
behavior. The use of social networking sites are growing at a sharp rate with the
intention of satisfying several needs of people including communication, marketing,
blogging, networking, and entertaining. According to the Pew Research Center [10],
approximately three quarters of adult internet users use social networking sites. Lately,
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Facebook, Instagram, LinkedIn, Twitter, Pinterestare, etc., have become some of the
social networking sites of interest. From the period of 2005 to 2013, the number of
social networking users rose sharply by approximately 65%. The following figure
depicts the ratio of social networking users by different age group from the period of
2005 to 2013.

e

‘EEEEEEREN

BE RN RN

Figure 1: Ratio of social networking sites users in chronological order

With this growing number of users of social networking sites, it has now become a
target of several fraudulent to satisfy self-need or to make damage to the private online
property of others. As in this paper we are interested in the anomalous behavior of the
users and entire functioning system and detection of those abnormal behaviors by
analyzing the fetched feature from the user conduct without having any entire
knowledge or in unsupervised manner, it needs to make a comparison between normal
and abnormal behavior. Conventional users mostly behave in a rationally, and their
flow of deportment in social networking sites follow the beaten track in most actions. A
handful of behavior [6] mostly performed by the users of the social networking sites
and the notion of deviation from this should be taken into consideration.
Fundamentally, behavior may be classified into two categories:
a) Temporal and
b) Spatial behavior.

Temporal behavior is concerned with the behavior that is performed with respect to time
[13] whereas spatial behavior is the reaction depending on the surrounding sphere (,

In this paper, we mainly focus on temporal behavior of the users because, actions
executed in social network are time sensitive, and anomaly of conduct may be detected
by analyzing the time series pattern of any action. Fake message with suspicious link of
phishing script may be sent to the victim repeatedly in abnormal manner. This is because
when a normal login to the user panel performs a series of defined data, the time interval
of each action mostly remains stationary. Exception may occur even during successful
login such as password mismatch or futile attempt to login more than once.
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However, in this paper, these features or exceptions will also be trained to our model
and later will be considered a normal action to an extent or to a cut up threshold by our
proposed method using Hidden Markov Model.

Today social networking sites are being used for black market business to grasp
abundance of followers, likes in artificial manner. These anomalous behaviors are also
time series oriented because the interval of invoking a like or followers may be in a
manner which is quite unrealistic or deviated from the normal delay. The observation of
an action and its visible outcome may be compared with recent normal activity or the
convention of normal activity to recon the inconsistencies to decide whether the action
is normal or suspicious.

Moreover, while performing these shady activities, the intruders usually use malware
software or robot that works itself very rapidly generating harmful scripts that keep the
computer kernel operation and the network busy even if the users remain idle. To
prevent automated script execution, social networking sites are using several techniques
like using CAPTCHA verification. Different researches have shown different effective
method for bypassing CAPTCHA verification [9]. Using shape context machine, Mori
and Malik fruitfully bypassed CAPTCHA. Correlation algorithm developed by Moy, et
al., was 99% successful for spotting the character in an EZ-Gimpy challenge, recently
Serrated. Al demonstrates several strategies for decoding CAPTCHA. Therefore, the
weakness and vulnerability of traditional CAPTCHAs lead to formulate and implement
new effective techniques for preventing the social networking sites from being safe.

[Note: CAPTCHA: A CAPTCHA (an acronym for "Completely Automated Public
Turing test to tell Computers and Humans Apart") is a type of challenge-response test
used in computing to determine whether or not the user is human. |

Apart from these activities, new forms of activities, in terms of attack for
compromising social networking sites are being observed [12] which are subject to
detection in this paper using the proposed method. A few of these activities are depicted
below:

Activity 1: As previously stated, black market business is growing poring the social
networking sites. "Like Jacking" is now one of the most lucrative modes of black
marketing. Here e-criminal produces several tempting posts on seasonal upshot,
attractive news, amazing facts, and so on as a mode of enticement for the users that
lead the users to click on those posts which in turn unexpectedly execute automatic
script behind the post and re-post the content on the victims' timeline repeatedly. The
most common consequence owing to this fact is the automatic like of a particular page
in absence of users' consciousness.

Activity 2: Some social networking sites like Facebook are open platforms that let
everyone enable to develop several applications including game applications, future
prediction applications, and so on. Those attract the users to play or execute and
consequently pass the users' confidential information to the attackers.
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Activity 3: The limitation of character in each post in Twitter leaves an opportunity for
the attacker to make small, attractive, and appealing advertisement like promotion for
free vouchers, job advertisement, and so on for spamming 071,

Activity 4: Fake links published by attackers mostly redirect users to a suspicious
download page or execute a reflexive process that install malware into the victim's
computer on clicking on the link.

Related works: Because of the current growing popularity of social networking sites,
preserving its security, and protecting unique user identity has become a great concern
which in turn leads to several researches. Various works have been done and are being
conducted on it. Most of the researches detect anomaly by differentiating the abnormal
behavior from normal behavior using several classification and cluster methods.

Egele, Stringhini, Kruegel, and Vigna developed a tool named Compa for detecting
anomalous behavior in social networking sites that work based on clustering algorithm
31 In their paper on "Detecting anomalous behavior", they made a framework of
regular behavior of individual user. Also a statistical model will fetch users' past
behavior to make a generic model of user behavior. Any action or behavior not
complying users' generic behavior model will be detected as suspicious.

Viswanath, Bashir, Crovella, and Guha presented unsupervised anomaly detection
technique™ titled "Towards detecting anomalous behavior in online social networks"
where they filter the anomalous behavior from the user behavior using Principal
Component Analysis (PCA) that observes the substantial diversion from normal
behavior and they used spatial and temporal features.

Rose, Xinrn, and Yan focus on group anomaly detection by stating the occurrence of
anomaly in social networking sites as group event rather than single point anomaly and
suggest the consideration of collective behavior rather of individuals' conduct [11]. The
use of hierarchical Bayes model like Group Model Anomaly Detection (GLAD) is
presented which can take both pair wise and point wise data as input. The noteworthy
part of their work includes modeling the problem of group anomaly detection, building
up a graphical GLAD model that can explore the group structure of social media and
detect anomalies and conduct experiment using both synthetic and real world datasets.

Existing System: Giant social networking sites like Facebook, Twitter, and Instragram,
having lot of users worldwide, are concerned about the security of their user accounts
and are preventing them from being compromised using advanced systematic method.

Facebook Immune System: Modern hackers or attackers are affluent with vast
resources and skill to compromise classified security system. To forestall them from
satisfying their motive, Facebook developed their own real time protection system
named Facebook Immune System which employs adversarial cycle [14]. Adversarial
cycle basically has two levels where one is upper level known as Attacker Controls
segment, and another one is lower level known as Defender Controls segment.
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Figure 2: The Adversarial Cycle

In this adversarial cycle, the phase length varies and a successful defence to an attack
requires the defender length that is the upper phase to be increased, and attacker phase
that is the lower phase length to be shortened. Here the attacker phase is made abridged
by ameliorating the detection method so that the detection process takes place rapidly.
On the other hand, the defense phase is made longer by making the response vague.

Mathematical Foundation: Illustrating the underlying mathematical approach and
related terminologies for the accomplishment of the desired estimation of behavioral
pattern is the basic objective of this section. Hidden Markov Model, forward and
backward algorithm, or Baum-Welch algorithm are to be described in this section.

Hidden Markov Model: Hidden Markov Model is an erotic model used in stochastic
temporal pattern [7]. The fundamental difference exhibited between Hidden Markov
Model and Markov Model is in terms of visibility of the underlying states producing
observation sequence where the states are visible in Markov Model, but states are
hidden in Hidden Markov Model.

Properties of Hidden Markov Model: An HMM has the following properties

Alphabet  S= {by, by, ..., bm}
Set of hidden states Q = {1, ...,K}
Transition probabilities between any two states
I. a; = transitiorprobe from state i to state j
II. ay+ ... + ax= 1, for all states i = 1...K (The sum of the transition
probability from one state to all other state must be equal 1)
e Start probabilities ag;
agr + ... + aok= 1 (The sum of the probabilities of initial states
must be equal 1. If the start probability of initial statat the firstposition is 1, start
probabilities of the rest of the states will be Q)
¢ Emission probabilities within each state
eib) = P(xi=b |pi =k

eiby) + ... +ie(by) =1, forall statesi = 1...K
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Central issues of HMM: There are three central issues or problems of HMM that need
to be solved to be implemented [4].

I. Evaluation Problem

II. Decoding Problem and

III. Training Problem

Evaluation Problem Decoding Problem Training Problem

An HMM M, and a sequence x An HMM M, and a An HMM M, with

sequence X, unspecified
transition/emission
Given probs.,
and a sequence X,
Prob[ x | M ] the sequence p of parameters q= (&;i(.),
Find states that maximizes | a;) that maximize P[ x
P[x,p | M] lq]

Table 1: Tabular representation of HMM fundamental issues

For decoding problem Viterbi's algorithm and for evaluation problem
Forward-Backward algorithms are to be used. Steps for Viterbi's Forward and
Backward algorithm are mentioned below

VITERBI "¢ Initialization
Initialization fo(0) = 1
Initialization
Vitterbi’s Path )
Iteration Iteration

V() =0, forallk > 0 ) )
i) = ) B fil-Daa by =R, e0x+1) byli+1)

Iteration o
Vi(i) = gx) max, Vi(i-1) ag Termination Termination
Termination P(x,p*) = PO =AY P(x) =My ag ex(x1) b(1)
max; Vi (N)
FORWARD ™! BACKWARD ™!

Methodology

Generalization of the Approach: Users of social networking sites always go through a
rational process of execution of actions. Bona fide users ordinarily follow specified
number of steps while performing in social networking sites. For example, for login
process in any social networking site, a user-system interaction takes place mostly in
accordance to the following order of transition.
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H L U P
H L
\/ H 0.2 0.5 0.3
L 0.6 0.2 0.2
U P 0.2 0.5 0.3
u_Pp
\/ Table -2

Figure 3

Figure 3, Table-2: State transition on associated probability for a generalized
user-system interaction [19]

Mnemonics used in the above figure hold the following meanings
H: Home page before login

L: Login

U_P: User_ Panel

Here a user first lands on the home page of the visited social networking site. Then he
may stay on the same page or surf to the login page for login into his panel. Successful
login will redirect the user into his authorized user panel. Abortive or unsuccessful
login attempt will restrain the user remain in the login page for a limited number of
failure attempt as well as fixed time duration. The initial probability distribution of
each state is mentioned. Depending on the user interaction with the system, the
probability will be adjusted to be synchronized with the successful user behavior
depending on the very recent action of users. Once the user lands on its panel that is in
U P state mentioned in the above figure, the user will not return to the previous state
in accordance with our model. During the transition of one state to another, remarkable
deviation from the probability of normal behavior probability will be considered an
anomalous behavior.

Overview of the Approach: As the model used to accomplish the goal of detecting
suspicious behavior is Hidden Markov Model, which is a classifier model, and so our
model will classify the normal and anomalous behavior which was mentioned
previously. Therefore, in order to classify any pattern using a classifier, it needs to
provide sample or training features or pattern to the classifier so that it can estimate and
optimize itself depending on the feature or sample sets. Therefore, the approach of
detecting the anomalous behavior in this article will follow the following sequence of
steps.

First, there will be an initial Hidden Markov Model where the parameter of the model
will be associated with initial probabilities. Then the model will try to estimate the
deviation of the parameter values (feature or behavior) from the normal behavior to
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find out the possibility of anomalous behavior based on the initial probabilities. The
process of estimating will be done using Baum-Welch algorithm or forward and
backward process [5] which will generate marginal probability for estimation. During
the execution of the process, the model will optimize itself repeatedly by making it
familiar with new form of intrusion or behavioral action. This phase is usually known
as training or learning of the classifier model. Several algorithms have been used to
train the classifier like Viterbi's algorithm. The whole process is demonstrated below in
algorithmic representation.

Step 1 : [Initialize the parameter of HMM with initial probability

Step 2 : Estimate the normal or anomalous behavior

Step3 : Use of Forward-Backward algorithmic process for estimation
Step4 : Training or learning of Hidden Markov Model

Step 5 : Update parameter based on training or learning

Step 6 : If merged then an optimized model predict the behavior
Step 7 : Else optimize the model, based on step no 4

The graphical representation of the above steps is drawn below to make it lucid.

Initialize HMM

}

Estimation Yes
of behavior — 5 Execute Action

lNo

Forward-
Backward
Procedure

v

Yes

Marginal No Training of
Probabilit —> HMM

y }
T Update HMM
Parameter
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Figure 4: Graphical representation of the process for detection of anomalous behavior

Formal description of the process: In this section, we will illustrate the insight or
mathematical abstraction of our proposed Hidden Markov Model, and how exactly our
model operates consecutively. Before proceeding to the depth of the model, we will
generalize our process with a simple example to make the concept of our detection
perspicuous.

Transition Probability

L 0.3 0.3 0.2 0.2

C 0.2 0.3 0.3 0.2

P 0.3 0.2 0.3 0.2

Table - 3

Figure 5, Table 3: State transition based on associated probability for simple user actions [19]

Mnemonics used in the above figure hold the following meanings:

H : Home page after login
L : Like Event

C : Chat

P : Post Event

The above figure depicts the transitions of an user with initial probabilities assigned
with each transition from one state to another based on pragmatic user behavior in
social networking sites. This facilitates to calculate the probability of a specific
sequence of user action in logged in state. For instance, an user lands on home page
after successful login, and his sequence of an action is

Chat ==» Home === Post == Post == [ike === Like === Like

To calculate the probability, let the current state depend only on the previous state
which is First Order Markov Model.

P(HHPPLLL) = P(C|H) P(H|C) P(P|H) P(P|P) P(L|P) P(L|L) P(L|L)
P(HHPPLLL) = (0.2) (0.2) (0.3) (0.2) (0.2) (0.2) (0.2) (0.3) (0.3) = 0.000001728

So, the probability is calculated in the above manner and if the probability of any
sequence of actions is below the assigned threshold for that sequence then it will be
considered as anomalous sequence or behavior.

Therefore, the probability is calculated using First Order Markov Model. Let us
re-calculate it using Hidden Markov Model which is the proposed method or model to
be applied to achieve the goal. Now let us change figure 5 a little bit to make it
compatible to Hidden Markov Model.
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Transition Probability

Home() | Home() | Home() |Home()
Home() | 0.2 0.2 0.2 0.4
Like() | 0.3 0.3 0.2 0.2
Chat() | 0.2 0.3 0.3 0.2
Pos() |03 0.2 0.3 0.2
Table - 4

Figure 6, Table 4: State transition and observation on associated
probability for users' actions [19]

In the above figure (Figure-6) there is an observation with each state and the states are
dashed because in this occasion the states are hidden and only the outcomes of states
that are observations associated with each state depending on transition probability will
be visible those are delineated using rectangle. Here the states marked with Home(),
Like(), Chat(), Post()are the system calls (A system call is an instruction for requesting
a service from the operating system's Kernel. The operating system may be windows
operating system or currently running server). The actions of a user will be performed
through a set of system calls which remain hidden. This model depicted resembles
Hidden Markov Model. Now again consider the same sequence of actions of an user
and calculate the probability of occurrence for such type of actions.

Chat = Home ==p Post ==p Post ==p [ike =P Like =P Like

To calculate the probability, let the current state depend only on the previous state
which is First Order Hidden Markov Model.

P(HHPPLLL)= P(Home()Home()Post()Post()Like()Like()Like()) = P(C|H) P(H|C)
P(P|H) P(P|P) P(L|P) P(L|L) P(L|L)

P(HHPPLLL) = P(Home()Home()Post()Post()Like()Like()Like()) = (0.2) (0.2) (0.3)
(0.2) (0.2) (0.2) (0.2) (0.3) (0.3) = 0.000001728

This is how the probability of any sequence of actions can be calculated and matched
up with the normal behavioral action sequence to detect suspicious behavior. But each
observation mentioned in the above figure (Figure 6) does not usually get tied with only
for that state rather it may appear in rest of the states for specific transition probability
because of its stochastic behavior and suspicious performance of user or intruder. It
may be rendered as below



184 Dhaka Commerce College Journal, Vol. VII, No. 1, December 2015

Transition Probability

|I-.I ': Home() | Home() | Home() | Home()
C C Home() | 0.2 0.2 0.2 0.4
p p
T T_ Like) | 0.3 0.3 0.2 0.2
Jox 7 ikt ) ) Chat() | 0.2 0.3 0.3 0.2
o T Post) | 0.3 0.2 03 0.2
Table - 5
cTTe TN H L C P

(" Chat i* Probability

1).— \_/ - Home() | 0.6 0.1 0.1 0.2

H Like() | 0.1 0.7 0.1 0.1
L
C
P

Chat() | 0.1 0.1 0.6 0.2

Post() | 0.1 0.1 0.1 0.7

Figure 7

Table - 6

Figure 7, Table 5, and Table 6: State transition and observation on
associated transition and emission probability for users' actions [20]

Because of the highly stochastic department of social networking sites for its vast
proportion of users and tremendous variation in action sequences, an efficient formal
procedure of Hidden Markov Model needs to be followed to accomplish the detection
process of anomalous behavior [18]. There are basically three problems of Hidden
Markov Model needed to be figured out:

e Evaluation Problem

e Decoding Problem and

e Training or learning problem

Evaluation Problem for Proposed Model: In our proposed model, primarily the
model (HMM model) and the possible observation sequence are given. The evaluation
problem is to determine the possibility or probability of that sequence to be generated
by the given model. For this, we have to consider all possible paths through the given
model.

For instance, if the Hidden Markov Model given is ? (Initially, model is constructed
based on the normal behavior or trend), and the observation sequence is O;, Oy,
Op,eeeennnen O, .for evaluation problem to be solved, we need to find out the probability
of the sequence Oy, Oy,....... O,.. to be generated by given HMM model?.

Now for practical implementation, if an HMM with initial state transition probabilities
and an user's temporal action sequence or a sequence of system calls are given, we
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need to find out the probability of that sequence to be generated by the given model
depending on the initial state transition probabilities. But this is not static because the
parameter of Hidden Markov Model will be changed dynamically based on users'
frequent actions in social networking sites. Consider the following model for user
behavior in social networking site.

Transition Probability Emission Probability
L L AS | TOS L C P
g g AS 0.7 0.3 AS 0.01 0.69 0.3
TOS | 0.65 | 0.35 TOS 0.9 0.07 | 0.03

e.@ Table -7 Table - 8

Figure 8, Table 7 and Table 8: State transition and observation on associated
transition and emission probability for users action [20]

In figure 8, we mentioned two major hidden states and three possible visible outcomes
or observations. Those may emit depending on the user action at different states. For
instance, if an user is in AS (Active Session) then the probability of performing P
(post) action or C (Chat) action is high, but the possibility of login to start a new
session is rear. Similarly the possibility of C (Chat) or P (Post) action must be rear at
TOS (Timed Out Session) state on the other hand the probability of L (Login) action is
greater. Significant variation of these normal actions or behaviors and the larger
deviation from the normal probability will be considered as anomalous or suspicious
behavior.

(N.B. Though the number of states and observations available in social networking sites are
more than mentioned above, for the sake of simplicity and to make the concept lucid to the
reader, few numbers of major states and observations are targeted to detect anomalous behavior.
But it is highly feasible to be used as a framework in broader range.)

Symbols used in the above figure (Fig-8) bear the following meaning.

Observation Symbols: P: Post
L: Login C: Chat

Hidden States Symbols
AS: Active Session
TOS: Timed Out Session

To solve the first step of detection phase that is the evaluation problem of Hidden
Markov Model, we will build a trellis of our sample HMM model to calculate the
probability of generating of a specific sequence of observation by the given model
using Forward Algorithm[8] (For detail on Forward Algorithm and the calculation
procedure regarding Forward Algorithm, see section 4). Now let the sequence of
actions of an user be as follows:
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Post =9 Post==0Chat

o— o— o— o0,
3=0 8= 3= =9

*, * *, *,
0.7%0.3*1 0.7%0.3%0.21 0.7*0.69*0.08
AS: 1 0.21 0.08 0.04
0.65%0.3%1 0.65%0.3%0.21 0.65*0.69*0.08
States: g 3%
0.65*0.03*0 0.65%0.370.195 0.3*0.07*0.04
TOS: 0 » 0.195 0.04 "l 0.0036
0.35%0.03*0
0.35*%0.035%3*0.195 0.35%0..07*0.04
Observations: Post Post Chat

Figure 9: Calculation of probability using trellis for a designated user action sequence

Therefore, after calculating in accordance to the Forward algorithm at different time
instance, it is obvious that the probability of the given observation sequence by the
given HMM model is 0.04 where the user must be in AS (Active Session). The
probability is quite small because of the stochastic manner of the Mode 1(16.

Decoding Problem: As previously stated in section 4 that, decoding problem is
intended to find out the most likely state sequence or the hidden state for given HMM
model ? and observation sequence O, O1,01,.......... O,. For our problem of anomaly
detection, we are concerned of finding the possible path (State Sequence) for a specific
user action. It is necessary to observe whether a sequence of observation or an action
sequence is performed by the user through designated path or not. Because in social
networking sites, intruder or hacker can accomplish an action in abnormal manner
bypassing the security system of that site using malware or other fishy scripts
.Significant deviation from the path will be considered as anomalous behavior which
will prevent the user from his action to be done. For decoding problem we have used
Viterbi's Algorithm. Again detail theory regarding the calculation can be found in
section 4.

We will use the same model (figure-8) with a little change. This time the transition and
emission probability will be expressed in log2(P)manner which allows to calculate the
sums instead of product that facilitates the calculation to be more precise because of
getting rid of floating points. Thus the model from figure-8 and Table-7 and Table-8
model is mentioned below:

Transition Probability Emission Probability
L L AS | TOS L C P
C C
P P AS | 051 | -1.74 AS | 6.64 | -0.54 | -1.74
TOS | 962 | -1.51 TOS | .15 | -3.84 | -5.05

e.a Table 7 Table 8
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Now let the observation sequence isLogin ==%  Post == Chat
The following formulation has to be followed for Viterbi’s Algorithm.

/PMW (i) max, <pk(if x1). po)
probability of the \ with element j

probability {0
observe most probability of the
element i in probable path transition from
state 1 ending at state 1 to state k
position/action x-1
in state k

For instance, the probability of most likely path terminating aAS (Active Session) fsa
observation Post in the second action will be
P(Post, 2) =eas (Post)max(P ros(Login, 1)ros as, Pas(Login, 1)as as,)
When an user surf to the social networking sits, he may land on a previously logged in
webpage that an AS(Active Session) state or on a page whose session is imed out that is
in TOS (Timed Out Session) So, let the probability of landing on AS state or TOS state is
50%-50% that is 0.5(-1 in Log,) for each state.
Now, Probability ¢n log,) that Login in the first action is observed by stateAS:
Pas (Login, 1) =-1-6.64=-7.64
And the probability (in log2) thatLogin in the first action is observed by stateT OS:
Pros(Login, 1) =-1-0.15=-1.15
Probability (in log2) that Post at the 2nd action is observed by stateAS:
P(Post, 2)= -5.05+ max(Pss(Login, 1)+Pasas, Pros(Login, 1)+Prosas)

= -1.74 + max(-7.64-0.51, -1.15-0.62)

=-1.74 -1.77

=-3.51
Probability (in log2) that Post at the 2nd action is observed by state TOS:
P(POSt, 2)= -0.15 + maX(PAS(Login, 1)+PASTOS, PTos(LOgill, 1)+PTOSTOS)

= -6.64 + max(-7.64-1.74, -1.15-1.51)

=-6.64 -2.66

=93
To avoid complexity of the calculation process let represent it in tabular form to
determine the most probable path

Login Post Chat 7
AS (Active Session) -q.08 /7 0.€5 8.0 /
TOS (Timed out Session) -3.5¢ -5.9 -38.4¢ VZ
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Figure 10: Probability of states to several observations

The designated path (TOS, AS, AS) of performing the above action is explored after
solving decoding problem of Hidden Markov Model using Viterbi's algorithm.

Training or Learning problem: This phase is crucial for HMM model to be trained for
making itself adaptable to new features, environment, or actions performed by users.
This phase is concerned to determine the parameter of HMM model including the
transition and emission probabilities given by the behavior of the HMM model. Here
the past actions and their probability will be taken as input to determine new parameter.
Training can be supervised or unsupervised, and for our model of "anomaly detection
process” the training will completely be in unsupervised manner where our model will
be trained without having any prior knowledge because of the capricious behavior of
intruders. For training of our HMM in unsupervised manner, we again use Viterbi's
training of HMM. The process of training is mentioned below:

Input:

I. An HMM model with its initial parameters including transition and emission
probability distribution and

II. An DB of previously observed action sequences.

Output: New optimized or converged transition and emission probabilities

Step 1: Training of the model with Viterbi's algorithm starts with the finding of the
most feasible path from the start to an end of an user's action sequence, and the process
regarding finding Viterbi's path at time instance t, V[t]has already been depicted in
decoding problem section. Viterbi's path must be determined for each and every action
sequence for HMM model ?

Step 2: Next step is to estimate model parameter using Viterbi's path. That is to update
the parameter of HMM each time the Viterbi's path updates. This process will continue
until the iteration converges.
The process can be delineated as follows:
If an HMM at initial point with its transition and emission probability a and e
respectively are
0[0] = {Ali, j]) , Ed, s)} and a DB with previously observed sequences to be used for
learning or training is D, the iteration process till convergence follows the following
procedure [17]
I. Compute the Viterbi paths of D: V[t]=V[D,?[t]] ; V denotes the Viterbi's path.
II. Count frequencies F[V[t]]={A(i.j), E(i,S)}
III. Update {A(i,j),E(1,S)}: ?[t+1]1?F[V[t]]
As previously stated, training or learning process is totally unsupervised where the
HMM will be update dynamically based on users actions.

2 Simulation Using Octave

We have performed an Octave (Alternative to Mat lab) Simulation to evaluate the
performance of our proposed model. It is previously stated that we need to be
concerned with three fundamental issues of HMM for any problem to be solved. This
requires the state transition probability distributions and emission or observation
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sequence probability distribution to be presented. A sample experimental data is given
below for Octave Simulation.

In the figure below the symbols used, bear the following meaning:

AS: Active Session, TOS: Timed Out Session, DS: Dormant Session, LI: Login, C:
Chat, P: Post, LU: Logout, and LK: Like.

Transition Probability Emission Probability
AS TOS DS LI C P LU | LK
AS 0.6 0.2 0.2 AS 0.01 0.01 0.01 | 0.01]| 0.01
TOS 0.55 0.25 0.2 TOS 0.9 0.9 0.9 09 | 0.9
DS 0.3 0.3 0.2 DS 0.1 0.1 0.1 0.1 | 0.1

Figure 10: State transition and observation on associated transition and
emission probability for users' actions

Data preparation and simulation command for Octave:

Trans prob = [0.6,0.2, 0.2; 0.55, .025, 0.2; 0.3, 0.3, 0.2];
out prob = [0.01, 0.39, 0.3, 0.1, 0.2;
0.9, 0.04, 0.035, 0.015, 0.01;
0.01, 0.05, 0.05, 0.7, 0.1];
[sequence, states] = hmm generate (40, trans prob, out prob)

vpath = hmm viterbi (sequence, trans prob, out prob)
symbols = {'LI', 'C', 'P', 'LU', 'LK'};

state names = {'As', 'Tos', 'Ds'};
To generate a random sequence of states and emissionsand Vierbi path from the model,
use hmmestimate

[sequence, states] = hmm generate (40, trans prob, out
prob, 'symbols', symbols, 'state names',state names)

Vpath = hmmviterbi (sequence, trans prob, out prob,
'symbols', symbols, 'state names', state names)

Here seq is the sequence of emission and states is the sequence of states.

Result and Discussion

The above sample is just an example which can be used for any sequence of states. Our
motive is to just generate only 40 of sample sequence to make the calculation simple.
(hmm estimate (40,transition,emission; Number of sample sequence
can be changed from the parameter of the mentioned line of code consequently change
the Viterbi's path which will late estimate the behavior of user matching with user
action sequence. The simulation result from Octave is shown below:
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sequence =
Columns 1 through 20:
4 3 2 4 3 1 2 4 5 4 5 2 3 3 5 4 1 2 2

Columns 21 through 40:
1 2 1 5 4 1 3 2 2 2 4 2 2 3 4 3 1 5 2

Columns 41 through 60:
2 2 4 4 2 2 4 4 1 2 3 3 2 3 2 4 1 3 2

Columns 61 through 80:
5 4 4 3 3 2 4 4 1 2 1 4 4 5 2 3 1 2 3

Columns 81 through 100:

5 4 4 1 2 2 3 1 4 1 2 2 5 5 2 2 2 5 1 2

states =
Columns 1 through 20:
3 2 1 3 1 2 1 1 1 3 1 1 3 2 1 3 2 1 2

Columns 21 through 40:
2 1 2 1 3 2 1 1 3 1 3 1 1 1 3 1 2 1 1

Columns 41 through 60:
1 1 1 3 1 1 1 3 2 1 1 1 1 1 1 3 2 1 1

Columns 61 through 80:
1 3 3 3 1 2 3 3 2 1 2 3 3 1 2 1 2 1 1

Columns 81 through 100:
3 1 1 1 1 1 2 3 2 1 1 1 1 1 1 1 1 2 1

vpath =
Columns 1 through 20:
3 1 1 3 1 2 1 3 1 3 1 1 1 1 1 3 2 1 1

Columns 21 through 40:
2 1 2 1 3 2 1 1 1 1 3 1 1 1 3 1 2 1 1

Columns 41 through 60:
1 1 3 3 1 1 3 3 2 1 1 1 1 1 1 3 2 1 1

Columns 61 through 80:
1 3 3 1 1 1 3 3 2 1 2 3 3 1 1 1 2 1 1

Columns 81 through 100:

. 3 3 2 1 1 1 2 3 2 1 1 1 1 1 1 1 1 2 1



?equence = [1,26] = [1,9] = [1,34] = [1,17] =
s
[1,1]1 = [1,27] = [1,10] = [1,35] = [1,18] =
LU As s
[1,2] = [1,28] = [1,11] = [1,36] = [1,19] =
LT As s
[1,3] = [1,29] = [1,12] = [1,37] = [1,20] =
LU Tos Ds
[1,4] = [1,30] = [1,13]1 = [1,38] = [1,21] =
LK As Ds
[1,5] = [1,31] = [1,14] = [1,39] = [1,22] =
LK Tos
[1,6] = [1,32] = [1,15] = [1,40] = [1,23] =
LK As Ds As
[1,7] =P [1,33] = [1,16] = } [1,24] =
[1,8] = Tos vpath = Ds
LK [1,34] = [1,17] = { [1,25] =
[l,9$ = C As [1,1] = Tos
[1,10] = [1,35] = [1,18] = Ds [1,26] =
LU LK As [1,2] =
[1,11] = [1,36] = [1,19] = Tos [1,27] =
C [1,3] = Tos
[1,12] = [1,37] = [1,20] = Ds [1,28] =
LI [1,4] = s
[1,13] = [1,38] = [1,21] = As [1,29] =
As [1,5] =
[1,14] = [1,39] = [1,22] = As [1,30] =
K [1,6] = Tos
[1,15] = [1,40] = [1,23] = As [1,31] =
LU As [1,7] = Ds
[1,16] = } [1,24] = As [1,32] =
I states = Ds [1,8] = As
[1,17] = { [1,25] = As [1,33] =
P [1,1] = Tos [1,9] =
[1,18] = Ds [1,26] = s [1,34] =
P [1,2] = Ds [1,10] =
[1,19] = Tos [1,27] = Ds [1,35] =
P [1,3] = Tos [1,11] =
[1,20] = Ds [1,28] = As [1,36] =
C [1,4] = [1,12] = Ds
[1,21] = As [1,29] = Tos [1,37] =
P [1,5] = [1,13] = As
[1,22] = As [1,30] = As [1,38] =
LK [1,6] = Tos [1,14] = Ds
[1,23] = As [1,31] = s [1,39] =
[1,7] = s [1,15] = Tos
[1,24] = As [1,32] = As [1,40] =
U [1,8] = As [1,16] = Ds
[1,25] = As [1,33] = Tos }
LT As

The above data set is generated after simulation of the above code using Octave which
in turn generates a sample action sequence for our HMM model. We can evaluate the
performance of any classifier through four terms. Those are- True Positive, True
negative, False Positive and False Negative. Basically, Hidden Markov Model is less
sensitive to False Positive and False Negative and usually provides most probable
sequence path that is True Positive and True Negative state sequence which can be
observed from the above simulated result.

Conclusion

As our proposed model of anomaly detection system is formulated employing
behavioral based method rather than signature based method, its robustness of
functioning will dominate over any other conventional anomaly detection system. But,
it is noteworthy that our anomaly detection framework is no longer confined in only
social networking sites. Preferably it can also be used as a standard building block for
any malware detection system. In a word, the proposed model, if implemented, will
add up a new dimension to the security system of cyber space.
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