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Editorial

66
Cloud-based

accounting
platforms are
allowing modern
audit practices to
be more agile
than ever before.
With the
cloud-based
automations,
auditors are
better able to
conduct the audit
more effectively,
identify the future
issues, spot
potential
bottlenecks, and
help their clients
make more
informed business
decisions. It’s the
time for
accountants to
lead the process.”

-

Md. Shahadat

Hossain FCA

Chairman - Editorial Board and
Council Member - ICAB

The July-September issue of The

Bangladesh Accountant has
covered a wide array of
contemporary topics. We very

much welcome the writers for their
intellectual pursuits of the exercise
of knowledge and wisdom.

Professional chartered accountants
are no longer just conventional
accountants or auditors. Today
their roles are very diverse. Apart
from contributing to the business
decision-making process at
strategic level, they also handle
important responsibilities such as
internal governance of  the
organizations and compliance with
the regulatory issues.

In professional practice, there is still
misconception regarding the role
of Chartered Accountants as
auditors and the role of
management. Management
prepares financial statements and
auditors audit and report on its
fairness. Auditors work following
International Standards on Auditing
(ISA) and Audit Practices They
measure the risk of the
organization through sampling. As
sampling is done, T00% may not be
possible to notice the frauds by the
auditor. Let’s continuously promote
this awareness and common
understanding among the
stakeholders.

The auditing profession is bracing
itself with IT for rendering the
services to the clients. Auditors
must understand, if a business
wants to be agile, it must be able to
pivot quickly to adapt and change.

In turn, it needs technology that
supports that agility. Cloud-based
accounting platforms are allowing
modern audit practices to be more
agile than ever before. With the
cloud-based automations, auditors
are better able to conduct the audit
more effectively, identify the future
issues, spot potential bottlenecks,
and help their clients make more
informed business decisions. It’s the
time for accountants to lead the
process.

This publication may have errors and
omissions, we urge the readers to
put forward their opinions and
suggestions without any hesitation.
If we have to grow, we have to grow
with knowledge and wisdom. To
achieve the objectives of this
publication, we need your
continuous cooperation and
attachment with this journal.

Best regards,

JULY - SEPTEMBER 2023 | The Bangladesh Accountant
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66
Amid the

economic
setbacks erupted
by the Covid
pandemic,
Russia- Ukraine
war, and the war
between Israel
and Palestine,
our members are
tracing their
agility to grip the
changing
scenario with the
radar of their
acumen,
expertise and
knowledge. ”

]
Md. Moniruzzaman FCA
President-ICAB

With the becoming of time more
complex at this moment, the role of
the Chartered Accountants is also
getting diversified and critical, not
only limited to audit service but also
tax service, VAT service and forensic
service. Their services are highly
required for running the business
and steering the economy in the
right direction. Amid the economic
setbacks erupted by the Covid
pandemic, Russia- Ukraine war, and
the war between Israel and
Palestine, our members are tracing
their agility to grip the changing
scenario with the radar of their
acumen, expertise and knowledge.
They are now well equipped with
digital transitions shifted from the
traditional accounting system, to
forecast the possible business
apocalypse. ICAB is frequently
organizing rigorous training and
workshops as continuing
professional development programs
(CPDs) specially for its members in
order to up-skill and update their
professional services.

The precariousness of our economy
demands the presence of capable
and efficient leaders who would
have the flexibility and adaptability
to grasp how the financial sector
could improve or help the wider
business operations.

| think a Chartered Accountant is not
a mere job profile, instead, it is a

great responsibility to  ensure
transparency, accountability,
integrity and good governance

effectiveness  for a  particular
company as well as for the nation as
a whole. Usually, a qualified
Chartered Accountant not only
takes care of the accounts reflecting
the true and fair view of the state of
affairs of a particular business or an

organization, but also performs
significant indirect jobs in reshaping
the economy to a digital economy
and a smart economy, which is the
vision of the government. Their
professional suggestions matter a lot
to a business entity. CAS’ roles in

accounts, internal audit, external
audit, credit risk  department,
planning division, company
secretarial services are very

commendable. Not only operational
jobs they are performing, but
nowadays they are playing their roles
as leaders of the organisations,
heightening their positions to levels
of managing directors and chief
executive officers.

| hope this issue of the journal has
dealt with more theoretical and
analytical data & updates of current
professional and economic
developments.

I would like to extend my heartfelt
thanks to the Chairman, the
Co-chairman, Editorial Board and
everyone associated  with  this
publication.
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.ﬁ bstract
The objective of this

study is to assess bank
efficiency using the Data
Envelopment Analysis (DEA)
approach, which consists of two
stages. The technical, pure, and
scale efficacy of the factors are
further explored in this study.
Data covering the years 2017
through 2020 have been
gathered from 25 private
commercial banks in
Bangladesh. The results show
that bank productivity
fluctuates with  time. The
findings show that the AB Bank
Ltd, United Commercial Bank
Limited, National Bank Limited,
Mercantile Bank Limited, Dhaka
Bank  Limited were 100%
efficient operational institutions
in 2017. The findings also
demonstrate that Trust Bank
Limited, National Bank Limited,
NCC Bank Limited, BRAC Bank
Limited, BASIC Bank Limited,
and Premier Bank Limited were
all fully operational institutions
in 2018. The results outlined the
complete operational efficiency
of Dhaka Bank Limited, Eastern
Bank Limited, Pubali Bank
Limited, and Southeast Bank
Limited during 2019. The results
also outlined that the
Dutch-Bangla Bank Ltd, Bank
Asia Limited, Premier Bank
Limited, BRAC Bank Limited,
Uttara Bank Limited were fully
efficient operational institutions
in 2020. For the studied period,
average efficiency was
50.7%-52.9% under constant
return to scale, while for the
variable return to scale period, it
was 591-66.1%. As a result of
searching how large banks are

managed, smaller banks are
more effective than larger
banks. It was discovered that
technical efficiency, as opposed
to pure technical efficiency, was
a bigger contributor to the
tested banks' inefficiency.

Keywords

DEA analysis, Efficiency, private
commercial bank, Bangladesh.

Introduction

Banking is one of the most
important factors that influence
the economic  growth  of
Bangladesh. The fundamental
components to achieving better
commercial success in the
banking division are seen to be
efficient and effective
operations (Haralayya & Aithal,
2021). However, due to
continuous changing nature of
the environment of banking
industry, examining and
assessing the efficiency and
performance of the banking
sector has been a recurrent
problem for scholars
throughout the years. Moreover,
they do not account for other
elements like the size of the
banks or hazards that can have
an impact on efficiency, and
their analysis also does not take

into consideration the
association between
independent variables(Sufian

2009). Berger et al, (1993)
argue that the most successful
financial organizations should
have a higher level of safety and
soundness in their banking
operations with efficiency. On
the other hand, inefficient
operation of a business refers to

JULY - SEPTEMBER 2023 | The Bangladesh Accountant



the inability of the firm to
produce a practicable level of
production with the resources
used (Reyes et al, 2020.

Efficiency for financial
institutions entails more
profitability, more money

flowing in, better pricing and
services for customers, and
higher safety due to an
improved capital buffer for
assimilating risk (Berger et al.,
1993). Additionally, effective
regulations and strategies may
undoubtedly help banks expand
their operations and services by
giving financial assistance or
extending loans to the less
fortunate. As a conseguence,
the government and
decision-makers could get
trustworthy information and
advice, enabling them to
formulate policies and plans
that would be successful in
assisting the  country in
achieving both financial and
social efficiency (Hussain et al.,
2022). On the other hand, in
recent years, banking sector of

Bangladesh has struggled with
capital shortfalls, subpar assets,
loan defaults, a lack of
transparency, non-performing
loan (NPL), an absence of
accountability and effective
governance, a failure to adhere
to the central bank’s standards
for loan distribution, a lack of
customer education, and other
issues (Mahmood, 2019). These
are just some of the problems
that have plagued Bangladesh's
banking sector. However, it is
important to remember that
banks are the primary
intermediaries that help
facilitate the movement of
money from financial
institutions  to the industrial
sector (Hossain, 2019).
Moreover, effective banks
regulate and sustain economic
shocks and gaps in addition to
increasing production
(Athanasoglou et al., 2008).

The main challenge in the
banking sector is managing and
evaluating performance, which

can be characterized in terms of
effectiveness, productivity,
profitability, competition, etc.
Bank productivity has
traditionally been measured
using cost-to-income ratio and
return on equity (ROBE)
methods. These outdated
methods do not consistently
produce correct results because
of the complex environment of
the financial sector. Using DEA
models (DMUs), it may be
possible to determine the
relative performance and
efficacy of a set of
decision-making units.

The purpose of this research is
to use DEA techniques to
investigate the efficiency
assessment of the Bangladeshi
banking sector's input and
output while considering 25
commercial banks in
Bangladesh from 2017 to 2020.
It would be crucial to investigate
banking efficiency in order to
finding the sources of efficiency
that are either detrimental to or
beneficial for the performance
of the banking sectors as well as
to offer an indicator or signals
regarding the state of the
banking system of Bangladesh.
The study to evaluate the
effectiveness of commercial
banks utilizing DEA was inspired
by prior researchers’ research.

The study is set up as follows.
There is a literature review in
Section 2. The applied
methodology was explained in
Section 3. The results and
discussions are covered in
Section 4, and finally, section 5
concludes the paper.
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Revisiting the Efficiency of Private Commercial Banks in Bangladesh

An Empirical Evidence of Two-Stages DEA Analysis

Literature Review
Theoretical Underpinnings

One of the most common
approaches that is used to
evaluate how effective
commercial banks are is called
data envelopment  analysis
(Bahadji & Saous, 2023). For the
purpose of determining relative
efficacy, Charnes, Cooper, and
Rhodes  (1978) were the
pioneers who initially developed
the method, which is predicated
on the idea of Pareto efficiency.
The opening of previously
closed societies and economies
as well as the gradual
advancement of information
technology have made it
possible for globalization to
have a positive impact on the
world economy through trade
and capital flows (Ezike, 2009;
Kuder, 2015; Skare & Prziklas
Druzeta, 2016; Yazdi & Dariani,
2019; Baneliene & Melnikas,
2020; Lee et al,, 2020; Mushtag
et al, 2020). Previous studies
claimed that the ability of an
organization to optimize the
output of its goods and services
while employing the fewest
resources feasible is what
constitutes efficiency in that
organization (Kipesha, 2013;
Grmanova & Pukala, 2018;
Hintosova et al., 2020;
MarksBielska et al., 2020). The
method employs information
regarding the outputs and
inputs of a number of different
decision-making units in order
to perform an  efficiency
assessment (DMUSs). Data
Envelopment Analysis, often
known as DEA, is a method of
mathematical programming

that is non-parametric and is
used for frontier estimates
(Lozi¢, 2022). This method is
frequently utilized for
production technologies that
have numerous outputs and
multiple inputs.

The efficiency of the
Decision-Making Unit (DMU)
can be described as follows:

Efficiency of DMUj=

Where, u, = the weight given to
output 1

X
|

= amount of input 1to bMU
v, = weight given to input 1

= amount of output 1 from
DMUJ and so on.

=
|

The DEA approach is a method
for mathematical programming
that estimates the relative
efficiency score, also known as a
unit of assessment, based on
the number of inputs that are
used to generate a certain
number of outputs (Bahadji &
Saous, 2023). This method was
developed by David E.

U Yy +u, Yy f

v, X +1;ZxZi [

Anderson. In 1978, Charnes,
Cooper, and Rhodes (CCR)
developed the DEA assuming
constant returns to scale (CRS)
in order to evaluate the
effectiveness of technical
solutions by solving a linear
programming (LP) equation. In
1984, Banker, Charnes, and
Cooper (BCC) extended the
capabilities of the original DEA
model by including variable
returns to scale (VRS) (Zarrin &
Brunner, 2023) . This was done
with the intention of quantifying
pure technological efficiency.

Orientations of DEA Approach

There are two orientations
involved in DEA: input
orientation and output
orientation. These two methods
of  efficiency  measurement
address two different
problems.Technical efficiency
measures that are input-focused
focus on how much input can be
reduced while maintaining the
current level of output, whereas
output-focused measures focus
to quantify the output that can
be increased while maintaining
the level of current input.

o

Figure-1: Orientations and Frontiers of DEA
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Efficiency Measurement
Applying DEA Approach

Pereira & Marques (2021
applied the technical and scale
efficiency measurement in
two-stage DEA of the water and
sanitation services of Brazilian
municipalities. Technical
Efficiency describes the
conversion of tangible inputs
into  tangible outputs but
technical efficiency also can be
explained as the Pure Technical
Efficiency that gauges the
amount that a business may cut
back on inputs while still
operating only within the VRS
frontier. Technical efficiency,
therefore, gauges how well the
DMU wuses its inputs on the
whole. On the other hand Scale
Efficiency shows the maximum
amount by which a company
extrapolated to the VRS
efficiency frontier may still stay

inside the persistent return to
scale frontier by further
reducing its inputs in fixed
proportions (Olesen et al,
2022). Scale efficiency, then,
gauges how much a company
may save costs by relocating to
a region of the frontier with
favourable returns to scale. An
organization can reach PTE by
moving toward the frontier of
variable return to scale (VRS)
generated by the BBC model. A
company's return to scale is
either rising (IRS), steady (CRS),
or falling (DRS) on this frontier
(DRS). A company can increase
its efficiency levels by using CRS
if it is already using IRS or DRS.
A company is functioning with
CRS and therefore is
scale-efficient if PTE=TE, or if
SE=1. SE = CRS/VRS, where CRS
and VRS are efficiency ratings
under CRS and VRS,
respectively, can also be used to
calculate scale efficiency.

Empirical Literature

Numerous studies have been
investigated to determine the
technical, purely technical, and
scale efficiency of the banking
sector in Bangladesh. Bhuia et
al. (2012) used DEA to measure
and evaluate the relative
efficacy of Bangladesh's 20
commercial banks from the
perod 2001 to 2007. The
findings indicate that during the
study period, the most effective
banks were Al-Arafah Islami
Bank Limited, Shahajalal Islami
Bank Limited, and Eastern Bank
Limited, while the least effective
banks were Uttara Bank Limited,
Janata Bank Limited, United
Commercial Bank Limited, AB
Bank Limited, and Pubali Bank
Limited. It was discovered that
scale efficiency along with the
technical efficiency were the
origin of efficiency for the

JULY - SEPTEMBER 2023 | The Bangladesh Accountant



An Empirical Evidence of Two-Stages DEA Analysis

tested banks. In addition, Hoque
and Rayhan (2013) applied DEA
to assess the effectiveness of 24
banks in  the Bangladesh
banking sector during 2010.
Southeast Bank Limited (DMU
12), which has 20 peer counts in
CRS DEA efficiency, is the most
effective bank. The spectrum of
the efficiency ratings for
CRS-three DEA's efficient banks
is excessively wide, whereas the
range for VRS-twelve DEA's
efficient banks is less than that
for CRS-DEA.

Alam et al. (2014) determined
the performance of private and
public banks in Bangladesh
using DEA and compared using
the comprehensive concept of

bilateral comparison in DEA.
Depending on the model
characteristics, the total
technical efficiency of

Bangladesh's banks ranges from
76.6% to 91.3%. According to the
findings of the bilateral
comparison, private sector

banks (PCBs) surpass state
banks (SCBs). Ali (2015) showed
that all Islamic lbanks had
exceptionally high levels of
technical efficiency, with
averages of 98%, 96%, 98%, and
96% from 2010 to 2013
correspondingly.
Islam et al used
non-parametric (DEA)
approaches and parametric
statistical tools to analyze data
from 31 out of 59 commercial
banks operating in Bangladesh
between 2009 and 2015. The

2017)

objective was to evaluate
operational effectiveness and
efficiency. The study showed
that the average technical

effectiveness of input-oriented
CRS and VRS methodologies
was 94% and 97%, respectively,
throughout the study duration.
Furthermore, the investigation
revealed that the scale
efficiency exhibited a mean
value of 94% throughout the
duration of the study. The recent

study of Jahan (2019) showed
that, on average, Islamic banks
had a higher cumulative average
TFP changes index over the

past five years than
conventional  banks. Islamic
banks also displayed less

variability in their TFP change
index than conventional banks
did. The productivity change
index of Islamic banks reveals
that it is difficult for them to
maintain  the advancement
made in  previous years, in
contrast to conventional banks
that recorded decline over some
years with a continuous trend.
Assessment  of  productivity
analysis shows that rather than
technological advancement,
TFP advancements were mostly
linked to a rise in efficiency
change. The analysis of the
efficiency change index showed
that the scale effect was mostly
responsible for the increase.

Methodology

One of the most successful and
widely used techniques for
evaluating the effectiveness of
the banking industry is Data
Envelopment Analysis (Bahadji
& Saous, 2023). The DEA
Banker-Charnes-Cooper (BCC)

model and the DEA
Charnes-Cooper-Rhodes (CCR)
model  with a continuous

return-to-scale assumption are
the two basic models that make
up DEA. A good number of
researchers used the CCR and
BCC models as well as further
iterations of the DEA (Mongid &
Tahir, 2010). This study
employed both the
input-oriented CCR and BCC
models, which used a two-stage
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DEA model for the efficiency
evaluation of DMUs. The CCR
model, also referred to as overall
efficiency, provides technical
efficiency, whereas the BCC
model index represents pure
technical efficiency. By dividing
the total efficiency (TE) by the
total efficiency (PTE), it s
possible to determine the scale
efficiency of the DMU under
investigation. The greatest
attainable efficiency score is 1,
with lower numbers denoting
worse efficiency. All  DEA
efficiency scores are computed
using Tim  Coelli's DEAP
software (1996).

Selection of Variables

The DEAP 2.1 program was used
to calculate the relative
effectiveness of banks for this
study. As the study is focused
on the input orientation of DEA,
researchers had to choose a few
input and output variables. An
intermediation  strategy was

used for the investigation after
evaluating some earlier work
that concentrated on bank
efficiency. The bank is primarily
considered to be a mediator
among surplus substances and
deficit agents, according to the
Sealey and Lindley (1977)
proposal known as the
"intermediation approach,”
which contends that banks'
primary role is to collect money
and use physical capital and
labour to turn it into debts and
other profitable assets.
Resources consumed by the
DMU were classified as inputs in
this study, whereas assets were
classified as outputs. Based on
data accessibility and
considerations from prior work,
the variables used as inputs and
outputs were chosen. Three
inputs were selected such as
Total Deposit, Total Fixed
Assets, and Total Operating
Expenses. Whereas two outputs
were selected as total loans and
advances.

Table 1 shows the list of Inputs
and outputs considered in this
study:

Table 1: List of Variables
Input Output
Total Deposits  Total Loans
Total Fixed Assets and
Operating Expense Advances

Data

In Bangladesh, there are now 54
active Private Commercial
Banks (PCBs) out of them 25
PCBs excluding Islamic shariah
banks because of the difference
of their nature of srvices
(Appendix-01) were selected as
the sample banks for the study.
Every bank is considered a
single DMU (DMU). The chosen
banks' annual reports were the
source of the information used
in this study, which covered the
years 2017 to 2020. Study
gathered the most recent
information available from the
annual reports for 2017 to 2020.
This study used the DEAP 21
program to calculate the relative
efficiency of banks, and then
analyzed the data for each year
by determining which DMUs
were effective and which were
not.

Results and Discussions

Table 3 displays the major DMU
results for the four years under
consideration. As may be seen
in Table 2, each bank was given
a number. Because of this, DMUI1
stands for Uttara Bank Ltd.,
followed by DMU1 through
DMU25. A list of the returns for
each bank’s scale may be found
in the RTS (return to scale)
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Revisiting the Efficiency of Private Commercial Banks in Bangladesh
An Empirical Evidence of Two-Stages DEA Analysis

Table 2: Results for DMUs 1to 25

2020 2019

DMUs TE PTE SE RTS TE PTE SE RTS

1 0.288 0.41 0.944 DRS 0.372 0.421 0.884 IRS

2 0.358 0.365 0.981 IRS 0.299 0.351 0.853 IRS

3 1.000 1.000 1.000 CRS 0.583 0.652 0.894 IRS

4 0.165 0.193 0.855 IRS 1.000 1.000 1.000 CRS

5 0.335 0.403 0.831 IRS 0.456 0.597 0.763 IRS

S] 0.753 1.000 0.753 IRS 0.207 0.281 0.738 IRS

7 0.499 0.687 0.726 DRS 0.713 1.000 0.713 DRS

8 0.273 0.329 0.830 IRS 0.620 0.926 0.670 IRS

9 0.823 1.000 0.823 DRS 0.691 1.000 0.691 DRS

10 0.283 0.313 0.904 IRS 0.540 0.655 0.824 IRS

1 0.828 1.000 0.828 DRS 1.000 1.000 1.000 CRS

12 0.426 0.443 0.962 IRS 0.597 0.744 0.801 IRS

13 1.000 1.000 1.000 CRS 0.549 0.679 0.808 IRS

14 0.881 1.000 0.881 IRS 0.559 0.746 0.749 IRS

15 0.288 0.442 0.652 IRS 0.253 0.417 0.607 IRS

16 0.052 0.349 0.149 IRS 0.045 0.346 0.130 IRS

17 0.368 0.629 0.585 IRS 0.278 0.508 0.548 IRS

18 0.225 0.316 0.712 IRS 1.000 1.000 1.000 CRS

19 1.000 1.000 1.000 CRS 0.392 0.592 0.662 IRS

20 0.600 0.695 0.863 DRS 1.000 1.000 1.000 CRS

21 0.055 0.391 0.141 IRS 0.138 1.000 0.138 IRS

22 0.105 0.733 0.143 IRS 0.056 0.506 0.110 IRS

23 1.000 1.000 1.000 CRS 0.553 0.615 0.899 IRS

24 0.512 0.825 0.621 IRS 0.264 0.492 0.535 IRS

25 1.000 1.000 1.000 CRS 0.396 0.865 0.458 IRS
Minimum 0.052 0.193 0.141 - 0.045 0.281 0.110 -
Maximum 1.000 1.000 1.000 = 1.000 1.000 1.000 =
Average 0.529 0.661 0.768 - 0.502 0.696 0.699 -

2018 2017

DMUs TE PTE SE RTS TE PTE SE RTS

1 0.728 0.775 0.939 DRS 1.000 1.000 1.000 CRS

2 0.442 0.490 0.902 IRS 0.324 0.348 0.931 DRS

3 0.485 0.561 0.864 IRS 0.925 0.926 0.999 IRS

4 0.351 0.382 0.919 IRS 0.585 0.850 0.688 DRS

5 0.464 0.609 0.761 IRS 0.262 0.273 0.960 DRS

6 0.244 0.301 0.810 IRS 0.369 0.395 0.934 DRS

7 0.596 0.602 0.990 IRS 1.000 1.000 1.000 CRS

8 0.200 0.290 0.689 IRS 0.238 0.284 0.838 IRS

9 1.000 1.000 1.000 CRS 1.000 1.000 1.000 CRS

10 0.266 0.285 0.935 IRS 1.000 1.000 1.000 CRS

1 0.539 0.908 0.593 DRS 0.206 0.358 0.855 DRS

12 0.224 0.292 0.767 IRS 0.380 0.436 0.872 DRS

13 0.985 1.000 0.985 IRS 0.430 0.605 0.71 DRS

14 1.000 1.000 1.000 CRS 0.468 0.480 0.975 IRS

15 1.000 1.000 1.000 CRS 0.280 0.321 0.872 IRS

16 0.036 0.268 0.133 IRS 0.042 0.329 0.128 IRS

17 0.281 0.550 0.51 IRS 0.698 0.853 0.818 IRS

18 0.248 0.348 0.712 IRS 1.000 1.000 1.000 CRS

19 1.000 1.000 1.000 CRS 0.779 0.917 0.850 IRS

20 0.731 0.743 0.984 IRS 0.531 0.629 0.844 DRS

21 0.159 1.000 0.159 IRS 0.043 0.257 0.167 IRS

22 0.043 0.322 0.133 IRS 0.056 0.334 0.168 IRS

23 1.000 1.000 1.000 CRS 0.385 0.413 0.932 DRS

24 1.000 1.000 1.000 CRS 0.343 0.400 0.858 IRS

25 0.180 0.400 0.451 IRS 0.235 0.362 0.649 IRS
Minimum 0.036 0.268 0.133 - 0.042 0.257 0.128 -
Maximum 1.000 1.000 1.000 = 1.000 1.000 1.000 =
Average 0.528 0.645 0.769 - 0.507 0.591 0.802 -

The efficiency ratings for the sample’s n=25 banks are displayed in the table above. Using Tim Coelli's DEAP program, all
of the DEA efficiency scores are calculated (1996).
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column. The returns to scale
(DRS) are declining when the
bank must reduce activity to
increase efficiency. Although
larger banks may have greater
market sway, they also take on
more risk, which drives up
interest rates. By making
borrowers focus more on
hazardous projects, the
likelihood of non-performing
loans, default risk, and poor
bank performance increases
(Boyd & De Nicolo, 2005).
Efficiency scores for the
examined institutions were
obtained by using
input-oriented DEA  models
underneath the VRS and CRS
assumptions (see Table 3).

The Year-by-Year Analysis of
Selected Banks (2017-2018)

In 2017, the found that five
DMUs—DMUT (AB Bank Ltd.),
DMU7 (United Commercial Bank
Limited), DMU9 (National Bank
Limited), DMUIO (Mercantile

Bank Limited), DMU18 (Dhaka
Bank Limited)—were entirely
efficient in accordance with the
CCR model. The model's
average efficiency was 0.507,
with DMU16 (NRB Bank Limited)
having the lowest value at
0.042. The average efficiency
with 5 effective DMUs using the
BCC model was 0.591. It also
discovered that five DMUs,
including DMU1, MMU7, DMU9,
DMU10 and DMU18 were entirely
efficient in accordance with the
BCC model. DMU21 (MEGHNA
Bank limited) displayed the
minimal value of 0.257. 1t is
noticeable that DMU21
performed the worst in terms of
PTE and TE also, and that its
efficiency score was worse
when SE was taken into
account, showing that the root
of its inefficiency lies entirely
with its  management and
administrative  skills. Banks
ought to have concentrated
more on increasing  their
managerial and administrative

effectiveness given that the
average SE was greater than the
average PTE. While still
operating at the highest scale
levels, improvements could be
made. It also shows that banks
had greater trouble operating at
the optimal scale than they did
at the best administrative and
technical levels during that year.
When taking SE into account,
DMU1, DMU7, DMU9, DMU10 &

DMUI8 were all completely
functional. The average
efficiency was 0.802, with

DMUI6 (NRB Bank Limited)
having the lowest figure at 0.128.
Analyzing the RTS of the banks
is crucial from this perspective.
Declining returns to scale were
shown for DMU2, DMU4, DMUS5,
DMU6, DMUTI, DMUI12, DMUI13,
DMU20 & DMU23 in 2017. In
2017, consistent returns were
offered for DMUT1, DMU7, DMU9,
DMUIO, & DMUI8. All of the
other banks showed rising
returns to scale, which
suggested that expanding their
operational scales was
necessary for these banks to
boost their efficiency ratios.

Besides, six DMUs were found to
be completely efficient
according to the CCR model in
2018. These six DMUs are DMU9,
DMU14, DMUT15, DMU19, DMU23,
and DMU24. The model's
average efficiency was 0.528,
with DMU16 (NRB Bank Limited)
having the lowest value at
0.036. By using the BCC model,
the average efficiency with 8
effective DMUs was 0.645. Eight
DMUs were found to be
completely efficient in
accordance with the BCC model
including DMU9, DMU13, DMU14,
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DMU15, DMU19, DMU21, DMU23
and DMU24. Again, DMUlI6
showed the minimal value of
0.268. On the other hand,
DMU9, DMU14, DMUI15, DMUI19,
DMU23 and DMU24 were all
fully operational when SE was
taken into account. The lowest
efficiency was 0133 in DMU16
(NRB  Bank Limited) and
DMU22, while the average
efficiency was 0.769. (Midland
Bank). From this angle, it is vital
to analyze the banks' RTS. Only
DMU1 (AB Bank Limited) and
DMUT (Southeast Bank Limited)
displayed declining returns to
scale in 2018. DMU9, DMU14,
DMU15, DMU19, DMU23 and
DMU24 all offered constant
returns in 2018. All of the other
banks showed increasing
returns to scale, which indicated
that these banks would need to
increase their operational scales
in order to improve their
efficiency ratios.

The Year-by-Year Analysis of
Selected Banks (2019-2020)

The four totally efficient DMUs
in 2019—the vyear with four
efficient DMUs based on the
CCR model—were DMU4
(Eastern Bank Limited), DMUN
(Southeast Bank Limited),
DMU18 (Dhaka Bank Limited),
and DMU20 (Pubali Bank
Limited). The median efficiency
was 0.502, with DMU16
contributing the lowest figure of
0.045. Seven DMUs, including
DMU4, DMU7, DMU9, DMUTN,
DMU18, DMU20 and DMU21
were effective in terms of the
BCC model. The model's
average efficiency was 0.696,
with DMU6  (Prime  Bank
Limited) having the lowest

rating at 0.281. When taking SE
into account, four effective
DMUs—DMU4 for Eastern Bank
Ltd., DMUT for Southeast Bank
Ltd., DMU18 for Dhaka Bank Ltd.,
and DMU20 for Pubali Bank
Ltd.—were entirely effective.
The average efficiency was
0.699, with DMU22 having the
lowest figure at 0.110. (Midland
Bank Limited). The average SE
and PTE values for this year
followed the same pattern as
last year. The fact that the
average SE was slightly higher
than the average PTE in 2018
and 2019 suggests that the
inefficiency of the selected
banks was more closely related
to the technical and
administrative facets of their
operations. In 2019 the findings
showed the falling returns to
scale for DMU7, DMU9,
DMU,whereas Constant returns
were offered for DMU4 (Eastern
Bank Limited), DMUMN
(Southeast Bank Limited),
DMU18 (Dhaka Bank Limited),
and DMU20 (Pubali Bank
Limited). All the other banks
showed rising returns to scale,
which suggested that
expanding their operational
scales was necessary for these
banks to boost their efficiency
ratios.

In addition to, Five DMUs were
found to be 100 percent
efficient according to the CCR
model in 2020: DMU3
(Dutch-Bangla Bank Ltd.),
DMU13 (Bank Asia Limited),
DMU19 (Premier Bank Limited),
DMU23 (BRAC Bank Limited),
and DMU25 (Uttara Bank
Limited). The model's average
efficiency was 0.529, with
DMUI6 (NRB Bank Limited)

having the lowest value at
0.052. Using the BCC model, the
average efficiency with 5
effective DMUs was 0.661. Five
DMUs were found to be
completely efficient according
to the BCC model, including
DMU3, DMU6, DMU9, DMUTI,
DMU13, DMU14, DMU19, DMU23
and DMU25. Eastern Bank
Limited's DMU4 indicated 0.193
as the lowest value. It is clear
that DMU21 (MEGHNA Bank
Limited) did the worst in terms
of PTE and TE as well, and that
when SE was taken into
consideration, its  efficiency
score was worse.

In 2020 five DMUs were fully
operational when SE was taken
into account they are DMU3,
DMU13, DMU19, DMU23 and
DMU25. The lowest efficiency
score, 0141, was recorded by
DMU21 (MEGHNA Bank
Limited), while the average
efficiency was 0.768. From this
angle, it is vital to analyze the
banks' RTS. DMUT (AB Bank
Limited), DMU7 (United
Commercial Bank  Limited),
DMU9 (National Bank Limited),
DMT11 (Southeast Bank Limited),
and DMU20 (Pubali Bank
Limited) all showed declining
returns to scale in 2020. For
DMU3  (Dutch-Bangla Bank
Limited), DMU13 (Bank Asia
Limited), DMU19 (Premier Bank
Limited), DMU23 (BRAC Bank
Limited), and DMU25 (Uttara
Bank Limited), consistent
returns were offered in 2020. All
the other banks displayed
increasing returns to scale,
which indicated that these
banks would need to increase
their operational scales in order
to improve their efficiency ratios.

14
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Comparative Analysis of the
Banks

Based on this sample, the top 10
commercial banks in
Bangladesh are the Dutch
Bangla Bank, the BRAC Bank,
the Eastern Bank, the Mutual
Trust Bank, the AB Bank, the
City Bank, the Prime Bank, the
Standard Bank, the Bank Asia,
and the IFIC Bank. A new study
by Kamarudin et al. (2017)
shows that the size and output
of Islamic banks are linked in a
good way. This result fits with
the idea of economies of scale,
which says that the Islamic bank
can use economies of scale to
run more efficiently  while
paying less. The results show
that neither the TE nor the PTE
of the biggest banks was better
than that of the smaller ones.
The results showed that small
banks did better than big ones.
The best small banks got the
top possible rating in both the
CCR and BCC models. Since the
average efficiency for 2017,
2018, 2019, and 2020 is going

down, the results revealed that
the efficiency of Bangladesh's
commercial banks has been
deteriorating down over time.

Conclusion &
Recommendation

This study aimed to assess the
commercial bank's performance
in the Bangladeshi banking
industry, using the DEA
approach for a sample of 25
banks operating in Bangladesh
during 2017 and 2020. The
study used the variables Total
Operating Expenses, Total
Deposits, and Total Fixed
Assets as key indicators for
banks and which represent the
major activity of banks (1996).
The following DMUs earned
100% efficiency in 2018
according to the CCR and BCC
models: DMU9 (National Bank
Limited), DMU14 (Trust Bank
Limited), DMUI5 (NCC Bank
Limited), DMU19 (Premier Bank
Limited), DMU23 (BRAC Bank
Limited), and DMU24 (BASIC
Bank Limited). According to the

CCR and BCC models, DMU4
(Eastern Bank Limited), DMUTN
(Southeast Bank Limited),
DMU18 (Dhaka Bank Limited),
and DMU20 (Pubali Bank
Limited) all achieved 100%
efficiency in 2019. The study
found that smaller banks were
more effective than giant banks,
and this could be because of
how large banks are managed.
The study also found that
Bangladesh's commercial
banks' efficiency has been
declining over time, with the
average efficiency of 2019 being
marginally worse than that of
2018. Technically, the majority of
the Bank is inefficient because
their efficiency ratings are
below one, even though they
ought to be able to boost
production without increasing
inputs.

Despite the fact that there are
other methods for measuring
efficiency, this paper solely
sought to assess the
effectiveness of commercial
banks using the DEA technique.
Future scholars who conduct
research in this area may find
this study to be helpful. To
undertake their own research in
this field, they can make use of
the Cob Douglas model, the
Malmaquist Productivity Index
model, and regularly utilized
financial ratio analysis. While
DEA provides insight into which
areas need improvements,
Avkiran (1999) noted that it
lacks information on how to
actually make those
improvements. More research is
needed to determine how each
bank might increase operation
profit by approaching the more
efficient frontier.
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n ntroduction
Accounting is a critical

component of every business's
success, especially for start-ups.
It gives entrepreneurs a
comprehensive view of their
company's financial health and
helps them make educated
decisions (Smith, 2019).
Start-ups in Bangladesh have
particular obstacles, making
accounting even more
important. Regulatory barriers,
restricted access to venture
funding, quickly changing
market  conditions, and a
complicated taxation structure
are among the problems
(Rahman & Ahmed, 2020).
There is also a scarcity of
experienced financial experts
(Khan, 2018). According to
LightCastle Partners'
Bangladesh Startup Investment
Report 2022 (2023), the
number of start-ups in
Bangladesh has been
significantly increasing, with
many new firms entering the
market. As a result of this
expansion, the need for
accounting services has
expanded, and numerous top
accounting startups and firms
have formed to satisfy this
demand (F6S, n.d.). This essay
delves into the difficulties of
accounting for start-ups in
Bangladesh, outlining the
financial problems they confront
and offering solutions for
success.

Part I: The State of
Start-ups in Bangladesh

A startup is a newly established
business enterprise that is

typically characterized by its
innovative ideas, small team,
and limited initial  capital.
Startups are often founded by
entrepreneurs with the aim of
bringing a unigue product,
service, or technology to the
market.

A. Economic Context
Statistical overview:

As of 2023, Bangladesh has
approximately 2,500 start-ups
functioning in a range of areas
such as fintech, e-commerce,
healthcare,  education, and
logistics. This is a huge increase
from the 1,500 start-ups that
existed in Bangladesh in 2021. A
variety of causes are driving the
expansion of Bangladesh's
start-up ecosystem, including:

« A growing middle class with
disposable income: The
Bangladeshi middle class is
quickly expanding,
generating a big market for
new businesses. According
to a recent World Bank
report, the Bangladeshi
middle class is anticipated
to grow to 35 million
individuals by 2030. This
will open up a vast market
for products and services
aimed at the middle class.

« A young and tech-savvy
population: Bangladesh's
populace is youthful and
technologically
sophisticated. Bangladesh's
median age is 28 years old,
and more than 60% of the
population is under the age
of 35. This implies that there
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is a vast pool of potential
clients who are
knowledgeable with and at
ease with technology.

« A favorable government
policy environment:
Bangladesh's  government
has been encouraging of
the start-up ecosystem. The
government started the
Startup Bangladesh
program in 2016, which
supports  start-ups  with
financial and technical help.
In addition, the government
has established a variety of
accelerators and incubators
to assist start-ups.

It is estimated that the start-up
sector contributes around $1
billion to Bangladesh's GDP. This
is a substantial contribution that
is projected to increase in the
future years. The number of
start-ups in  Bangladesh s
increasing at 20% annual
growth year on year and the
industry is predicted to provide
more than 1 million
employments by 2030. The

Bangladesh start-up ecosystem
is still in its infancy, but it has the
potential to make a big
contribution to the Bangladeshi
economy. An increasing middle
class, a youthful and tech-savvy
populace, and a favorable
government policy climate all
contribute to the sector's
success. With ongoing
assistance, Bangladesh's
start-up economy is positioned
to develop and prosper.

Investment trends:

Venture capital investment in
Bangladeshi start-ups is also
increasing  significantly, with
more than $400 million invested
by 2022. This is a considerable
increase above the $200 million
invested in 2021. Local venture
capital firms are the most active
investors in the Bangladeshi
start-up ecosystem, followed by
foreign venture capital firms and
angel investors. The expanding
number of  start-ups, the
favorable government policy
environment, and the increased
potential for start-ups to earn

profits are driving the growth in
investment.

B. Regulatory Environment

Start-ups in Bangladesh are
subject to a number of
regulatory requirements,
including:

*  Registration with the
Registrar of Joint Stock
Companies and Firms
(RJSC): This is the initial
step toward establishing a
business in Bangladesh. The
RJSC is in charge of
registering businesses and
ensuring that they follow all
applicable legislation.

¢ Obtaining a trade license
from the local government:
This is essential for any
business with a physical
location. After evaluating
the business premises and
confirming that it satisfies
the applicable safety and
health requirements, the
local government will issue
a trade license.

* Registering with the
National Board of Revenue
(NBR) for tax purposes: This
is essential for any business
in Bangladesh that earns
revenue. The NBR  will
provide the firm a tax
identification number (TIN)
and collect taxes on its
earnings.

The regulatory environment for
start-ups in Bangladesh is still
evolving, and there are a
number of challenges that
start-ups face, such as:
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« The regulatory
requirements’ complexity:
The regulatory
requirements for start-ups
in Bangladesh are
complicated and difficult to
grasp. This might make it
difficult for new businesses
to comply with the rules
and avoid penalties.

« A lack of regulatory clarity
and consistency:
Regulations for new
businesses in Bangladesh
are not always clear and
uniform. This makes it
difficult for start-ups to
understand what is
expected of them and can
lead to disagreements with
authorities.

e The high cost of conformity:
Compliance with rules for
new businesses in
Bangladesh is costly. This
can make it difficult for new
businesses to afford to
comply with rules, putting

them at a competitive
disadvantage.

Part lI: Accounting
Challenges Faced by
Start-ups

A. Limited Resources

Because start-ups frequently
have limited resources, it can be
difficult  to keep  correct
accounting records and comply
with regulatory standards. This
is especially true in nations such
as Bangladesh, where the cost
of conducting business is high
and financial resources are few.

Accounting capabilities might
be hampered by a lack of
resources in a variety of ways.
Start-ups, for example, may not
have the funds to engage a
full-time accountant, or they
may lack the time to keep up
with the paperwork necessary
to preserve proper records. This
might result in accounting
mistakes, which can have major

ramifications for the firm.
B. Inadequate Knowledge

Another issue that new
businesses encounter is a lack of
accounting competence. Many
startup owners lack an
accounting experience and may
be unaware of the need of
maintaining correct financial
records. This might lead to
accounting errors, which can
have major ramifications for the
organization.

There are several reasons why
start-ups frequently lack
accounting skills. To begin with,
many  startup owners are
technical professionals who are
more concerned with
developing their goods or
services than with managing
their funds. Second, because
start-ups sometimes have little
resources, they may be unable
to afford to engage a trained
accountant. Third, start-up
accounting rules  can be
complicated, making it difficult
for founders to grasp them.

According to a research
conducted by the Institute of
Chartered Accountants of
Bangladesh, just 10%  of
start-ups in Bangladesh have a
full-time accountant. According
to the report, 60% of new
businesses do not keep reliable
financial records.

C. Compliance and Regulatory
Challenges

Startups must also deal with a
variety of compliance and
regulatory issues. These
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difficulties can be complex and
time-consuming to mitigate,
adding to the financial burden
of incorporating and running
start-up businesses.

Given below are the specific
compliance requirements for
Bangladeshi start-ups:

* registering with the
Registrar of Joint Stock
Companies and Firms
(RJSO)

e oObtaining a local
government trade license

e registering with the National
Board of Revenue (NBR) for
tax reasons

e adhering to labor laws

¢ adhering to environmental
standards

Also shared below are the
scenario of costs incurred for
conformity and those that arise

from non-compliance.
Compliance costs may be a
considerable burden for

start-ups, especially those that
are just getting started. For
example, registering with the
RJSC costs 10,000 taka, and
acquiring a trading license costs
5,000 taka. Furthermore,
start-ups may be required to
pay income taxes, which can be
a major hardship.

Noncompliance with the law can
have major ramifications for
new businesses. Startups that
do not register with the RJSC,
for example, may face fines or
even closure. Employees may

take legal action against
startups that do not follow labor
regulations. This is also
applicable for start-ups that do
not adhere to environmental
rules.

Part lll: Overcoming the
Challenges

A. Leveraging Technology

For start-ups facing accounting
issues, technology is a valuable
tool. Accounting software can
be used to automate numerous
accounting operations,
including data input, invoicing,
and reporting. This may save
new businesses time and money
while also ensuring that their
financial records are correct.

Accounting software programs
are numerous, and the optimal
one for a new business will rely
on its unigue demands and
budget. QuickBooks, Xero, and
Wave are some  popular
accounting software
applications for new businesses
to integrate in their operations

* Case studies of Bangladeshi
start-ups Pathao
successfully using
technology for accounting:

e Pathao:

Pathao is a Bangladeshi
ride-hailing  startup that
manages its money via
accounting software.
Pathao has used the to keep
track of its costs and
income, as well as to
guarantee that it is in
compliance with the law.

Pathao struggled to keep
track of its finances before
implementing  accounting
software. The company's
financial records were
chaotic and inaccurate,
making it impossible to
maintain compliance with
law. Pathao was able to
enhance its financial
management after installing
accounting software. The
program assisted the firm in
properly tracking its costs
and income, as well as in
remaining compliant with
law. Pathao's firm has grown
thanks to improved financial
management.

KriptoKhela:

KriptoKhela is a
Bangladesh.i
cryptocurrency  exchange
that tracks its customers’
transactions using
accounting software.
KriptoKhela was able to
comply with legislation and
avoid fraud thanks to the
software. Before  using
accounting software,
KriptoKhela struggled to
keep track of its clients’
transactions. The firm was
concerned that it was not
complying  with  bitcoin
exchange laws, and it was
also concerned about
dangers of fraud.
KriptoKhela was able to
increase its regulatory
compliance after
introducing accounting
software. The  software
assisted the organization in
precisely tracking its clients'
transactions and in
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identifying possible
incidents of fraud.
KriptoKhela has gained
more clients as a result of
enhanced regulatory
compliance. The firm has
also been successful in
preventing fraud.

ShopUp:

ShopUp is a Bangladeshi
e-commerce platform that
manages its inventory and
fund with accounting
software. ShopUp has
improved their inventory
management and made
better financial decisions
thanks to the software.
ShopUp struggled to keep
track of their inventory
before using accounting

software. Because it
overstocked certain
commodities and

understocked others, the
corporation was  losing
money. ShopUp was able to
enhance their inventory
management after
introducing accounting
software. Software assisted
the organization in more
accurately tracking
inventory levels and
identifying inventory that
were not selling  well.
ShopUp has saved money
thanks to better inventory
management.

Foodpanda:

Foodpanda is a Bangladeshi
meal delivery business that
tracks orders and payments
with accounting software.
Foodpanda has improved

customer service and

reduced fraud with
implementation of  the
software. Foodpanda

struggled to keep track of
its orders and payments
prior to implementing
accounting software.
Customers were
complaining about faulty
purchases and untraced
money. Foodpanda was
able to increase their
customer service after
adding accounting
software. The software to
precisely track orders and
payments, as well as
identifying incidences of
fraud. Foodpanda's better
customer service has aided
in client retention. The
organization has also been
able to eliminate fraud,
which has resulted in cost
savings.

Mechanic Hub:

Mechanic Hub is a
Bangladeshi online vehicle
repair marketplace.

Accounting software is used
by the organization for
tracking bookings  and
payments. The software has
assisted Mechanic Hub in
increasing operating
efficiency and lowering
expenses. The firm was
losing money because it
was unable to effectively
manage its costs. Mechanic
Hub was able to increase
their operating efficiency by
introducing accounting
software. The  program
assisted the organization in
more  precisely  tracking

pbookings and payments, as
well as identifying
cost-cutting opportunities.
The increased operational
efficiency has aided
Mechanic Hub's company
growth.

Part IV: Overcoming the
Challenges

Brief profile: Shohoz is a
transportation and logistics
firm based in Bangladesh
that offers a variety of
services such as ride-hailing,
bus booking, and parcel
delivery. Maliha M. Quadir
founded the firm in 2013.
Shohoz is based in Dhaka,
Bangladesh, and employs
approximately 1,000 people.

Accounting challenges
faced: In its early days,
Shohoz experienced a
variety of accounting and
financial management
issues. These difficulties
included:

Lack of financial expertise:
Because the company's
founders had no accounting
training, they were
unfamiliar  with the best
methods for handling their
funds.

Limited resources: Shohoz
was a small start-up with
limited resources, thus it
could not afford to engage
a full-time accountant.

Complex regulations:
Shohoz had to comply with
a multitude of accounting
and taxation requirements
in Bangladesh, which has a
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complicated regulatory
environment for enterprises.

Cash flow challenges:
Shohoz was fast expanding
and struggled to control its
cash flow.

Fraud: Shohoz was
concerned about the
possibility of fraud because
it was dealing with big sums
of money.

Solutions implemented:
Shohoz used a variety of
strategies to address its
accounting issues. Among
these solutions were:

Hiring an accountant:
Shohoz engaged an
accountant to assist with
financial reporting  and
compliance. The accountant
assisted the firm in
developing financial

controls and processes as
well as establishing a good
accounting system.

Using accounting software:

Shohoz adopted
accounting  software to
assist  the firm better

manage its finances. The
software assisted the
organization in automating
a variety of operations,
including data input and
billing.

Obtaining government aid:
Shohoz  benefited from
government initiatives that
provided accounting and
financial management
training and assistance to
start-ups. The firm attended
accounting and taxation
training and seminars, as
well as one-on-one
meetings with government
professionals.

Investment in training:
Shohoz invested in training
for its employees on
accounting and financial
management. The company
also created a culture of
financial accountability, and
it encouraged employees to
ask questions about
financial matters.

Implementing fraud
prevention measures:
Shohoz implemented a
number of fraud prevention
measures, such as requiring

employees to take
vacations and rotating
responsibilities. The

company also used a fraud
detection software to
monitor its transactions.

Results: Shohoz's solutions
have assisted the
organization in overcoming
its accounting issues. The

firm can now preserve
accurate and legally
acceptable financial

records. Shohoz has also
been able to make better
financial decisions, allowing
the firm to thrive.

Financial metrics: Shohoz's
financial indicators have
improved significantly since
applying remedies to its
accounting difficulties. For
example, the company's
sales has grown by 200%,
and its profit margin has
grown by 15%. Investors
have also contributed $10
million to the company's
success.
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Compliance metrics:
Shohoz has also enhanced
its regulatory compliance.
The government has not
imposed any fines or
penalties on the corporation
for noncompliance.

Shohoz's success demonstrates
that start-ups can overcome
accounting and financial
management hurdles. Start-ups
may enhance their financial
reporting, compliance, and
decision-making by
implementing applicable
solutions. They can also boost
both  consumer and staff
satisfaction.

Part V: Overcoming the
Challenges

Accounting services outsourced
to a third-party supplier might
be a suitable alternative for
start-ups that lack in-house
experience or resources to
handle their finances.
Outsourcing may free up time
and resources for start-ups,
allowing them to focus on their
primary business operations.
There are several accounting
outsourcing companies to
choose from, and the ideal one
for a startup will be determined
by its individual demands and
budget.

Advantages and Disadvantages of outsourcing accounting functions

are given below:

Advantages Disadvantages

Save time and money
Access to specialized expertise
Compliance with regulations

Expensive
Loss of control over financial data
Difficult to manage

Part VI: Government
Initiatives and Grants

The government of Bangladesh
offers a variety of initiatives and
subsidies to assist new
businesses with their
accounting. These efforts can
give financial aid, training, and
tools to help start-ups solve
accounting issues.

Overview of  governmental
support for start-ups:

*  Financing Options:
Bangladesh Bank's Role

Financing is a vital
component of  start-up
success. Recognizing this,
the Bangladesh Bank has
devised a number of loan
and grant programs. The
Startup Bangladesh Loan
Scheme and the Startup
Bangladesh Grant Scheme
are notable examples.

Startup Bangladesh Loan
Scheme

This financing program is
intended to give financial
assistance to start-ups at
various phases of their
lifecycle, from conception
through scaling. This
program seeks to close the
financial gap that frequently
stifles  the growth  of
start-ups in Bangladesh.

Startup Bangladesh Grant
Scheme

While loans must be repaid,
grants are non-repayable.
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Bangladesh Bank's award
program is focused towards

extremely early-stage
start-ups with strong
potential but less
demonstrated track
records.

*  Skill Development: Ministry
of Industry Initiatives

Skills and knowledge, in

addition to financial
backing, are critical for
start-up success. The

Ministry of Industry tackles
this through its Startup

Bangladesh Training
Program, which offers
thorough training in
company development,

market research, and other
essential skills. The goal is to
strengthen the capacities of
aspiring entrepreneurs so
that they may more
successfully traverse the
tough business world.

e Resources and Support:

Bangladesh Investment
Development Authority
(BIDA)

The provision of resources is the
third pillar of the government's
start-up support method.
Through its Startup Bangladesh
website  and hotline,  the
Bangladesh Investment
Development Authority (BIDA)
provides a wealth of information
for start-ups. These services
give start-ups with the
knowledge, coaching, and
problem solutions they require.

Synthesizing Insights for
Future Directions

Navigating the start-up
ecosystem in Bangladesh brings
a unique set of problems and
possibilities.  The  economic
setting, as reflected in statistics
data and investment patterns,
depicts an atmosphere
conducive to innovation and
new endeavors (Startup
Bangladesh, 2022). However,
this promise is tempered by a
difficult regulatory environment
that puts complicated
restrictions on startups
(Rahman & Ahmed, 2020).
Accounting, as we have
discussed extensively, is one of
the most severe challenges that
these businesses confront, with
concerns relating to limited
resources, insufficient
experience, compliance, and
regulatory constraints (Hossain,
2020).

One immediate cause of worry
is a lack of resources (Ahmed &
Rahman, 202D. Financial
constraints may mandate a
thrifty approach to operations,
altering resource allocation for
accounting duties. This problem
is aggravated by the overall lack
of understanding of accounting
processes (Kabir, 2019). Due to a
lack of experience, even simple
financial activities, much alone
sophisticated compliance
difficulties, are difficult to
manage. Poor grasp of
accounting processes,
according to Hassan and Islam
(2020), is a primary cause of
financial mismanagement in
Bangladeshi start-ups.

Part Ill of the study turned its
emphasis to identifying
practical answers to these
difficulties. Technology looks to
represent a ray of hope (Islam,
Chowdhury, & Ahmed, 2022).
Case studies of Bangladeshi
start-ups such as Pathao,
KriptoKhela, ShopUp,
Foodpanda, and Mechanic Hub
presented interesting insights
into how technology may assist
in overcoming some of the
accounting constraints
(TechCrunch, 2021). Pathao, a
ride-sharing  business, used
cloud-based accounting
software to effectively handle
transactions and monitor cash
flow.

Shohoz, on the other hand, is a
complete case study on
negotiating accounting
stumbling blocks. They
outsourced a portion of their
accounting work to professional
businesses, demonstrating that
expert counseling and
outsourcing may be a feasible
option for start-ups struggling
with in-house accounting
(Shohoz, 2022).

However, without recognizing
the importance of governmental
endeavors, these policies would
be inadequate (Government of
Bangladesh, 2022). Grants,
subsidies, and customized
programs can provide a safety
net for struggling enterprises.
However, more has to be done
to communicate information
about such possibilities,
allowing  start-ups to fully
capitalize on them.
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As we seek to distill the essence
of this conversation, it is critical
to emphasize concrete insights
for Bangladeshi start-ups. A
regular accounting routine can
serve as the first line of defense
against financial
mismanagement by fostering a
culture of financial discipline
(Smith, 2020). Accurate
record-keeping may aid in the
prevention of problems, while
reconciling accounts can offer
an extra degree of certainty.
Encrypting and backing up

financial data are
non-negotiable actions that
must be included into

accounting operations to
defend against unauthorized

access and data loss
(Cybersecurity Guidelines,
202D).

These comments return us to
our original concerns,
presenting a road map replete
with  options ranging from
technical interventions and
outsourcing to government
assistance. Finally, it is evident
that solving accounting issues
necessitates a multi-pronged
strategy. By implementing these
advice, Bangladeshi start-ups
can not only enhance their
accounting and financial
management processes, but
also strengthen the financial and
operational basis required for
long-term success.
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Bridging the Gap

A Comparative Study of Reinsurance Practices

in Bangladesh & Global Markets

Abdul Hamid FCA

e-Insurance is a process
by which an insurer
transfers some of its big

risk to another insurance
company in exchange for a
premium. In  other words,
Reinsurance is the insurance of
the risk assumed by the insurer.

Key Aspects of
Reinsurance Activities

« Risk Transfer: Reinsurance
involves the transfer of risk
fromm primary insurers to

reinsurance companies.

The Author is a Primary insurers cede

Fellow Member of the Institute of (transfer) a portion of their

Chartered Accountants of risks  to reinsurers in
Bangladesh (ICAB) exchange for a premium.

. Reinsurance Contracts:

Reinsurance activities are
governed by contractual
agreements between the
primary insurer and the
reinsurer. These contracts

outline the terms,
conditions, and scope of the
reinsurance coverage,

including the type of risks
covered, policy limits, and
premium calculations.

e Treaty and Facultative

Reinsurance: Treaty
reinsurance is an agreement
where the reinsurer

automatically accepts risks
from the primary insurer
based on predetermined
terms and conditions.
Facultative reinsurance, on
the other hand, is
transaction-specific and
covers individual risks that
fall outside the scope of
treaty arrangements.

Risk Assessment and
Underwriting: Reinsurers
conduct risk assessment
and underwriting processes
to evaluate the risks being
ceded by primary insurers.
They analyze factors such
as policy terms, claims
history, geographic location,
and exposure to determine
the appropriate reinsurance
coverage and pricing.

Catastrophe Risk
Management: Reinsurance
plays a critical role in
managing catastrophe risks.
Reinsurers provide
coverage for large-scale
and catastrophic events
such as natural disasters,
allowing primary insurers to
mitigate their exposure to
significant losses.

Claims Settlement:
Reinsurance companies
participate in the claims
settlement process. When a

claim occurs, primary
insurers may seek
reimbursement or

indemnification from the
reinsurer based on the
terms of the reinsurance
contract.

Solvency and Capital
Requirements: Reinsurers
are subject to solvency
regulations and  capital
requirements set by
regulatory authorities.
These requirements ensure
that reinsurers maintain
sufficient financial resources
to honor their obligations to
primary insurers and
policyholders.
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* Risk Modeling and Analysis:
Reinsurers employ
sophisticated risk modeling
and analysis techniques to
assess and manage risks
effectively.  They  utilize
historical data, statistical
models, and catastrophe
modeling tools to evaluate
potential losses and
determine appropriate
reinsurance structures.

*  Global Reinsurance Market:
Reinsurance activities are

regions such as Europe,
North America, South
America, Africa and Asia.
Reinsurers operate across
borders, providing coverage
and risk management
services on an international
scale.

Agreement which  may be
considered as reinsurance
treaties developed along with
insurance contracts in the 14th
centuries in England & France.
Re-Insurance  was  explicitly

specific legislation related to
reinsurance was also passed in
Venice, Italy in 1705, Hamburg,
Germany in 1731, Bilbao, Spain in
1738, Russia & Germany in 1794.
The cologne Reinsurance
Company is the oldest
professional reinsurance
company was founded in 1846.
SWISS Reinsurance company
was started business in 1863.
The Munich Reinsurance
company was founded in 1880.
Lloyd’s Re, Hannover Rueck SE,
Canada Re, China Reinsurance

conducted globally, with

major markets located in

are the largest reinsurance
companies in the world.

authorized in a law passed
Antwerp, Belgium in 1609 &

Different Forms of Re-Insurance:

Categories of Reinsurance

Reinsurance

| 1
Treaty Basic forms of . . .
(Obligatory) reinsurance Facultative Financial

| 1
Excess of Excess of
Pro-rate Basic types of Loss Pro-rata Loss

(Proportional) (Proportional) (Non-

proportional)

reinsurance (Non-
proportional)

Per
Occurrence
(Catastrophe)

Surplus Per Risk
Share (per policy)

Aggregate
Excess

Basic forms of reinsurance: Treaty & Facultative
Basic types of reinsurance: Proportional & Non-proportional
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Treaty Reinsurance

Treaty reinsurance is a type of
reinsurance arrangement where
the primary insurer (ceding
company) transfers a defined
portion of its risks and
premiums to a reinsurer
(assuming company) through a
contractual agreement called a
treaty. The treaty specifies the
terms and conditions under
which the reinsurer will assume
the risks. Treaty reinsurance is a
long-term arrangement that
often covers multiple policies or
a specific line of business. The
terms and conditions of the
treaty, including the premium
sharing and claims handling
procedures, are negotiated
between the ceding company

and the reinsurer. In treaty
reinsurance, the ceding
company transfers a portfolio of
risks to the reinsurer, typically
on an ongoing basis. The
reinsurer agrees to accept these
risks and provide
reimbursement to the ceding
company for claims that exceed
certain predetermined
thresholds  or  limits.  This
arrangement helps the ceding
company reduce its exposure to
large losses and stabilize its
underwriting results.
Simultaneously a reinsurer may
transfers risks it has reinsured to
another reinsurer through
retrocession. Basic types of
treaty (obligatory) reinsurance
as follows:

Pro-rata (Proportional)

Pro-rata or proportional
reinsurance is a type of
reinsurance that involves
sharing a percentage of the
original premium and losses
between the primary insurer
and the reinsurer. It is also
known as pro rata reinsurance
or proportional reinsurance. The
percentage of premium and
losses that the reinsurer takes
on is determined by the
reinsurance contract, which can
be either a quota share or a
surplus share agreement.

Quota Share Treaty

It is a proportional treaty more
suitable in the formative stage
of the Company to provide
maximum reinsurance
protection giving strength and
stability amidst rapid growth.
Quota share reinsurance allows
an insurer to retain some risk
and premium while sharing the
rest with an insurer up to a
predetermined maximum
coverage.

Surplus Treaty

It is a proportional treaty which
is obligatory in nature. The
ceding Company retains on the
basis of its financial strength a
line of limit on Sum Insured or
PML basis. Surplus reinsurance
is a reinsurance treaty or
automatic  reinsurance  that
allows the insurance company
to transfer or cede certain
amounts of every risk that
exceeds the retention limit to
the insurer without needing the
latter’s approval for every policy
underwritten and reinsured.
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Excess of Loss
(Non-Proportional)

Excess of loss or
non-proportional reinsurance is
a type of reinsurance where the
reinsurer pays the ceding
company for losses that exceed
a specified limit, up to a
maximum limit. The reinsurance
premium is calculated
independently of the premium
charged to the insured, and the
reinsurance is frequently placed
in layers. The ceding insurer
agrees to accept all losses up to
a predetermined level, and the
reinsurer agrees to reimburse
the ceding insurer for losses
above the predetermined level
and up to the reimbursement
[imit  provided for in the
contract. Excess of loss or
non-proportional reinsurance
allows the ceding insurer to
protect itself from large or
catastrophic losses.

Facultative Reinsurance

Facultative means ‘optional’. In
this method of reinsurance

‘option’ to accept or reject a risk
is open to reinsurers. Similarly
option to make reinsurance
cessions or not to make, is open
to the reinsured. Facultative
reinsurance is for single current
risk to be reinsured after
exhausting net account and
treaty account.

When reinsurance was needed
for amounts of sum insured
beyond net retained amounts
on some more hazardous risks,
facultative method was suitable.
But the need for reinsurance
becomes frequently and on
many risks for higher sums
insured. It was not only a need
for protection-it was more a
need for creation of capacity.
Therefore, reinsurance treaty
method replaced facultative
reinsurance method.

Even after a popularity of
reinsurance  treaty  method,
facultative is not obsolete. It is
very much in use internationally
on peaks of risks with huge
liability after exhausting

automatic capacity of
reinsurance treaties especially in
engineering risks and industrial
risk, facultative reinsurance is
required at top of a ftreaty
programmer.

Reinsurance Scenario
Worldwide

The reinsurance business s
important in a country for
several reasons. First,
reinsurance helps insurance
companies manage their risks
effectively & efficiently.
Insurance companies transfer a
portion of their risks to
reinsurers, who bear the
financial burden in the event of
large or catastrophic losses. This
enables insurance companies to
underwrite policies with higher
coverage limits and offer a
wider range of products to their
customers, knowing that they
have the financial support of
reinsurers.

Reinsurance Brokers

Reinsurance brokers play a vital
role in facilitating the
reinsurance process. They act as
intermediaries between
insurance companies and
reinsurers, providing  expert
advice and guidance. One
advantage of reinsurance
brokers is market access. They
have extensive knowledge of
the reinsurance market and
maintain  relationships  with
multiple reinsurers. Brokers can
help insurance company’s
access reinsurance capacity that
may be otherwise unavailable or
difficult to obtain. They connect
insurers with reinsurers that
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specialize in specific risks or
have expertise in certain
geographical areas, ensuring
that insurers can find the most
suitable reinsurance coverage
for their needs. Brokers leverage
this expertise to negotiate
favorable reinsurance contracts
on behalf of insurance
companies.

Worldwide Reinsurance
Market Analysis Report
2023-2027

The reinsurance market s
estimated to grow at a CAGR of
10.26% between 2023 and 2027.
The market size is forecasted to
increase by USD 358.03 billion.
The growth of the market
depends on several factors,
including the increasing
awareness of insurance
products in emerging markets,
the increase in demand for
various insurance plans, and the
increasing geriatric population.

This reinsurance market report
extensively covers market
segmentation by product
(non-life reinsurance and life
reinsurance), type (facultative
reinsurance and treaty
reinsurance), and geography
(Europe, APAC, North America,
Middle East and Africa, and
South America). It also includes
an in-depth analysis of drivers,
trends, and challenges.
Furthermore, the report
includes historic market data
from 2017 to 2022.

Awareness about the
importance of insurance has
increased in recent years. For
instance, countries such as
Brazil, Argentina, India, and

Nauru (is an island of Australia)
are developing at a fast pace,
and people there are becoming
aware of the importance of
keeping their lives and
properties insured. This s
increasing the sale of insurance
in  such places. Thus, the
growing insurance market in
these regions is driving the
reinsurance market during the
forecast period.

The number of reinsurance
brokers and reinsurance
companies varies significantly
from country to country. India,
Singapore, China, UAE, UK,
Germany, and America have the
most reinsurance brokers and
reinsurance companies, while
others have  comparatively
lesser. Bangladesh has only a
state owned insurance @&
reinsurance company along
with three liaison office of
foreign reinsurance brokers.

Key Regions for the
Reinsurance Market

APAC (Asia-Pacific) is
estimated to contribute 36% to
the growth of the global market
during the forecast period.
Technavio’s analysts have
elaborately explained the
regional trends and drivers that
shape the market during the
forecast period.

Europe is another key region
that contributes significantly to
the global market. The
reinsurance market in Europe is
expected to grow gradually
during the forecast period.
Several leading players have
made profits over the last
decade despite various
challenges. The growth of the
life reinsurance segment,
increasing awareness of
reinsurance in emerging

Market Size Outlook (usp Billion)

2017 2018 2019 2020 2021

2017 : USD 359.92

il 9.77%

Year-over-Year
growth rate of 2023

Growth Momentum

2022 2023 2024 2025 2026 2027

growth
2022 2027

a1110.26% ¢ ACCELERATING Market size

CAGR 2022-2027
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1 36%

of the growth will originate
from APAC

economies, and changing
socio-demographic trends
across the region is driving the
growth of the market in the
region. Other factors
contributing to the growth of
the regional market include the
presence of key vendors and the
high revenues generated by
these vendors.

e India: India has a
well-established reinsurance
market. The Insurance
Regulatory and
Development Authority of
India (IRDAI) regulate the
sector. There are
reinsurance companies
operating in India, including
the state-owned General
Insurance Corporation (GIC
Re) and private players like
ICICI Lombard, HDFC
ERGO, and others. The
number  of  reinsurance
brokers in India is also
significant, with both local
and international players.

Singapore: Singapore is a
regional hub for insurance
and reinsurance activities. It
has a developed reinsurance
market and hosts numerous
global reinsurance
companies, including Swiss
Re, Munich Re, SCOR, and
others. There are also
reinsurance brokers
operating in  Singapore,
facilitating the placement of
reinsurance business. 127
licensed insurers and
reinsurers in Singapore.

China: China has a rapidly
growing insurance  and
reinsurance market. The
China Reinsurance Group is
the dominant state-owned
reinsurer in China, and there
are also several
privately-owned
reinsurance companies. The
number of  reinsurance
brokers in China may vary.

UAE: The United Arab
Emirates has a relatively

smaller reinsurance market
compared to some other
countries. Dubai
International Financial
Centre (DIFC) is a
prominent  financial hub
hosting reinsurance
companies. Reinsurance
brokers also operate within
the UAE, facilitating the
placement of reinsurance
business.

UK: The United Kingdom is
one of the leading global
reinsurance markets. Lloyd's
of London, a renowned
insurance and reinsurance
marketplace, operates in the
UK. Other reinsurance
companies and brokers are
also based in the UK.

Nepal: Currently has only
two domestic reinsurance

companies, Nepal
Reinsurance Company and
Himalayan Reinsurance
Company. Nepal is

becoming a hotspot of
climate- 6 related hazards
with the rapidly changing
climate. The resultant Nat
CAT claims are becoming a
major concern for the
country’s (re)insurance
market.

Germany: The reinsurance
market in Germany is the
second largest in Europe,
with premiums of over $50
pillion.  The market s
expected to grow at a
slower pace than other
markets, but it is still
expected to grow by 3% in
2023.
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Insurance

Gap!

¢ America: The reinsurance
market in America is the
largest in the world, with
premiums of over $200
billion. The market is
expected to grow at a
slower pace than other
markets, but it is still
expected to grow by 4% in
2023.

e Africa: The reinsurance
market in  Africa is still
relatively small, but it is
growing rapidly. Premiums
are expected to reach $10
billion by 2025. This growth
is being driven by Africa's
growing economy and its
increasing demand for
insurance.

Future Expansion of
Reinsurance Market

The global reinsurance market is
anticipated to expand between
2020 and 2027 at a compound
yearly growth rate of 3.4%,

according to Market Research
Future's most recent study. The
market size, which is predicted
to rise from $215.5 billion in 2018
to $262 billion by 2027, is also
highlighted in the report. The
rising number of  natural
disasters, including floods,
hurricanes, earthquakes, and
wildfires, which are causing
larger losses for insurers, is to
blame for the expansion of this
sector.

The leading companies in the
reinsurance  market  include
General Re, Munich Re, Swiss Re,
Hannover Re, Score, and
Berkshire Hathaway's Swiss Re.
When it comes to gross
premiums written, Munich Re is
the biggest reinsurer in the
world. The business has a
comprehensive business
portfolio that encompassing life
and health, property and
casualty, aviation, and space,
and it operates in every region
globally.  The second-largest

reinsurer, Swiss Re, has
operations in over 25 nations
and serves clients globally in the
insurance industry, corporate
world, and governmental sector.

Reinsurance losses have
increased in  recent years,
mostly as a result of an uptick in
natural disasters. According to a
report by the Swiss Re Institute,
insured losses from natural and
man-made disasters totaled $82
pillion in 2020, which is the
fourth-highest amount on
record. With insured losses of
$47 billion, the survey indicated
that Asia was the region most
frequently affected by natural
disasters. European insurers
faced losses of $2 billion,
whereas the total insured losses
in the Americas were $31 billion.

Re-Insurance Practice in
Bangladesh

SBC (Sadharan Bima
Corporation) is the only state
owned insurance & reinsurance
company in Bangladesh,
accepting reinsurance against
policies of private sector
insurance. Branch office of the 3
reinsurance brokers are
operating their activities in our
country only.

Since the economy of
Bangladesh is growing fast &
non-life insurance sector is now
receiving large policies; the
claim of which cannot be paid
by any local insurance alone. As
a result, companies are being
interested to reinsurance with
foreign insurer. A trend of which
has been increasing for the past
few years.
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As per provisions of section
17(2) of Insurance Corporation
Act-2019

Every insurer registered &
carrying on insurance
business in Bangladesh shall
reinsurance on generally
acceptable terms &
conditions the additional
portion of his insurance
after retaining its own
portion.

ii. In case of non-life insurance
business, 50% (fifty
percent) of re-insurable
portion shall have to be

ceded to SBC & the rest
50% (fifty percent) can be
ceded to the SBC or any
other insurer situated inside
or outside of Bangladesh.

Following non-life insurance
companies in Bangladesh have
the reinsurance treaty in
overseas market.

1. Sadharan Bima Corporation

2. Green Delta Insurance
Company Limited

3. Reliance Insurance
Company Limited

4. Pragati Insurance Company
Limited

United Insurance Company
Limited

Eastland Insurance
Company Limited

Phoenix Insurance
Company Limited
Bangladesh General
Insurance Company
Limited

Pioneer Insurance Company
Limited

Prime Insurance Company
Limited

Takaful Insurance Company
Limited
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A specimen copy of the surplus reinsurance treaty is given below:

Expired Treaty Terms 2022/2023 Existing Treaty Terms 2023/2024
(SBC) (Overseas)

Fire Surplus Treaty

Retention: Tk. 2,50,00,000.00
Line Limit: 40 Lines
Limit : Tk. 100,00,00,000.00

RI Commission

Section A & B : 27.50% (Provisional)
Profit Commission: 15.00%
Cash Loss: Tk. 1,25,00,000

Claim Co -operation Clause Applicable above
Tk.5,00,000.00

Loss Participation Clause

Sliding Scale applicable from 20% to 35% for loss
ratio 20% and 50%

Fire Risk Cum Catastrophe X/L cover

Maximum Amount protected by the reinsurers under
Treaty:

Ist Layer Tk. 20,000,000 excess of Tk. 5,000,000
2nd Layer Tk. 25,000,000 excess of Tk.25,000,000
Marine Cargo Surplus Treaty

Maximum Amount protected by the reinsurers under
Treaty per bottom/location:

Marine Cargo Surplus Treaty:

1. Retention: Tk. 10,000,000

2. Surplus Treaty: Line Limit 40 Lines

3. Limit: Tk. 400,000,000

RI Commission: 32.50%

Profit Commission: 15.00%

Claim Co -operation clause applicable for above
Tk.5,00,000.00

Marine Cargo Cat Excess of Loss Treaty

Maximum Amount protected by the reinsurers under
Treaty:

1st Layer Tk.7,500,000 excess of Tk.2,500,000

Fire Surplus Treaty

Retention: Tk. 2,50,00,000.00
Line Limit: 40 Lines

Limit: Tk. 100,00,00,000.00
RI Commission

Section A & B : 40.00%

Profit Commission: 22.50%
Cash Loss: Tk. 1,25,00,000

Claim Co -operation Clause Applicable Exceeding
Tk.1.25 Cr

Loss Participation clause not applicable
No Sliding Scale applicable

Fire Risk Cum Catastrophe X/L cover

Maximum Amount protected by the reinsurers under
Treaty:

Ist Layer Tk. 20,000,000 excess of Tk. 5,000,000
2nd Layer 25,000,000 excess of 25,000,000

Marin e Cargo Surplus Treaty

Maximum Amount protected by the reinsurers under
Treaty per bottom/location:

Marine Cargo Surplus Treaty:

1. Retention: Tk. 10,000,000

2. Surplus Treaty: Line Limi  t 40 Lines

3. Limit: Tk. 400,000,000

RI' Commission: 42.50%

Profit Commission: 22.50%

Claim Co -operation clause applicable for above
Tk.1,00,00,000.00

Marine Cargo Cat Excess of Loss Treaty

Maximum Amount protected by the reinsurers under
Treaty:

1st Layer Tk.7,500,000 excess of Tk. 2,500,000

Reinsurance treaty terms refer
to the specific conditions and
clauses outlined in a reinsurance
contract between an insurer
(also known as the ceding
Company) and a reinsurer.
These terms dictate the scope,
obligations, and limitations of
the reinsurance arrangement.
Some common  reinsurance
treaty terms giving below:

Treaty Period: This specifies
the duration for which the
reinsurance agreement is in
effect, typically expressed in
years. In Bangladesh treaty
period 1Ist April to 30th
March.

Capacity: It determines the
maximum liability the
reinsurer is  willing to

assume under the treaty.

Premium: The amount of
money the ceding company
pays to the reinsurer for
assuming the risk. It can be
a fixed amount or a
percentage of the ceding
company's total premiums.

Coverage: It defines the
types and extent of risks
that are covered under the
reinsurance treaty. This may
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include various lines of
business, such as property,
casualty, health, or life
insurance.

v. Retention: The portion of
risk  that the ceding
company retains for its own
account before transferring
the remainder to the
reinsurer.

vi. Limit: The maximum
amount the reinsurer s
obligated to pay for a claim
or a series of claims under
the treaty.

vii. Loss Sharing: Specifies how
the ceding company and
reinsurer will share losses. It
can be a fixed percentage
or a sliding scale based on
predefined terms.

viii. Claims Settlement: Outlines
the procedures and
timelines for reporting and
settling claims between the
ceding company and
reinsurer.

ix. Reinstatement: Provides
conditions for reinstating
the coverage if the treaty
limit has been exhausted by
claims during the treaty
period.

Xx. Termination: Describes the
circumstances under which
either party can terminate
the reinsurance treaty,
including notice periods and
any penalties or obligations
upon termination.

xi. These are just some of the
common terms found in

reinsurance treaties, and the
actual terms may vary
based on the minimum last
5(Five) vyears statistics of
the ceding company. If the
accumulated result is good,
treaty terms will be better
otherwise treaty terms will
be adverse.

In case of poor or negative
result, reinsurer may Iimpose
various conditions, such as:

Sliding scale of commission
on reinsurance: A sliding
scale of commission is a
ceding commission that
varies inversely with the
loss/claim ratio under the
reinsurance agreement.

ii. Loss participation clause:
The essence of this clause is
to minimize the loses for the
reinsurer & to bring more
underwriting discipline to
the insurance company due
to this claim ,the insurance
company may prefer to
underwrite risk with lower
hazard coverage.

iii. Reduction of Reinsurance
Commission

iv. Reinsurer may be offered
Quota Share Treaty to
Insurer.

Facultative Reinsurance
Practice in Bangladesh

Exceeding treaty capacity
insurers have to obtain the
facultative cover from SBC or
Overseas market but as per
Insurance Act 2010, an
insurance  company  cannot

obtain facultative cover 100%
from the overseas market. We
have to place 50% of 100% with
SBC mandatorily or we may
obtain cover 100% from SBC or
rest 50% of 100% may obtain
from overseas secured market.
As per Circular IDRA #
Gen-22/2022 dated 13.04.201,
the rate/terms or place the
facultative cover to the overseas
market, Minimum B+ by AM
Best or S & P credit rating is
required.

Any insurance company may
obtain the special rate/terms
from the overseas market if the
sum insured exceeded our
country limit. For placement of
facultative business in foreign
market we may go to European
Market, Singapore Market,
Lloyd’s Market, Indian Market,
African market. Our Country
limit of different class of
business are given below:

Class Country Limit
Fire TK. 400 crore
Marine Cargo Tk. 100 crore
Tk. 30 crore
Engineering: Tk. 200 crore
CAR/EAR Tk. 200 crore
MBD Tk. 20 crore
DOS/EEI Tk. 10 crore

Miscellaneous Tk. 20 crore

Marine Hull

Sadharan Bima Corporation
(SBC), the lone state-owned
non-life insurer and also a
reinsurer, is limited in its
capacity to reinsure properties
worth only Tk400 crore. As a
result, local insurance
companies are forced to seek
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reinsurance for KPls,
mega-projects, and factories
worth more than Tk40O crore,
from foreign companies. To
keep the reinsurance in place,
they must send premiums to
overseas reinsurers on a regular
basis.

According to market insiders,
companies placed reinsurance
abroad worth Tkl, 500 crore
(around $150 million) in 2022.

Bordereaux: A proportional
reinsurance treaty gets
automatic reinsurance cessions
from a number of risks
simultaneously with the
inception of risks. Cessions of
premium and losses are made to
the treaty from these risks.
Bordereaux are records of each
and every risk’'s underwriting
information about retention and
cession. Giving below the
Premium Bordereaux & Losses

Accounting System of
Re-Insurance
Transactions:

Reinsurance Treaties mentioned
accounting systems presently as
follows:

Clean-Cut System of accounting
is used for fire/miscellaneous
accident business with short-tail
elements. According to this
system the liability of treaty
reinsurers is cut clean at the end
of accounting year of the treaty.
Unexpired risk liability & outflow
loss liability are cut clean by
portfolio premium withdrawal
from current year and entry of
portfolio premium to the next
year.

Underwriting year-wise
accounting system is used where
the long term policies issued
during the treaty period run off
the liability to their natural expiry.

Accounts:  Treaty slips of
proportional treaties have a slip
term of accounts which can be
on quarterly or yearly basis but
in Bangladesh quarterly basis.

In non-proportional treaty slips
the term “Accounts” relates to
quarterly, half yearly or annual
basis of settlements of Minimum
and Deposit Premiums (MDP) or
Minimum Deposits (mindeps).
When actual GNPI is available
the premium adjustment
accounts are to be prepared.
The International Financial
Reporting Standards (IFRS)
provide guidelines for the
recognition and presentation of
reinsurance transactions for
both insurers and reinsurers.
Here are some key aspects
related to reinsurance under
IFRS:

1. Recognition of Reinsurance

Bordereaux. Then quarterly Premium is fully accounted by Contracts: IFRS 17
reinsurance treaty account is the end of second year following Insurance Contracts sets
prepared and rendered to the the underwriting year. Thereafter out principles for
reinsurers. only outstanding loss liability recognizing reinsurance
remains. contracts. It requires
Premium Bordereaux:
) ) ) Surplus
Cession | Policy Risk . Total Net Surplus | Fac Sum
Date No. No. covered Period | TSI Premium | Retention Iniﬂgd Premium | Insured Remarks
Losses Bordereaux:
: . . Surplus
Cession | Policy Risk . Total Net Surplus | Fac Sum
Date No. No. covered Period | TSI Premium | Retention Iniagd Premium | Insured Remarks
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insurers to assess whether
reinsurance contracts
should be accounted for as
insurance contracts or as
financial instruments,
depending on their terms
and conditions.

2. Accounting for Ceded
Reinsurance: Under [IFRS,
insurers (ceding insurers)
recognize reinsurance
premiums paid or payable
as an expense or a
reduction of insurance
liabilities, based on the
transfer of risk to the

contracts as revenue,
reflecting the transfer of risk
from the ceding insurer.
They account for these
contracts as separate
transactions from the
underlying insured event.

4. Loss Recovery: IFRS 17
allows insurers to recognize
recoveries of losses from
reinsurers as a separate
component of the insurance
contract liability. Insurers
recognize the recovery as
revenue when they have a
reasonable assurance of its

uncertainties associated
with insurance contracts.

6. Disclosures: IFRS 17
includes extensive
disclosure requirements for
insurers and  reinsurers,
aiming to provide users of
financial statements with
information about insurance
and reinsurance activities,
including significant
judgments and assumptions
made in the measurement
of insurance liabilities.

[t's important to note that IFRS

reinsurer. The ceding insurer receipt. is a comprehensive framework,
accounts for the and the application of its
reinsurance contract as a 5. Discounting and Risk requirements to reinsurance
separate transaction from Adjustment: IFRS 17 transactions can be complex.
the  underlying insured requires insurers to apply Insurance companies and
event. the principles of reinsurers typically seek
discounting and risk guidance  from accounting

3. Accounting for Assumed adjustment when professionals and  consider
Reinsurance: Reinsurers measuring insurance specific interpretations and
(assuming insurers) liabilities, including industry practices when
recognize premiums reinsurance liabilities. These applying IFRS to their

received or receivable for
assumed reinsurance

principles reflect the time
value of money and the

reinsurance accounting and
reporting.

STATEMENT OF FIRE SURPLUS RE-INSURANCE TREATY (Sec-A & B) ACCOUNTS
FOR THE QUARTER ENDED ......... 30TH June 2023 (IST QTR. '2023)

RE-INSURANCE : SHARE :
Sub-Total Debit Credit
Portfolio Premium : Withdrawal 35%
Portfolio Losses : Withdrawal 90%

Original Premium : Consideration Board -
Alteration Bordx: -

Original Commission @ -

Original Profit Commission on Tk.

Additional Commission Receivable as Sliding Scale as per (U/W-2022)
Losses Paid.............
Balance Payable to Reinsurer -

[ Total - -
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To sum up, the global
reinsurance market is a crucial
part of the insurance sector
because it enables insurers to
transfer some of the financial
risk related to catastrophic
catastrophes to reinsurers. With
more natural disasters occurring
frequently and more insurers
entering the market, it s
anticipated that the industry will
grow in size over the next few
years. Companies are looking
into novel ways to control risks
and provide cutting-edge
products in response to the
rising losses in the reinsurance
sector. The application of
artificial intelligence and data
analytics is one prominent
recent breakthrough. Insurance
companies may estimate risks

by analyzing data from a variety
of sources, such as the internet
of things (loT) and social media,
using advanced algorithms and
machine learning. With this
strategy, insurers may provide
clients with individualized risk
management solutions.

The reinsurance industry is also
important to the insurance
industry in Bangladesh.
Reinsurance companies help to
spread the risk of insurance and
they also provide financial
support to insurance companies
in the event of large losses.

It provides jobs and generates
revenue for the government.
SBC is the only state owned
insurance & reinsurance

company in Bangladesh
(Non-Life). Since our GDP size is
increasing day by day & now
Bangladesh is currently ranked
35th largest economy in the
world. Hence at least one
reinsurance company is
essential under private sector.
As opinioned by the insurance
expert in our country foreign
reinsurance companies or their
Branch Office may be allowed to
play  their experienced &
innovative role in our country to
increase the insurance
penetration as our desired level
as well as to grow our economy
faster.
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n ntroduction
Now-a-days, money
laundering is a burning issue in
our society. Many people in our
society  think that money
laundering is only illegally
transfer of funds to abroad and
banks are only responsible
organization to provide
Suspicious Transaction Report
(STR)/  Suspicious  Activity
Report  (SAR) to Financial
Intelligence Unit (FIU). Is it
really?? The answer is “No”.
Because, money laundering has
various dimensions; and in
addition to Banks/ Financial
Institutions, there are some
organizations that are called
Designated Non-Financial
Businesses and  Professions
(DNFBPs ie. Casinos, Real
Estate agents, Dealers in
precious metals and dealers in
precious stones, Lawyers,
notaries, other independent
legal professionals and
Accountants, Trust and
company service providers) that
are also responsible to provide
STR/SAR to FIU in case of
providing certain services to
their clients.

In this article, | will discuss, what
is Money Laundering and
reporting requirement of
Accountants for providing
certain services as per local and
international laws and practices.
And finally, I will inform you the

penalty (fine and/or
cancellation of license) for
non-performing certain

activities and non-reporting as
per existing local law.

Overview on Global &
Local Standards/Laws of
Anti-money Laundering

The pace of international
activity in the anti-money
laundering (AML) field
accelerated in 1989 when the
Group of seven richest
industrialist countries (Canada,
France, West Germany, Italy,
Japan, the United Kingdom and
the United States) launched the
Financial Action Task Force
(FATF) at its 15th annual
economic summit in Paris.

Today, FATF serves as the
vanguard in promulgating AML
guidance  to governmental
bodies around the world. FATF
brought not only significant
changes to the ways that banks
and businesses conduct their
affairs but also changes in laws
and in governmental operations
around the world. FATF's 40
recommendations are  seen
globally as the World Standard
in anti-money laundering.

For combating against money
laundering, Bangladesh
Government  passed Money
Laundering Prevention Act
(MLPA), 2002 in line with the
global standards and guidelines.
After several amendments, a
new Money Laundering
Prevention Act, 2012 has been
passed and subsequently
amended in 2015. The
Government has also enacted
Anti Terrorism Act (ATA) in 2009
aiming to combat terrorism and
terrorism financing and this Act
was also amended in 2012 and
2013. Subsequently, Government
also passed Money laundering
Prevention Rules 2019.
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AML & CFT Journey of Bangladesh
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Definition of Money property is derived from any a. concealing or disguising
Laundering offense(s), for the purpose of the illicit nature, source,
concealing or disguising the location, ownership or
Money laundering  involves illicit origin of the property or of control of the proceeds
taking illegal proceeds and assisting any person who is of crime; or

disguising their illegal sources to
use the funds in legal or illegal
activities. Simply, money
laundering is the process of
making dirty money look clean.

Money laundering has been
addressed in the UN Vienna
1988 Convention Article 3.1
describing Money Laundering
as:

“The conversion or transfer of
property, knowing that such

involved in such offense(s) to
evade the legal conseguences
of his actions”.

Money Laundering Prevention

Act, 2012 defines Money

laundering as follows:
knowingly moving,
converting, or transferring
proceeds of crime or
property involved in an
offence for the following
purposes:

b. assisting any person

involved in the
commission of the
predicate offence to
evade the legal
consequences of such
offence;

smuggling money or

property earned through

legal or illegal means to a
foreign country;
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iii. knowingly transferring or
remitting the proceeds of
crime to a foreign country
or remitting or bringing
them into Bangladesh from
a foreign country with the
intention of hiding or
disguising its illegal source;
or;

iv. concluding or attempting to
conclude financial
transactions in  such a
manner so as to reporting
requirement under this Act
may be avoided;

v. converting or moving or
transferring property with
the intention to instigate or
assist  for committing a
predicate offence;

Vi. acquiring, possessing or
using any property, knowing
that such property is the
proceeds of a predicate
offence*;

vii. performing such activities
so as to the illegal source of
the proceeds of crime may
be concealed or disguised;

viil. participating in, associating
with, conspiring,
attempting, abetting,
instigate or counsel to
commit any offences
mentioned above.

After the events of 9/11, FATF
expanded its directive to cover
the financing of terrorism in
October 2001 Generally,

terrorists and money launderers
use the same methods to move
their money in ways to avoid
detection. Money launderer
wants to hide the sources of
fund; on the other hand terrorist
wants to hide the utilization of
funds rather than sources.

Stages in the Money
Laundering Cycle

Money laundering is a process
which typically follows three
stages to finally release
laundered funds into the legal
financial system. Office on Drug
and Crimes, The United Nations
defines Stages of Money
Laundering as follows:

Placement (i.e. moving the

Money Laundering Cycle
e
Qe —$ l
S
Dirty Mo‘ney iljtllagrates into the
Financial System

PLACEMENT

LAYERING

Payment by "Y" of 4

false invoice to
company "X’

Transfer on the bank
V account of company "X"

R A |
—
Offshore Bank

Purchase of Luxury Assets, Loan to company "Y"

Financial Investments,
Commercial/Industrial
Investments

INTEGRATION

* Predicate offence means the offences by committing which within or outside the country, the money or property derived from is laundered or
attempt to be laundered. There are 27 specific and 1 miscellaneous Predicate Offences as per Money Laundering Prevention Act, 2012. List of

Predicate offences as per law are listed in Annexure-A.
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funds from direct
association with the crime)

ii. Layering (i.e. disguising the
trail to foil pursuit)

ii. Integration (i.e. making the
money available to the
criminal from what seem to
be legitimate sources)

Reporting & Others
Responsibilities of
Accountants

As per Recommendation 22 of
FATF, Designated Non-Financial
Businesses and  Professions
(DNFBPs ie. Casinos, Real
Estate agents, Dealers in
precious metals and dealers in
precious stones, Lawyers,
notaries, other independent

legal professionals and
Accountants, Trust and
company service providers)
have to perform certain
responsibilities in  case of
providing specific services to
their clients.

Customer due diligence (CDD)
and record-keeping
requirements, additional
measures for Politically Exposed
Person (PEP), identification and
assessment of money
laundering and terrorist
financing risk that may arise in
relation to development of new
services, new business practice
and use of new technology for
existing and new services and
reliance on third parties for
performing CDD
(recommendation set out in

Recommendations 10, 11, 12, 15,
and 17)are applicable for:

e Accountants - when they
prepare for or carry out
transactions for their client
concerning the following
activities:

buying and selling of
real estate;

ii. managing of client
money, securities or
other assets;

iil. management of bank,
savings or securities
accounts;

iv. organization of
contributions for the
creation, operation or
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management of
companies;

v. creation, operation or
management of legal
persons or
arrangements, and

vi. buying and selling of
business entities.

¢  Trust and Company Service
Providers (TCSP) - when
they prepare for or carry
out transactions for a client
concerning the following
activities:

i. acting as a formation
agent of legal persons;

iil. acting as (or arranging
for another person to
act as) a director or
secretary of a company,
a partner of a
partnership, or a similar
position in relation to
other legal persons;

iii. providing a registered
office, business address
or accommodation,
correspondence or
administrative address
for a company, a
partnership or any
other legal person or
arrangement;

iv. acting as (or arranging
for another person to
act as) a trustee of an
express trust or
performing the
equivalent function for
another form of legal
arrangement;

v. acting as (or arranging
for another person to
act as) a nominee
shareholder for another
person.

Recommendation 23 of FATF
requires Accountants and TCSP
to report suspicious

transactions to the Financial
Intelligence Unit (FIU) when
they suspects or has reasonable
grounds to suspect that funds
are the proceeds of a criminal
activity, or are related to
terrorist financing at the time of
performing above mentioned
services.

FATF  strongly  encouraged

extending the reporting
requirement to the rest of the
professional activities of

accountants, including auditing.

As per Money Laundering
Prevention Act (MLPA), 2012 of
Bangladesh, Accountants and
Trust and Company Service
Providers (TCSP) are also
Reporting Organizations (RO)
like Bank and Financial
Institutions as per Section 2(w).

“Guidelines on Prevention of
Money laundering & Combating
Financing of Terrorism for

46
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Name of Reporting Organization Year of inclusion

= Bank
= Financial Institution
= Insurer

= Money Changer

=  Any company or institution which remits or transfers money or monesalue

2002

2008

= Any other institution carrying out its business with the approval of Bangladesh Bank

= Stock Dealer and Stock Broker
= Portfolio Manager and Merchant Banker

= Securities Custodian
= Asset Manager
= Non-Profit Organization

Non Government Organization

= Cooperative Society
= Real Estate Developer

= Dealer in Precious Metals or Stones
= Trust and Company Service Provider
= Lawyer, Notary, Other Legal Professional and Accountant

2010

2012

Designated Non- Financial
Businesses and
Professions-2013 (BFIU Circular
No. 08/2013, dated 29.10.2013)"
echo the Recommendation 22
of FATF regarding the activities
of DNFBPs to be considered
under AML/CFT regulations.

Section 25 (1) of MLPA 2012
requires maintenance of
complete and correct
information by ROs regarding
identity of customers and
transactions during operation
and preservation of information
at least 5 years from the date of
closure and to provide such
information to BFIU on demand.
ROs should submit Suspicious
Transaction Report (STR) to
BFIU immediately on its own
accord.

FATF Recommendation 21 and
Section 60of MLPA 2012 and
prohibits reporting organization,
their directors, officers and
employees  from disclosing
(“tipping-off”) the fact that an
STR or related information is
being reported to FIU.

Reporting Suspicious
Transaction

All  reports of  suspicious
transaction should be filed as
per the circulars issued by BFIU
from time to time. All reports to
be sent to the address below:

The Director

Bangladesh Financial
Intelligence Unit (11th Floor)

Bangladesh Bank
Head Office, Motijheel
Dhaka-1000

Penalty for Non-keeping
of Records and
Non-reporting of
STR/SAR

A. Fine
As per Section 25 (2) of MLPA

2012, if any Reporting
Organization fails to maintain

complete and correct
information regarding identity
of its customers and

transactions during operation
and preserve information at
least 5 years from the date of
closure and to provide such
information to BFIU on demand
and fails report STR/SAR, a fine
of at least taka 50,000 (Fifty
Thousand) but not exceeding
taka 25,00,000 (Twenty Five
lacs) can be imposed on the
reporting organization.
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B. Cancellation of License

In addition to the fine, BFIU may
cancel the license or the
authorization for carrying out
commercial activities of the said
organization or any of its
branches, service centers,
booths or agents, or as the
cause may be, shall inform the
registration or licensing
authority about the fact so as to
be relevant authority may take
appropriate measures against
the organization.

Note that reporting obligation
of STR and others will be only
applicable when the DNFBPs
are engaged in the specified
transaction or activities as
mentioned in  Guidelines on
Prevention of Money laundering
& Combating Financing of
Terrorism for Designated
Non-Financial Businesses and
Professions-2013.

Role & Responsibilities of
the Institute of
Chartered Accountants
of Bangladesh (ICAB)

As per BFIU Circular No
08/2013, dated 29/10/2013,
Accountant (DNFBP) may
submit carbon copy of STR to
the Institute of Chartered
Accountants of Bangladesh
(ICAB), the Self Regulatory
Organizations for accounting
professionals. In that case, ICAB
needs to maintain strict
confidentiality as per
requirement of MLPA, 2012.

The Institute may organize
adequate number of training
programs for its practicing
members to understand the
requirement of the Money
Laundering Prevention Act and
Anti Terrorism Act in order to
prevent the Money Laundering
and Terrorist Financing.

The Circular requires that the
ICAB should instruct its
members to incorporate a
separate observation on AML/
CFT issues while they conduct
audit into a Bank, Insurance,
Leasing Securities companies
etc.

Conclusion

Accountant and legal
professional provides a wide
range of services, including
bookkeeping, accounting
services, audit services, tax
planning and preparation,
consulting services, company
formation and administration,
trust, property transactions and
introduction to banks, etc.
These activities are a very
attractive gateway which
criminals/terrorists would want
to use for laundering crime
proceeds/financing  terrorism.
Given the likelihood of being
used for money
laundering/terrorist  financing
purposes, professional
accountants must be vigilant at
all times and report anything
suspicious to BFIU to prevent
money laundering and terrorist
financing.

For the sake of the profession,
the ICAB as well as the
members of the ICAB should
discharge their responsibilities
for combating against money
laundering and terrorist
financing.
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Annexure-A

Predicate Offences as Per
Money Laundering Prevention
Act, 2012 Amended in 2015

1. corruption and bribery;
2. counterfeiting currency;

counterfeiting deeds and
documents;

extortion;

fraud;

forgery;

illegal trade of firearms;

© N o o b

ilegal trade in narcotic
drugs, psychotropic
substances and substances
causing intoxication;

9. llegal trade in stolen and
other goods;

10. kidnapping, illegal restrain
and hostage taking;

1. murder, grievous physical
injury;

12. trafficking of women and
children;

13. black marketing;

14. smuggling of domestic and
foreign currency;

15. theft or robbery or dacoity
or piracy or hijacking of
aircraft;

16. Human trafficking or

obtaining or intending to
obtain any money or

valuables by falsely
promising a person
regarding foreign

employment;
17. dowry;

18. smuggling and offences
related to customs and
excise duties;

19.

20.

21.

22.

23.

24.
25.

26.

27.
28.

tax related offences;

infringement of intellectual
property rights;

terrorism or financing in
terrorist activities;

adulteration or the
manufacture of  goods
through infringement of
title;

offences relating to the
environment;

sexual exploitation;

insider trading and market
manipulation using price
sensitive information
relating to the capital
market in share transactions
before it is published for
general information to take
advantage of the market
and attempting to
manipulate the market for
personal or institutional
gain;

organized crime, and
participation in organized
criminal groups;

racketeering; and

any other offence declared
as predicate offence by
Bangladesh Financial
Intelligence Unit, with the
approval of the
Government, by notification
in the official Gazette, for
the purpose of Money
Laundering Prevention Act,
2012.
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Resolving Balance of Payment (BoP) Crisis
in Bangladesh

Dr. Mizanur Rahman

to US$ 630 in 2009 and then
further to US$ 2,688 in 2022
(Figure-1). Experts identify two
key drivers for Bangladesh’s

n ntroduction
Bangladesh has been one

of the fastest growing

economies in the world until remarkable gl’OWth lalnd
2022. The economy at current development. One is the rising
U.S. dollars grew from $31 billion export production of

manufactured goods. The other
is the surging flow of inward
remittances. Bangladesh has in
fact received an aggregate
capital flow of $233 billion in the
form of inward remittances over
the period of 2009-2023, an era

in 1991 to $91.6 billion in 2008
and then further accelerating to
$460 Dbillion in 2022. The
five-year average economic
growth rate accelerated from
415% in 1991-95 to 713 percent
in 2016-2020. As population

I growth rate persistently of remarkable growth and
declined, the per capita GDP development  under  Prime
The Author is a growth rate accelerated even Minister Sheikh Hasina.
Commissioner of Bangladesh faster than the economic
Securities and Exchange growth rate. The per capita GDP
Commission and a Member of increased from US$ 283 in 1991

Financial Reporting Council Bangladesh

Figure-1: Bangladesh economic growth, 1991-2022

A. Nominal GDP of Bangladesh, 1991-2022 A. Per Capita GDP of Bangladesh, 1991-2022
(At current U.S billion dollars) (in Niminal vs. PPP USS)
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Panel-A shows size of Bangladesh economy (at current USS) over the 1991-2023 period.
Panel-B shows per capita GDP of the country in current nominal USS and international PPP dollars
Sources: World Bank (2023) & Bangladesh Bureau of Statistics (various years).
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Gross domestic savings and
investments (in % of GDP)
observed a sustained rise in this
period. While gross domestic
savings (in % of GDP) increased
from less than 20% in 2008 to
26% in 2022, gross domestic
investment (in % of GDP)
surged from 26% to 32% over
the same period. A
saving-investment gap of 6%
though persisted in this time;
Bangladesh faced no
unsustainable current account
deficits until FY2021. A
persistent excess of investment
over saving, and so trade
deficits, was financed by the
surging flow of inward
remittances from non-resident
Bangladeshi  (NRB) citizens
(Figure-2). Bangladesh had
overall balance of payment
(BOP) stability accumulating an
unprecedented volume of
foreign exchange reserves of
$48 billion U.S. dollars at the
end of August 2021. In fact, the
current account deficits had
averaged to be only $0.32 billion
per year over the 12-year period
beginning from 2009 to 2021. It
is  noteworthy that Prime
Minister Sheikh Hasina began
her second term with a meager
$5.7 dollars of reserves in 2009.
The period of prolonged
balance of payment stability,
and the record accumulation of
FX reserves, has however
discontinued after the economy
reopened in  January 2022
following the global coronavirus
pandemic.

Bangladesh observed a
prohibitive  current account
deficit of $18.7 billion in FY2022.
The current account imbalance

Figure-2: Saving-investment gap, flow of inward remittances and external account

imbalances, 1991-2023

Panel A: Saving-Investment Gap
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Panel A shows gross domestic saving & gross domestic investments in % of GDP. Panel B shows the pattern
current account balances (or imbalances) and the offsetting flow of inward remittances (in % of GDP) in the
Sources: BBS (various years) ADB (2010, 2023), and Bangladesh Bank (2023).

significantly  improved since
then and was reported to be
$3.3 billion in the latest fiscal
year, that is, FY2023. The overall
balance of payment deficit,
however, worsened to be $8.2
billion last year, mostly because
of a significant deficit in the flow
of  financial account. The
ballooning balance of payment
deficit of recent times is causing
a fast depletion of foreign
exchange reserves, a liquidity
crisis in the financial sector, and
a crisis in the foreign exchange
market in Bangladesh. For over
twelve months from July 2021 to
June 2022, Bangladesh Bank,
the central bank of the country,
resorted to selling foreign
exchange reserves in order to
support an overvalued Taka, the
home currency, against the U.S.
dollar. The policy was untenable
and it caused fast depletion of

foreign exchange reserves. The
volume of FX reserves
plummeted to 33 billion U.S.
dollars by the end of June 2022.
The central bank has therefore
resolved to quit its decade-long
policy to peg Taka to the US.
dollar in the range of 80-85.
Taka has kept depreciating since
then. The new peg is now at
110.0/$ and possibly further
downward at the end of
December 2023. The FX
reserves stood at 24 billion U.S.
dollars at the end of August
2023. The US. dollar s
reportedly trading at more than
Taka 110 per unit in the kerb
market (Figure-3). The widening
gap between the  official
exchange rate and the market
rate is gripping both policy
makers and businesses with
mounting uncertainty and
exchange risk.
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Resolving Balance of Payment (BoP) Crisis

in Bangladesh

Figure-3: External account imbalances and flow of inward remittances

Panel A: Exports of goods & services, inward remmittance
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Panel A shows merchandise exports, flow of inward remittances and current account receipts (in % of GDP).
Panes B shows movements in forex exchange reserve and exchange rate of Taka per U.S. dollar.
Source: BBS (2023) and Bangladesh Bank (2023)

Factors Causing Balance
of Payment Crisis

The policy makers after enjoying

a decade of stability in
exchange rate and external
accounts are suddenly

embroiled into a crisis scenario.
Their challenge is to reset
monetary and exchange rate
policies so that the widening
current account and other
balance of payment deficits do
not evolve into a full-blown
currency crisis. In order to do so,
we need to look into the
underlying drivers, both
domestic and international, of
ballooning current account and
overall balance of payment
(BOP) deficits. The role of an
overvalued nominal exchange
rate will be explained as a causal
reference to this unwanted

outcome. This essay will also
shed light on the issue of debt
sustainability for Bangladesh.

Firstly, world prices of coal, oil,
gas & other primary
commodities particularly
including food grains more than
doubled in 2022 and this
resulted into an unprecedented
rise in the c.i.f. (cost, insurance
and freight) value of those
imports. The reopening of the

global economy after the
coronavirus pandemic,
breakdown of global supply

chains, rising trade costs, and
the Russian invasion of Ukraine
(and so the resultant war in
Ukraine) were to blame for
surging commodity and energy
prices across the globe. A big
part of prohibitive current
account deficits of $18.7 billion

in FY2022 was an outcome of
this unfavourable international
development.

Secondly, Bangladesh economy,
after the long 18-months of
lockdowns with a significantly
reduced activity, reopened by
the middle of 2021. It implies
that households, government
and firms returned to normal
way of consumption and
investments. That is, aggregate
demand, which was decimated
by the coronavirus pandemic
since January 2020, rapidly
expanded and the demand
curve shifted to the right. The
massive fiscal and monetary
stimulus, which the government
of Prime Minister Sheikh Hasina
rolled out since March 2020,
surely contributed to further
acceleration of the aggregate
demand. In fact, private sector
credit growth accelerated from
10 percent in 2020-21 to 14
percent in 2021-22. For
countries like Bangladesh, this
implies further escalation in the
demand for imports of raw
materials, intermediate inputs
and final goods.

Thirdly, the role of government
spending for large infrastructure
projects and an overvalued
exchange rate of Taka until the
end of 2021 is a critical factor for
growing current account
deficits. It deserves a careful
explanation. The Government of
Bangladesh surely embarked
upon many mega projects in
areas of energy, road
connectivity, ports &
telecommunication
infrastructures. The government
spending therefore accelerated
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and a large part of it was leading
to growth in imports of capital
goods over time. But the same is
also believed to be stimulating
national economic growth and
employment in the long term.
The issue of time and cost
overruns is a perennial issue in
the developing world.
Bangladesh is no exception;
rather it observed persistent

improvement in project
management. The successful
completion of Padma
Multipurpose Bridge,

Dhaka-Chittagong highways
and the like bear testimony of
this claim. A long term capacity
building of the government is
also evident in this area. But it is
undeniable  that a rising
government spending for
building large infrastructures is
driving government and public
sector dissaving of recent times.

Public Policies to
Resolving Balance of
Payment Crisis

The prohibitive current account
deficit of $18.7 billion in 2021-22,
and the growing balance of
payment deficit of $82 in
2022-23, is an outcome of all
these factors. At the heart of
this imbalance lies widening
dissaving by both the
government and the private
sector. While public dissaving is
the excess of government
spending over its revenue, the
dissaving of the private sector is
the excess of private sector
investments over gross
domestic savings. The policy
maker’s job is to bring about
sustained  improvements on
both the fronts. | will offer a mix
of public policies to achieve this
end.

Firstly, government spending
must decrease in the
short-to-medium term. As a
national election is imminent,
any political government will
find it difficult to limit public
spending in the very short-term.
Ultimately, every element of
government  spending  shall
require a critical review.
Government spending for
unproductive activities is better
eliminated or  substantially
curtailed. Government spending
for new or early-stage large
infrastructures is better
deferred for an indefinite period
until the economy navigates
into sustainability. Government
spending for social safety nets
shall also need to be revisited
and made more efficient. Prime
Minister Sheikh Hasina and her
government are in fact in the
process of eliminating, or
minimizing, government
spending of lesser importance.
A substantial improvement in
current account deficit for
FY2023 was in fact more via
administrative guidance.

Secondly, Bangladesh lived with
an overvalued exchange rate for
years mostly because Taka had
been pegged to the U.S. dollar
within the narrow band of 82-84
for an extended period until the
end of 2021. In an environment
where a developing country
experiences persistent inflation
differentials with respect to the
rest of the world and more so
against the cohort of
low-inflationary advanced
economies, a de facto fixed
exchange rate will result into a
persistent real appreciation. The
extent of real appreciation for
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Resolving Balance of Payment (BoP) Crisis

in Bangladesh

Bangladesh was large but
varying across countries. The
central bank shall need to
orchestrate a gradual
devaluation of the home
currency. A 30 percent nominal
devaluation has already
happened for Taka against the
U.S. dollar since 1 January 2022.
The exchange premium in the
kerb market is however an
indication of a continued
disequilibrium in the foreign
exchange market. The central
bank will likely consider a
further Taka devaluation to
eliminate the disequilibrium. A
currency depreciation will cause
private sector dissaving to

improve over time. However, it
may be coupled with some
fiscal policy reforms. For
example, a reduced corporate
tax rate will stimulate foreign
capital inflow and encourage
more capital expenditures by
local corporations. Bangladesh
Bank may also consider offering
new incentives in the form of
exchange premium and/or an
increased interest rate for
attracting an increasing flow of
remittances from non-resident
Bangladeshis.

Thirdly, tax authorities may
revise tariffs and non-tariff
regulations discouraging

imports of cars and luxury
consumer goods. A currency
devaluation itself will prove
discouraging for this kind of
imports. A new tariff in addition
and some non-tariff barriers will
further diminish their demand.
On the other hand, a reduction
in tariffs for food and energy
imports will mitigate
cost-pushed inflationary
pressures to some extent. But
the litmus test for the central
bank will be to guide exporters
to repatriate their foreign
exchange in real time. In times of
large  currency  devaluation,
exporters and domestic
residents will form an
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expectation of further
devaluation of home currency
and choose dollarization of their
financial assets. This downward
expectation revision is an
unmitigated sin and it can bind
policy makers in a spiral of
currency devaluation without
significant improvement in
external account imbalance.
Bangladesh Bank must focus on
managing this speculative
behavior of economic agents.

Fourthly, a monetary tightening,
and so raising interest rate
further, is now imperative in
order to depress components of
aggregate demand and bring
down inflation. Household
demand for consumption,
corporate demand for
investments and also
government  spending  shall
diminish as interest rates keep
rising. In an environment of
soaring inflation, a slowdown of
aggregate  demand should
rightly be the policy objective.
Bangladesh Bank may move
faster in this direction. A relative
economic contraction is now
desirable for reducing inflation
and improving the external
account imbalances.

A very unfavourable monetary
development has happens
across advanced economies
since January 2022. It is that
advanced economies have

invariably pursued monetary
tightening and so raising
interest rates after a decade of
low inflation and (near) zero
interest rate policies. It s
causing a reversal of global
capital flow putting many
developing and emerging
market (EM) economies on the
cliff. This reversal is causing fast
depletion of their foreign
exchange (FX) reserves,
liquidity crises in the financial
system, rising interest rates, &
currency crises across the
developing world. A global
capital  reversal will cause
financial market shocks.
Bangladesh too is now
embroiled in this unfavorable
global development. Many
developing countries  which
were hitherto resilient are now

hugely constrained by
dwindling foreign exchange
reserves and rapidly

depreciating home currency.

Finally, critics of the
government are drawing
improper equivalence between
Bangladesh and other South
Asian neighbors such as Sri
Lanka and Pakistan with respect
to the issue of debt
sustainability. The external debt
stock of the country was
reported to be $95.7 billion U.S.
dollars, which is 23.5% of GDP,
as of March 2023. Of this, the
external indebtedness of the

public sector was $73.5 billion. It
is about 17 percent of GDP and
81.4 percent of it was of
long-term in nature. Note that
the external indebtedness of the
government declined from 42
percent of GDP in 1991 to less
than 18.5 percent in 2023. The
total debt servicing is about 6
percent of current account
receipts (including exports of
goods and services and primary
income) and 0.82 percent of
GNI. An unfavorable
development has however
happened in area of external
indebtedness by the private
sector. This volume rapidly
increased from $9.2 billion in 30
June 2016 to $25 billion in June
2022. It was reported to be
$22.2 billion at the end of March
2023. This is an area which will
require critical supervision and
control of the central bank as 68
percent of this private sector
indebtedness is of short-term
credit. A disproportionate share
of this private sector external
debt is mostly suppliers’ credit,
unhedged, subject to variable
interest rates, and considered to
be opaque. Bangladesh Bank
may put in place more stringent
capital controls so that private
sector companies do not access
to any sort of foreign-currency
denominated debt  without
hedging against exchange risks.
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.ﬁ bstract
A digital bank is a bank

that operates online and
provides services to its
customers that were previously
available only at a bank branch.
[t provides users with greater
security than cash transactions
due to its encrypted platforms,
if properly deployed. Digital
Banking is availing of banking
services like opening bank
account, bill payment, cheque
management, balance inquiry,
funds transfer, etc. via smart
devices over the internet like
smartphones, laptop, desktop
etc.
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Introduction

Digital Banking is the
automation of traditional
banking services. The Digital
Banking is banking done
through the digital platform,
doing away with all the
paperwork like cheques,
pay-in slips, Demand Drafts, and
so on. It means availability of all
banking activities online. All
transactions, from opening an
account to transferring money,
paying bills, and more are done
online or in the mobile app. It
lets customers perform banking
transactions and access banking
services remotely, without
having to visit a physical
branch.

Methods of Digital
Banking payments

Following are the different
methods of digital payments
which do not require to be
made in the form of cash or
through cheque:

e Banking cards (Debit &
Credit): Banking cards can
be used for a variety of
digital transactions like POS
terminals, online
transactions, as a payment
medium in mobile apps,
which provide any kind of
service like grocery,
healthcare, rental cab
booking, flight tickets, etc.
The most popular cards are
issued by service providers
like VISA, MASTERCARD

etc.
- USSD (Unstructured
Supplementary Service

Data): USSD can be used for
carrying out cashless
transactions using mobile,
without the need for
installing any banking app.
The good thing about USSD
is that it works without the
requirement of mobile data.
The USSD can be used for
the following types of
activities: a. Initiating fund
transfers b. Making balance
enquiries c¢. Getting the
bank statements

- UPI (Unified Payment
Interface): UPI is the latest
digital payment standards
where the user having a
bank account can transfer
money to any other bank
account using UPI based
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app. UPI enabled payments
occur throughout the day
and all 365 days in a year.

Mobile Wallets: The users
can add money to their
virtual wallet using debit or
credit cards and use the
money added in the wallet
to perform digital
transactions.

Point of Sale Terminals: POS
terminals are installed in
shops or stores where
payments for purchases can
be done through debit and
credit cards.

Mobile  Banking: Mobile
Banking allows customers
to access their bank
accounts and perform
various banking tasks, such
as transferring money,
checking account balances,
and paying bills by using a
mobile device such as a
smartphone or tablet.

Internet Banking: Internet
banking allows customers

to access their bank
account and transfer fund
via facilities like BEFTN,
NPSB, NEFT, RTGS etc.
Customer can view account
balance, past transactions,
pay their utility bills and
recharge mobile remotely at
any time.

Benefits of Digital Bank

Following are some of the most
important benefits of using
digital banking payments:

* Transactions performed
through digital payments
systems are faster, easier
and more convenient than

traditional banking
transactions performed
physically by visiting the
branch.

 Digital transactions are
cheaper than the traditional
payment system.

*  The convenience of banking
from the comforts of home.

24*7 availability of access to
pbanking functions.

Paperless banking.

Enables set up of automatic
payments for regular utility
pbills.

Facilitates online payments
for online shopping etc.

Extends banking services to
remote areas.

Reduces the risk of
counterfeit currency with
digital fund transfers.

Strengthens privacy and
security for customers.

Allows misplaced credit
cards to be reported and
blocked instantly.

Restricts the circulation of
black money.

Lowers the minting
demands of currency.

Digital Banking Services

The following services could be
taken by a customer to use
digital banking:

Obtaining bank statements
Cash withdrawals
Transfer money

Checking/savings account
management

Opening a digital bank
account

Loan management
Bill payments

Transaction records
monitoring
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Digital Banking vs Online
Banking

 Digital Banking is an
umbrella term that includes
all banking activities
performed through
technological means. On
the other hand, Online
Banking is a part of Digital
Banking, refers to the daily
banking practices
conducted through
internet-enabled devices.

« The functions of Digital
Banking are extensive,
whereas Online Banking is
for more ordinary activities.

* Digital Banking poses
relatively  more  security
concerns when compared
to Online Banking.

*«  Online banking is a subset
of the master set of digital
banking.

Is Digital Banking Safe?

Traditional banks are just as
vulnerable to cyber-attacks as
any digital bank. After all, where
there is money, there will always
be a crime. In fact, all traditional
banks have moved online with
their own in-house mobile
banking apps and internet
banking websites.

Every day, banking websites are
hit by hacking attacks. While
this may be unsettling to hear, it
also means that digital banks
continually improve their
security to effectively protect
against such attacks. But that
doesn't mean that account

holders can be complacent.
Consumers must also  be
responsible for staying alert to
make sure their accounts are
protected.

When top of the class bank
security is met with alert
consumers, digital banking can
be incredibly convenient and
safe.

Why Digital Banking is
Safe?

« Strong data encryption:
Digital banks encrypt data
in such a way that only you
and the bank can
understand it while it is
being transmitted across
the internet. The encryption
is so complicated and
robust that hackers won’t
be able to crack it easily.

« Two-factor authentication
and OTP: Two-factor
authentication requires two
distinct forms of

authentication to log in to
your account, such as a PIN
code and a one-time
password (OTP) sent to
your smartphone,
authenticator app, or
biometrics.

Automatic time-out: As a
security  measure, you'll
automatically be logged out
of your digital banking
session if you've been
inactive for a few minutes.

Antivirus and antimalware
protection: Digital lbanks
use top-tier programs to
detect and prevent viruses
and malicious software.

Firewalls: Firewalls screen all
data entering and exiting
networks, block
unauthorized access and
stop traffic from unsafe
internet sources.

Cookies: Digital banks can
authenticate your mobile or
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computer device by placing
a cookie. If you use a new
device to log in to your
account,  you will be
required to re- enter
additional information.

* Credential confidentiality:
Banks never share your
personal information,
including usernames and
passwords with anyone, and
you shouldn’t too.

e Account monitoring: Online

account activity is
monitored for potentially
fraudulent activity. If

anything suspicious is
detected, you're notified
immediately.

Bangladesh Bank takes
Initiative for Establishment
of Digital Bank

The Bangladesh Bank has
invited applications from
entrepreneurs who are
interested to establishing digital
banks by BRPD Circular No. 08
dated 15 June, 2023 and also
published a guideline on how to
establish a Digital Bank.

Ten consortium conventional
banks in Bangladesh have come
together to create the first
digital bank in the country,
named 'Digil0 Bank PLC'. This
unique initiative  will  offer
branchless financial services
with a sovereign entity, marking
a significant step in
Bangladesh's banking sector.

The terms and conditions for
establishment of Digital Bank
include (but not limited to):

1. Must be a public limited
company licensed under
section 31 of the Bank
Company Act, 1991.

2. Initial  minimum  Paid-up
capital BDT 125.00 (One
hundred twenty-five) crores
shall be provided by the
Sponsors.

3. The minimum shareholding
stake of each sponsor shall
be BDT 50.00(Fifty) Lac.

4. Sponsors' contribution to
the share capital of the
proposed digital bank will
be required to be out of net
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worth declared to the Tax
authorities. Sponsors’
contribution out of
borrowings from bank or
financial institutions or from
anywhere else, even from
family members, shall not
be acceptable.

5. The sponsors/directors
must qualify the Fit and
Proper Test (FPT) criteria
applicable for the proposed
directors of Digital Bank.

6. The amount of BDT 5.00
(Five) Lacs should be paid
as a non-refundable
application processing fee.

Conclusions

Digital banking has become
increasingly popular in recent
years due to its convenience
and utility. The benefits of digital
banking will be more significant
and wide-ranging than online
banking or traditional banking.
With digital banking, customer
can enjoy the convenience of
managing their finances from
anywhere, the security of robust
encryption and multi-factor
authentication and the potential
for savings on fees, interest
rates. Digital Banking can
increase customer loyalty and
eliminate human error. Digital

Banking will help customers by
making cashless transactions
more convenient.
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The dream of the Father
of the Nation, Bangabandhu
Sheikh Mujibur Rahman, was to
have a country that is free of
poverty, where economic and
social justice prevails, and where
there is shared prosperity. The
Bangladesh government has
been adapting and
implementing periodical
strategies to realize the dream
of Bangabandhu as well as
improving  the  quality of
people’s life. The ambitious
socio-economic plan laid out by
Bangladesh in  the 2021-41
perspective plan implies that
Bangladesh will need to make
the journey from “Digital” to
“Smart”. Continuing from the
Digital Bangladesh Vision 2021,
the Vision 2041 is aimed

specifically in eliminating
extreme poverty and reach
Upper Middle-Income Country
(UMIC) status by 2031 and
High-Income  Country  (HIC)
status by 2041,

But becoming ‘Smart’
essentially means becoming
focused on data centric design
and human centric experience
rather than automation &
digitization. ICT will play a key
role in achieving the Smart
Bangladesh Vision and  will
straddle in 4 key pillars, which

1 Smart Citizen

2 Smart Government
3. Smart Society
4

Smart Economy

BANGLADESH
2[]41

| AND THE
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Figure: Programs for achieving Smart Bangladesh ICT 2041 Vision

Action across these 4 pillars will

embedded in their way of life

2030 through implementation

ensure that Bangladesh but will also collaborate with the of a universal digital ID. Unique
collectively achieve the govt. and industry for digital ID will be fundamental to
objective of  creating an co-creation of services and important strategic objectives
innovation economy through policy making. This Pillar like social safety net, financial
fostering ICT and scientific consists of 4 key programs inclusiveness, revenue collection
research. The details of these around Universal Digital 1D, etc.

four programs are described Citizen up-skilling, Digital

below: Collaboration Platforms and 1.2. Citizen Upskilling

1. Smart Citizen

The Smart Citizen Pillar aims at

Smart Bangladesh Campaign.

1.1. Universal Digital ID

This program is divided into 3
parts. These are:

empowering the citizens of | A universal digital ID will enable |- 1. Digital  Skilling - Digital
Bangladesh with a digital first powerful  use-cases  across | - Skilling Across All Levels of
mind-set  through  driving | multiple  aspects a |- the Society
campaigns and implementing Bangladeshi's life. As per . :

. . . 2. Digital C |
widespread digital literacy benchmarks, Bangladesh can [ Igital Lurricuium
programs. Smart citizens of aspire to target economic value | 2. Smart Device Access

2041 will not only have digital

impact of up to 6% of GDP by
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1.2.1. Digital Skilling

The Prospective Plan 2021-2041
outlines a 3-pronged strategy to
shape Bangladesh into an
innovative economy:

1. Software innovation &
service digitization

2. Fusion of labor advantage
with high-tech innovation

3. Leveraging 4IR for
competitiveness and low
carbon economy.

The execution of these
strategies will be driven by
digitally ready citizens. Digital
skills are a critical enabler to
shape digitally ready citizens. A
nation-wide coordinated digital
skilling program is imperative to
embed digital skills at all levels
of society.

1.2.2. Digital Curriculum

Digital literacy underpins all key
elements of Bangladesh's Vision
2041, from becoming a digital
society to driving tech-led
industrialization to developing
an innovation economy based
on 21st century human
resources.

A broad portfolio of digital
literacy, skills, and competencies
must  hence be developed
starting from an early age
across sectors and levels of
society - from ensuring all
citizens are equipped with the
basic skills required to use smart
devices and computers, to
developing a subset of digital
innovators.

1.2.3. Smart Device Access

Widespread access to smart
devices such as smart phones,
laptops, and tablets will be
fundamental to achieving
Bangladesh's  Digital  Vision
2041. Usage of smart devices is
expected to grow rapidly over
the coming years. However,
levels are low today and smart
device mix is weighted towards
lower tech devices. Adoption of
more advanced and versatile
devices such as laptops and
tablets are lower still.

1.3. Digital Collaboration
Platforms

Building  citizen-citizen  and
government-citizen
connections are part of
Bangladesh's Vision 2041, to
stimulate innovation and
improve governance, with
ambitions including:

¢ Connecting citizens in the
ways most meaningful to

them
*  Citizen-centric civil
administration
Democratization and

decentralization

As internet and smart device
access increases, digital
technology can be applied to
achieve these goals through
digital collaboration platforms.

1.4. Smart Bangladesh
Campaign

Digital Bangladesh movement
has laid strong foundations for
Vision 2041. One of the key
pillars of Digital Bangladesh has
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been  ‘Connecting Citizens’,
where Bangladesh has made
strong progress in providing
access to digital technologies
through national projects like
info-Sarker, Union Digital
Centers, etc. However, to realize
Vision 2041, Bangladesh needs
to create digitally-ready citizens
who are empowered with more

than just digital access and
digital skills. They are driven by
digital-first  mindset to use
digital technologies to benefit
their lives and contribute to the
society. Bangladesh needs a
decade-long national campaign
to sow digital-first mindset
among all citizens in all aspects
of day-to-day life.

2. Smart Government

Smart Government of 2041
should be able to bring to life the
concept of “invisible governance”
through implementation of 100%
paperless offices and hyper
personalized service platforms

across priority areas like
healthcare, education,
agriculture, revenue

management, public security etc.
It will engage in proactive and
collaborative policymaking to
catalyse Bangladesh’s evolution
on frontier technologies. Smart
Government  will  consist  of
multiple initiatives across
different Ministries and Divisions
and also national platform
initiatives like national
e-procurement marketplace,
digital job platform, etc.

2.1. Smart Healthcare

Bangladesh has ambitious
health targets for 2041 which
are around increasing life
expectancy by 8 years, reducing
maternal mortality and infant
mortality  rates  significantly,
increasing  health  insurance
coverage to cover at least 75%
of the population etc. To make
this possible, Bangladesh will
require key step changes in
accessibility, coverage,
affordability, and quality of
healthcare. Digitalization s
going to be a key enabling
factor  towards all these
dimensions and Bangladesh
must look at creation of an
ecosystem which puts Digital
System at the heart of the
healthcare ecosystem of the
future.
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2.2. Blended Learning

World class, universal education
is a key ambition for
Bangladesh, both as an end in
itself, and as a means of
harnessing the demographic
dividend.

Digital technologies and
tech-enabled methods can play
an important role in addressing
the challenges faced by
Bangladesh in driving
world-class, inclusive education,
through a Blended Learning
education model.

2.3. Smart Land Management

A fully digitized land records
system in Bangladesh  will

ensure transparency and
fairness for citizens, while
incentivizing investment,
through smart technologies
such as:

e Establishment of Combined
Land Management System

. Registration of land via an
online self-service platform

*  Transfer of land paid for and
traced digitally.

. Digital Surveying, Mapping
and Record Management

* Surveying regularly to be
updated, optimized by
management software.

 Land records organized in a
single centralized database.

¢ Land zoning and mapping
conducted via  Satellite
imagery

«  Establishment of Cadastral
Database

2.4. Smart Postal Services

Smart postal services in
Bangladesh will ensure
efficiency, security, and
inclusivity by leveraging frontier
digital technologies including:

. Purchasing of postage via
app-based order and pay

«  Collection/  drop-off of
parcels automated through
an loT-based system.

Blended Learning | A long term Blended Learning education model can build on
Bangladesh's plans to deeply integrate digital technology from end-to-end

First wave
- Digital content (supplementing
traditional textbooks)

Second wave
» Smart, interactive e-books
« Al-based content personalization

« Massive open online courses (MOOCs)

Content and
resources

Non-exhaustive

First wave
« Project-based learning
« Formative/ continuous assessment

Tech enablers
« Personal digital progress dashboard
« Peer-to-peer video assessments
« Learning Management System

Blended
Teaching- Learning First wave - fm
ﬁ " @ learning Teacher « Face-to-face training
rst wave i i e Online training
. Face-to-face practice capacity
. Live online development, Second wave
« TV/radio « Digital teacher support tools

Recorded classes * ML/ Al-based assessment

Inclusive
infrastructure

Second wave
« Kumon-style out-of-school learning
« Flipped, self-study-led model’
« Student-to-student online co-working
K- AR/ VR visualization and interaction

First wave
« High tech solutions balanced with low
and no tech options to limit digital divide

Figure: Blended Learning framework
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 Sorting of parcels using
robotics and augmented
reality wearables

Cross-country logistics
facilitated by route
optimization software.

e Last mile delivery using
drones and facial
recognition ID verification.

*  Fintech Services
2.5. Smart Agriculture

Digital technologies will
revolutionize  agriculture in
Bangladesh, increasing vyields,
reducing wastage, and
stimulating economic growth,
including:

* Input sourcing based on
smart requirement
forecasting.

 Tilling of farmlands via
mechanized precision
methods

*  Planting guided by weather
forecasting data and soil
sensing analytics.

. Irrigation & spraying using
drone-based geo imaging

and smart irrigation
systems.
*  Harvesting of crops

optimized by 10T crop
readiness sensing.

« Trading of produce Vvia
digital marketplaces with
market-timing analytics

« Processing & packaging

using robotics and
blockchain tracing
technology.

* Logistics with greater
visibility through loT load
and vehicle tracking

2.6. Smart Judiciary

The judiciary of the future in
Bangladesh will be effective,
efficient, and fair, leveraging
advanced digital technologies
across the judicial process,
including:

* Case analysis using digital
case files with real-time
updates.

e Trail conducted via an
e-Courtroom system.

*  Enforcement of trial
outcome via a digital
custody management
system

«  Appeal/ dispute resolution
leveraging artificial
intelligence tools.

¢ Legal proceedings
optimized using a real-time
case management system

2.7. Smart Borders

Bangladesh’s borders of the
future will enable secure and
seamless movement of people
and goods by leveraging digital
technologies including:

*« Traveler authentication via
digital passports,
accelerated with
optimization software.

«  Border security using facial
recognition and live
monitoring via geo-imagery.

e Customs checks using
blockchain load verification
and Al compliance software.

¢ Payment of customs dues

through digital
pre-payment and cashless
methods

¢ Warehousing of goods
using robotics and track
and trace technologies

2.8. Smart Transportation
2.8.1. Smart Roadways
Smart Roadways of Bangladesh

will be powered by multiple
digital technology interventions

66

JULY - SEPTEMBER 2023 | The Bangladesh Accountant



across the road value chain,
some of which are as follows:

e Smart development and
planning enabled by
geospatial network
planning, traffic analysis and
simulation, etc.

e Smart design and
engineering enabled by
remote sensing topographic
surveys/maps, radar based
sub-surface utility mapping,
auto traffic counter
classifier, digital cadastral
mapping, 3D modelling, etc.

*  Smart construction enabled
by advanced construction
technologies, SCADA, etc.

* Smart road operations
enabled by

a. Mobility solutions like
smart highways and
bridges

b. Maintenance solutions
like digital twins

c. Tolling solutions like
electronic toll
collection, express
tolling solutions

d. Safety solutions like
smart loop detectors,

smart traffic
management and lane
control system,
geo-analytics for

blackspots,  weigh-in-
motion systems

2.8.2. Smart Railways

Smart Railways of 2041 in
Bangladesh will be powered by
multiple  digital  technology
applications across rail
infrastructure, rolling stock, and
rail transportation. Some of the

most relevant technologies that
will shape smart railways include
Industrial loT, Big data and Al,
Augmented and virtual reality,
Location based services and
Geographical Information
System (GIS), Cloud and digital

platforms, and Mobile
high-performance networks.
These technologies can

potentially power use-cases
across all 3 segments of the
railway sector, some of which
are outlined below:

*+ Use-cases in rail
transportation include
digital platform covering
customer journeys,
personalized
communication  offerings,
embedded payment

processes, digital train
station, digital platform for
planning and management
of freight transport,
intermodal freight transport
through automated and
digitally interlinked traffic
hubs, distributed ledgers,
etc.

* Use-cases in rolling stock

include VR based
optimization of rail vehicle
design, connected
machines in vehicle

manufacturing, Al based
prediction of mobility
behavior of passengers and
goods, real time location,
intelligent  freight trains,
predictive maintenance of
rolling stock, robotic train
maintenance, etc.

» Use-cases in rail
infrastructure include digital
twins, automated timetable
development and
dispatching, digital

interlockings, fiber optic
sensors for object
detection, Al based image
analysis for predictive fault
detection, etc.

2.9. Smart Tax

A digitized tax system in
Bangladesh will drive efficiency
and transparency, while
minimizing taxpayer effort and
lost revenue, enabled by digital
technologies such as:

¢ Registration for taxes via an
online self-service platform
using digital ID verification.

* Declaration of earnings
supported by Al assistant.

*  Validation of taxes
conducted with machine
learning to detect evasion.

* Reports generation
automatically and stored in
a single centralized
database.

¢ Payment completed

digitally with automated
calculation of refunds due.

2.10. National Procurement
e-Marketplace

Public procurement is a key
responsibility of government,
with considerable impact on
levels of budget efficiency,
government effectiveness, and
corruption in a country. Digital
technology can be adopted in
the form of a national
procurement e-marketplace - a
centralized, unified
procurement platform through
which government agencies can
relate to vendors, to facilitate
and optimize category-based
transactions.
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2.11. Digital Job Platform

Job creation is central to
Bangladesh’s Vision 2041 - in
terms of harnessing the
demographic  dividend and
driving a zero poverty,
innovation economy - and a
broad, well-functioning digital
job platform can play an
important  role in  driving
employment and inclusion.

2.12. Smart Social Safety Net

A smart social safety net in
Bangladesh will ensure rapid,
effective, and inclusive response
to crises for the country's
vulnerable citizens, enabled by
digital technologies such as:

« Cash transfers via mobile
money and digital biometric
ID verification

Public works job creation
with digital personal skKills
profiles and low skill gig
platforms

Emergency food and
clothing using remote drone
delivery.

Emergency enterprise loans
based on mobile money-led
MSME credit ratings.

Education, health, and
housing incentives
integrated  with  health/
education data.

Natural disaster response
coordination using Al
prediction and
management software.

2.13. Smart Public Services and
Paperless Administration

Digital tech can play a vital role
in building world class
government in Bangladesh, by
replacing paper-based
processes and transforming
services.

Bangladesh has ambitious goals
for efficient, accountable,
user-centric public
administration and service
provision, but faces several
challenges that are holding the
country back from realizing this
vision:

2.14. Police Modernization
The police force of the future in

Bangladesh will be responsive
and proactive, leveraging
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advanced digital technologies
across operations and
administration, including:

Prevention of crime using
predictive analytics to model
future risks.

. Detection of crime via smart
video surveillance systems
and Al

e Crime identification &
prevention via smart digital
solution through
community engagement

e Crime response organized
with resource deployment
optimization software and
capacity building for fastest
response to cyber threats.

* Investigation aided by
digital casefiles and
biometrics.

*  Administration of police via
digital  criminal  records
database and collaboration
tools

* Intelligence collection and
analysis through smart Al
based monitoring system

and big data analytics

 Capacity building  with
Security Operation Center
(SOC), Cyber Command
Center etc. for effective
cyber monitoring and to
ensure cyber security.

2.15. ICT Policies

ICT policies are essential to
promoting the multipurpose use
of ICT and to ensure
transparency and accountability
of citizens, government, and
businesses to achieve national
development goals.

Series of following recent trends
have implied that Bangladesh
needs to think about polices in
Cybersecurity, Emerging
Technology (particularly Al) and
ease of doing ICT business.

Cybersecurity and Data
Protection policies -
Increase in number of data
breaches and data privacy
infringements along with
increase in use of free &
open software as a platform

«  Emerging Technology
policies - On-going
“technologization” of
society through emerging
technologies (e.g., Al, loT,
Blockchain etc.) along with
an impending data
explosion through use cases
from smart city enabling
technology (e.q, Al,
connected devices etc.)

e Ease of doing ICT business
policies - ICT is increasingly
a key driver of economic
development for emerging
and developed markets.
There is also high level of
interdependence between
economic activity and ICT
infrastructure development.

2.16. Digital
Academy

Leadership

Digital Leadership Academy
(DLA) will be a government-led
program with 2 key objectives:

e Digital upskilling and
re-skilling at all levels of the
Government, from Local
G overnment
Representatives to MPs.

*  Unlocking digital
transformation capabilities
in private sector leadership
by extending offerings to
select C-suite executives
across focus sectors

2.17. Smart Planning

Government future plan will be
sustainable, effective and
timebound, leveraging
cutting-edge digital
technologies throughout the
socio-economic  development
plan including.
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*  Preparation, processing &
appraisal of development
project using digital
technologies.

* Digital formulation of
annual development
program.

*  Preparing national plan
leveraging artificial
intelligence tool.

* Digitization of social science
research.

« Digitization of Monitoring &
Evaluation System.

3. Smart Society

Smart Society will essentially be
characterized by inclusive
communities and sustainable
living. Digital tolerance, ethics,
and values will be embedded
among citizens. High degree of
inclusivity — will  be enabled
through interoperable cashless
payment ecosystem, easy
access to credit etc. and life will
be sustainable & resilient in
smart cities, energized by smart
grids and boosted by an
integrated technology platform.
3.1 Inclusive Financial
Ecosystem

The National Financial Inclusion
Strategy of Bangladesh aims to
achieve 100% financial inclusion
by 2025, by providing at least
one regulated financial service
account to all adults by that
year. It has identified
digitalization and innovation as
key thrusts in the journey to
sustainable and impactful
financial inclusion.

There are 5 key requirements to
inclusive financial ecosystem in
Bangladesh.

a. Innovative digital financial
services that respond to
market’s needs with good
product-user fit

b. High volume of digital
financial transactions
enabled by interoperability
of payment systems

c. A financial regulatory
framework that empowers
innovation to bank the
unbanked

d. Widespread access to
telecom networks / internet
and mobile devices

e. Adequate financial literacy
among users

This program focuses on the
first two requirements, as digital
technologies play a central role
in achieving them. The fourth
requirement will be an outcome
of 2 other programs in the
Master Plan - Universal Internet
Access and Smart Device
Access.

The ICT sector should
strengthen current efforts
towards financial inclusion
through 2 following programs:

3.1.1. Interoperable Payments
Ecosystem

A common platform for
interoperable payments among

people, business, and
government to scale up digital
transactions driven by
convenience and lower

transaction costs.

3.1.2 FinTech Accelerator

A unified platform to support
FinTech players with an
ecosystem of innovation,
banking partnerships, funding,
and regulatory testbeds, with
potential to accelerate growth
of FinTech  ecosystem in
Bangladesh. FinTech startups
need more than just regulatory
support to achieve scale.

3.2. Green Sustainable Smart
Bangladesh

3.2.1. Smart Cities

Smart Cities (SC) will help
Bangladesh make its citizens,
economy, and society more
socially, economically, and
ecologically sustainable and be
more responsive to the needs
and desires of its residents and
hence, helps improve overall
quality of life.

3.2.2. Smart Grid

Smart Grid incorporates digital
technology into a power grid, to
allow two-way flows of
information and power.
Implementing a Smart Grid
project for Bangladesh would
help them draw  benefits
including remote monitoring
and control of the power grid,
better integration of renewable
energy sources, and improved
interactions with citizens.

Bangladesh can expect 5 key
priority outcomes from the
implementation of Smart Grid
initiative -

¢ Reliable and resilient supply

«  Automated system
monitoring & control

* Integrated renewable energy
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*  Effective customer 3.3. Digital Tolerance and
engagement Culture Movement

*  Grid as a platform A nation-wide movement will be
steered to embed digital

3.2.3. Digital Climate Resilience i = :
hygiene among all citizens in all

Climate resilience is a critical aspects of daily life. The primary
element for Bangladesh to solve objective  will be achieved
the environmental, socio- through 3 sub-objectives:

economic & demographic
stresses it will cause. Green
growth based on

a. Building citizen awareness
on cyber wellness to

limate-resil g g empower effective
climate-resiience, reduce evaluation of digital
pollution, and data-driven )

) . content;
climate management is a key
ambition for Bangladesh. b. Educating citizens on basic
Bangladesh should look to cybersecurity to drive safe
leverage various digital use of digital solutions; &

technologies to help them
become more resilient as well to
adapt to the impact that will be
created through climate change.

c. Embedding digital ethics to
drive responsible use of
digital solutions.

3.4. Smart Bangladesh Stack

Smart Bangladesh Stack will be
the Government’s technology
ecosystem supporting the
design, building and delivery of
unified digital services in Smart
Bangladesh. The ecosystem will
be powered by 3 key elements:

¢ Digital identities that
empower the existing
identity systems in
Bangladesh.

« Digital assets comprising
data ecosystems, digital
money, etc.

 Digital transactions, for
example, digital payments,
open exchange of data, etc.

Bangla Stack will be the invisible backbone of Smart Bangladesh, spanning 3 layers

C\f—-" ° Not exhaustiv,
Registries Education
& . . Taxes and customs
_\ Primary education
Company
Justice info updates Secondary @
; 4
education
Address Higher Tax returns Immigration
updates education
Judicial
Housing . Idl' q Educator Visa, work
proceedings National e Border e é
. citizen ID training customs
Building . _
permits e Public-housing Social Services
services SCRUCES
e.0 Tenancy Employment
se Vehicle G 3 |ayers & job search
N i 4 Payments to
Transportation - registrations of the Bangla Stack pensions
Driver's li i
fversiicenses Platforms for decentralized data storage Sub3|dy. EIC
! benefits Public .
Reservations Traffic and consent-based exchange of data Communities
management [eeclacs
6 _g_J Data layer Platform for interoperable payments Certificates
Banking o
Finance Financial Uni tional digital ID as the singl
Credit Pl Payments layer que national digital ID as the single
| red markets = Y Y source of truth
nsurance
Wealth ‘@ ) Healthcare
management proagjidentity/ayen Health

Figure: Layers of the Smart Bangladesh stack
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Layers of Smart Bangladesh
Stack: Smart Bangladesh stack
will be the invisible backbone of
Smart Bangladesh, spanning 3
layers.

4. Smart Economy

Smart Economy will be about
creating an innovation economy
to enable Bangladesh to be on
the fore-front of ever evolving
industrial technology revolution,
especially across priority
segments like Readymade
Garment (RMG) & Textiles, Light
Engineering, Agriculture etc.
This will go hand in hand with
creating a $50 Bn ICT industry,
creating a robust  startup
ecosystem. Combinedly these
will position Bangladesh to build
on its current industrial
strengths & become technology
forerunners in the same.

4.1. Fourth Industrial
Revolution (4IR) Industry
Accelerators

Production is already being
transformed across the world by
4IR  technologies such as
advanced robotics, additive
manufacturing, and augmented
reality. While this represents an
existential threat for some
professions and sectors in
Bangladesh, it is also a major
opportunity for the nation to
increase productivity, stimulate
innovation, and to carve out a
new role in global value chains.
Bangladesh would like to be in a
position in the 4IR technology
domain where she can achieve 3
objectives:

* Digitally native industry
operations e.g., digitalized
intelligent supply chain.

* Product innovation eg,
nanotechnology enabled
fabric.

* Industry specific 4IR tech as
a revenue generator e.Jg.,
Industry specific
technology solutions like 3D
printing-based collaborative
design of sweater can be
exported.

4.2. ICT Industry Acceleration

Realizing a $50 Bn ICT GDP by
2041, would mean elevating the
sector’s national GDP
contribution from less than 1% to
2-3% by 2041. Government of
Bangladesh has triggered
actions across financing, talent

development, policy
enablement, and infrastructure
development to build

foundations for the ICT sector. A
recent steer towards national
adoption of emerging
technologies is evident from
national strategies by ICT
Division on Artificial Intelligence,
Robotics, Internet of Things,
Block chain, Cyber security, and
Microprocessor Design.

ICT Industry Acceleration
Program will pivot around 4 key
components:

e Smart ICT Investment
Promotion Agency (IPA):

e Systemic ICT Export
Promotion

* Nation-wide Stimulation of
High-value IT/IT-ES Projects

*  Holistic capability build for
the ICT sector

4.3. Startup Bangladesh

Growing the Startup Ecosystem
will help Bangladesh to achieve
several key objectives of Vision
2041 such as ‘Industrialization
and Trade’ through creation of
more jobs and lowering of
unemployment, ‘Urban
Transition’ through the
reallocation of wealth raised by
entrepreneurs to fund their
ventures, ‘Innovation Economy’
as Startups indirectly help in
subsidizing R&D costs of a
country and ‘Human
development’ as Startups help
younger employees become
versatile in many skills.

4.4. Smart Commerce

The e-commerce sector in
Bangladesh is projected to be
~$8 Bn (in revenues) in 2022 and
is projected to grow at 22-23%
Compound Annual Growth Rate
(CAGR) during 2022-2025. The
sector has seen emergence of
multiple e-commerce startups
viz. Chaldal, ClickBD, Daraz,
NEO Bazaar, etc. The
Government of Bangladesh has
taken considerable steps to
drive growth of domestic and
cross-border e-commerce.
Ministry of Commerce,
Bangladesh, launched the
National  Digital Commerce
Policy, 2018. Pursuant to the
policy, the Ministry of
Commerce formulated Digital
Commerce Operation
Guidelines in 2021 with the aim
to inject accountability, liability,
and transparency into
e-commerce businesses. The
guidelines have defined the
contours of delivery timelines,
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consumer rights, prohibitions
and requirements on products
and services, marketplace

registration, and records &
payment processing.
4.5. Technology and

Infrastructure Backbone

4.5.1. Universal Internet Access
- Internet Infrastructure

Improving internet access is a
key enabler to achieve several
key elements of Bangladesh’s
Vision 2041 - it helps in
providing macroeconomic
stability by contributing to GDP
growth as well as supporting
innovation by driving enhanced
learning outcomes as well as

supporting development  of
Startups and SMEs.

4.5.2. Government Cloud and
Data Centers

With  the impending data
explosion in Bangladesh due to
several factors such as increase
in internet penetration,
expanding Govt e-Services,
smart city initiatives etc,, it is
becoming increasingly
important for Bangladesh to
create its own scalable and
flexible cloud infrastructure.

It is expected that the ICT
Master Plan 2041 prepared by
the Government of Bangladesh

Smart Bangladesh 2041 Vision
through milestones identified
for each program across 2025,
2031 and 2041.

Implementation and Program
Governance Roadmap

Each of the 40+ mega programs
proposed in the Master Plan will
go through 4 phases of
evolution, leading to the goals
of 2041 and the stages are
Launch, Stabilize, Scale, and
Excel. Each program is
important, and their sequence
of launch has been designed on
3 key factors - Impact,
Readiness and Control.

will  contribute

to achieving

Every program will go through 4 phases of evolution

1. Launch

o

« Program blue-print
creation

« Prioritization of
initiatives within
program

« Design and launch of
Minimum Viable
Product/pilots

Program impact

Source: BCG analysis

« Stabilization and
performance
assessment of
pilots / MVPs
Ecosystem build
for program scale

up readiness, e.g.,

partners,
regulators etc.
Stabilized
program level
governance

Course corrections
based on pilot
retrospectives
Scaled nation-wide
roll-out of initiative
Functionality
expansion
Learning
retrospectives &
futuristic roadmap
planning

4. Excel

» Continuous review
of program
components and
objectives
Design and
implementation of
continuous
innovation plan
Continuous
upgradation of
innovation plan

Smart Bangladesh

2041 goals

Smart
citizens

Smart
Government

Smart
Society

Smart
economy

Timeline of implementation

Figure: Implementation Strategy
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Conclusion

Bangladesh has seen good
investment and job growth
recently, as evident from the
investments done by large
players like Hyundai, Samsung,
Nokia, Vivo, Walton, Oppo,
Symphony etc. with 21000+
employment being created in
Bangladesh Hi-Tech Park
Authority  facilities. Fintech
startups have also seen rapid
growth in  Bangladesh; for
instance, bKash has been a
spectacular success, and
multiple other players have
come up with innovative
offerings in the digital payments
space, including Nagad and
Upay. There have been notable
moves in the last decade around
setting up of Aspire to Innovate
(a2i) and Startup Bangladesh,
re-drafting of the National ICT
Policy in 2018 and the

e-Government Master Plan for
Digital Bangladesh formulated
in 2019.

All  these and many more
initiatives have created a solid
foundation for Bangladesh to
build on and there are multiple
indicators, which emphasize the
need to attain further levels of
maturity in digital and
technology to be able to move
from a Digital Bangladesh to a
Smart Bangladesh.

But Bangladesh needs to
establish itself as a leading
center for frontier technologies,
attracting large ICT players to
invest. The country's digital
adoption is high, but untapped
potential remains. Accelerating
smart technology research and
re-skilling workforce is crucial
for achieving vision 2041.
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he acronym that was
once coined in 2001 by

Goldman Sachs
economist.  In the current
perspective BRICS has become
an elite nomenclature of world
economies’ groups. BRICS now
comprises the growing
economies of Brazil, Russia,
India, China, and South Africa.
These are foreseen to be
dominant global economies by
2050. Collectively these
countries make up about 26.7%
of the world's geographical
surface, 25% of the world’'s GDP
and 415% of the global
population. Together with all
these factors, low labor cost and
the abundance of natural
resources BRICS is becoming
wider and more powerful as
time passes on. As such the
success of BRICS could mean a
historic paradigm shift in global
development dynamics. In all
likelihood it would potentially be
threatening the dominance of
other economic cartels like the
USA and EU.

Russia initiated the creation of
BRICS and on September 20,
2006. It had held the first BRIC
Ministerial summit. The summit
was attended by the foreign
ministers of Brazil, China, and
Russia as well as India's defense
minister out of the countries’
thrust to increase the
multilateral collaboration
amongst them. At the initiative
of Russia, on May 16, 2008, they
hosted a meeting of BRICS
Foreign Ministers at
Yekaterinburg, Russia.
Subsequently the first BRIC
Summit was held on June 16,
2009, at Yekaterinburg. With

South Africa joining, it became
BRICS, as we know it now.

Current Scenario

When the term BRICS was first
popularized, the countries that
made up the group were all
growing fast and developing
economies. Most economists
foresaw that this group would
balance the of the global
economy by now. Of course,
they are collectively still very
powerful taking China, not only
from a purely economic point of
view but also simply because of
the resources, manpower, and
technology in possessions
including nuclear weaponry. But
most of the countries have by
now slowed down the progress
significantly. One reason the
BRICS group has not done
much is because China & India
having rift. Another reason is
that Russia's growth has been
unsustainable for over a decade
before. In the post days of latest
round of sanctions, and after its
invasion of Ukraine, a further
squeeze in already pngoing.
Brazil also has lost close to half
of its economic output in the
last 10 years, and its recovery
from COVID is slower in the
backdrop of ongoing political
onslaughts. South Africa has
been much the same depicting
no real economic growth in the
past decade. Even China, whose
economy previously seemed
unstoppable, is confronting
more difficulties as it develops.
The outlook is not as optimistic
as it was anticipated. Even while
the world as a whole has grown
significantly, these countries are
going to have trouble pulling the
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strings of the global economy.
Unless they can manage on their
own, its’ much talked about
group dynamics is not going to
help them either. All the BRICS
nations and the potential BRICS
members are to travel further
together to be more closer
allies.

Achievements so Far

One of the biggest projects
rolled out since the group's

formation was the
establishment of the New
Development Bank, most

commonly known as the BRICS
Bank, which is similar to the
International Monetary Fund .Its
mission is to invest in
developing economies and
improve their participation in
global trade. However, in its
history, the BRICS have only
authorized projects totaling $33
billion. Alongside this, the World
Bank promised $104 billion in
just its 2022 budget year. BRICS

countries launched vaccine and
R&D centers on March 2022 and
have donated over 1 billion
doses of COVID-19 vaccines.
Furthermore, BRICS plans to
have its own Olympics, their
own cable, their own kind of IMF,
and their own reserve currency
for the rest of the world. To
enhance cultural exchanges
among BRICS countries, cultural
festivals in 2017 were
successfully held.

Urgency for a New
Currency

USD accounts for 88% of all
international transactions and
the demonstration of Russia
being cut off from global
payments networks showed a
lot of countries that their
reserves could be rendered
useless if they did something
that one country did not like.

Recently BRICS has announced
plans to introduce a new

currency with hearsay that
could even be backed by gold
.Such matters are being talked
about this since 2009, but no
progress has so far achieved.
Even if they did manage to
introduce this new currency, it
would  probably only add
inflexibilities and complications
to just trading in their existing
currencies because it would

require macroeconomic
convergence, banking
unionization, and fiscal

unionization  which are all
onerous requirements for a
common currency.

A More Expanded BRICS

The recent BRICS summit in
August 2023 welcomed six new
members: Iran, Saudi Arabia,
Egypt, Argentina, the UAE, and
Ethiopia, to officially join the
group in January 2024. The six
members were chosen after
reaching an agreement among
all the existing BRICS nations on
the basis of criteria and
procedures of the BRICS
expansion process. The six
newest members also come
from a variety of economic
backgrounds. For example,
Ethiopia is a low-income
country while Argentina s
amidst major economic
difficulties. Saudi Arabia, the
UAE, and Iran on the other hand
are oil rich nations. Iran, for
instance, is one of the nations
that would profit from a trading
system other than one
dominated by the dollar when
the participants would start
conducting transactions in their
own currencies. These countries
wish to be shielded from
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economic sanctions and other
sanction measures that the
West might employ against
them.

While the BRICS group presents
itself as an enormous alliance, it
is important to recognize that it
primarily revolves around China.
China's economic output
surpasses all  other BRICS
countries combined, making it
the central economic force of
the group. While the combined
strength is impressive, individual
BRICS countries would face
challenges, from economic
crises to political turmoil. This
may hinder the concept of
BRICS for being a growing
economic powerhouse.

Bangladesh's bid for
membership in BRICS deferred.

Bangladesh had eagerly
expressed its desire to join the
BRICS group and formally
applied for membership.
However, Bangladesh was not
granted membership this time
and it was deferred.

BRICS had already been in the
process of enjoining of new
members for a considerable
period. This marked the first
phase of BRICS expansion, and
despite initial differences among
its members, the expansion
went ahead. Bangladesh had
adopted a cautious "go-slow”
strategy, which may, in
hindsight, prove to be a blessing

in disguise. In the midst of an
unpredictable global economy,
coming together under the flag
of BRICS its members together
do have the ability to define a
brighter and more prosperous
future for both the alliance and
the globe as a whole.

Henceforth, if Bangladesh s
given chance to join BRICS, it
might potentially increase trade
and investment by securing
loans with cheaper interest rates
and fortifying ties with other
member nations. Additionally, if
BRICS ever creates a different
type of currency or trading
system there will be more trade
between Bangladesh, China,
and India. This will create a
win-win situation for all the
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member countries in general.
The world is looking forward to
this revolutionary voyage, in
which BRICS and Bangladesh
will ascend further heights for
shared economic success and
would exploit much more
privileged future prospects.

Conclusion

In  conclusion, BRICS is an
intriguing case study in the
dynamics for global economic
cooperation. While their
potential economic might is
significant, the group's internal
challenges and divergent
interests may undermine their
long-term success. As seen in
the past economic collaboration
has been a powerful tool for
promoting global peace and
success. Now will the BRICS
coalition can really bond and
reform the global economy or
will it remain a loose grouping
with limited power, will be
unveiled in passage of time & a
new vista opens from an
expanded BRICS !
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n ntroduction
Bangladesh labour force
has significant contribution to
the growth of its economy.
About 582% of people are
engaged in different sectors of
economy. Bangladesh has youth
population between the ages of
15-24 and gets at least 2 million
youth to its workforce every
year. Bangladesh continues its
efforts to resolve the complaints
raised under Article 26 of the
ILO Constitution and the EU in
bringing qualitative changes in
the labour sector. The recent
changes in Bangladesh of
women entering the workforce
in larger numbers than ever
before have been reflected by
the provisions of recent changes
in labour rules in September
2022. Amended law will be also
applied to all industrial zones in
the country. Despite changes,
there are certainly area of
concern.

Background

The Act was updated through
its amendments in 2013, and
2018. Labour law compliance
increased extensively since the
introduction of Labour Act
(BLA) 2006 and the
Bangladesh Labour Rules (BLR)
2015. Bangladesh has earned its
reputation in the international
market as one of the top labour
intensive countries in the world.
With its domestic readymade
garment (RMG) industry and
internationally recognized
labour export sector, there were
more demand of the Labour law
compliance, which was
mitigated through the

introduction of Labour Act
2006 and the Labour Rules
2015. Nevertheless, our labour
laws had been under severe
scrutiny from different
international organizations.

After the Labour Law Act in
2006 and Labour Rules in 2015,
it was further amended in 2013
and 2018 aiming to ensure the
productivity, the wellbeing of
working class as well as to
respond appropriately to the
compliance of human rights
pressure groups. The
government of  Bangladesh
(GoB), in compliance with the
assurance given to the
International Labour Law (ILO)
introduced amendments to
Labour Rules in 2015 in the area
like trade unions, rights of
employees under third-party
contractors, classification of
permanent work, incorporation
of digital labour registrar,
timelines of misconduct
investigation procedures and
the representation of an
accused employee.

Definition of Workers
and its Expansion

As far as the classification of
workers under the BLA 2006
were concerned, an individual
worker, after completion of his
or her probationary period or
extended period of three
months, shall be deemed to be a
permanent worker. The
permanence of employment of
each individual would be
conditional upon the
satisfactory completion of his or
her probationary period.
However, if clerical nature, then
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six months. For other workers,
an initial period of three months,
then further extension of three
months if need be for
ascertaining his or her quality,
and in this way not exceeding a
total of 180 days.

However, a new insertion to the
BLR 2015 by the 2022
Amendment provides that to
determine the classification of
workers, any work will be
considered as the primary work
or permanent work which has
been continuing in the
establishment without
interruption for a period of 180
days.

This gives rise to confusion as to
whether the classification of an
individual worker is dependent
on how many days he or she has
worked or whether the very
work or role for which such a
person is assigned has been
continuing exceeds a period of
180 days. This amendment will
be critical for businesses due to
litigation exposure for
businesses that could be

potentially brought by
outsourced workers. There may
now be attempts on the part of
outsourced workers to rely upon
these amended provisions and
argue that employers can no
longer engage  outsourced
workers in a designation or post
which is included in the
permanent manpower structure
or organogram of the employer
company that exceeds 180 days
of work.

Employees of Third Party
Contractors

The rights of employees
employed under third-party
contractors used to create legal
controversies between
employers and employees. One
of the notable amendments to
the Bangladesh Labour Act,
2006, during its 2013
amendment was workers
supplied by a contracting
agency were to be treated as
the workers of the contractor
concerned. They were deprived
of the same rights as direct
employees, having equal pay

and other financial benefits.
Even if these employees are
employed by third-party
contractors, more often than
not, they would end up suing
direct companies, causing them
unexpected inconvenience and
costs. The newly amended rules
4 and 5 state that third-party
contractors must pay the
employees they employ the
same amount that is earned by
direct company employees. In
addition to that, employers that
do not already have a running
gratuity scheme must now form
a ‘Workers’ Social Security
Fund’” which would provide
third-party employees with the
same facilities like gratuity.

The 2022 Amendment of
Bangladesh Labour Rules (BLR)
2015 now provides that the
wages of a worker supplied by a
contracting agency will not be
less than the wages of a
permanent worker or employee
of a similar rank. The basic
salary of the same also cannot
be less than fifty percent (50%)
of the determined salary. This
attracts both financial impacts
as well as practical challenges
with its implementation.

Hiring drivers, security guards,

cleaners etc. through
specialised third-party
contractors, would enable third
parties with professional

services at competitive costs. If
employees of such contracting
agencies are now mandatorily
required to be paid wages
equivalent to that of permanent
workers of a similar rank within
the corporation, it will incur
more costs. This may increase
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costs burden before contracting
agencies can make a margin for
themselves. Moreover, it gives
rise to a complicacies as it is
unclear how the contracting
agency and the engaging
corporation would know the
particular wages of each other.

It may be impracticable for a
contracting agency to ensure
that its wages in different posts
match that of its various clients,
who have different pay
structures. These may bring
confusion between the parties.

Nature of work and its
expansion

Another important rule in the
amended Act is for the
permanent work; the changed
rule states that depending on
the sort of work it is, any work
that is conducted in a workplace
that continues beyond six
months is to be considered
permanent work. This
amendment is expected to
meaningfully change the nature
of what is currently known as
‘contractual work’. Previously

employers could go on for more
than six months even if the
nature of the work seemed
permanent. However, now,
contractual work can only be
offered for tasks that are of
temporary nature or
project-based.

The Act now covers more
workers, including those are
employed in inland water, so
they can enjoy the rights and
protection provided by it too.
Other categories of workers
such as those in the tea industry
where, they not only get
monetary benefits but can now
also retain other benefits like
their existing leisure facilities.

Yearly Increment

The BLR 2015, as amended, now
imposes a requirement for the
mandatory yearly increment of
wages that cannot be less than
5% of the basic wages.
Interestingly, the 2022
Amendment makes no
reference to any proviso or
exception that an employer may
avail to impose preconditions,

such as meeting KPIs or having
a minimum profitability
threshold, while achieving
wages increment. In the
premises, corporations will have
to face the pressure of
increasing employee costs
irrespective of practicalities,
notwithstanding the overall
slowdown of growth during
these times of global economic
crisis.

Moreover, the primary
legislation BLA 2006, as
amended, does not contain any
statutory provision stipulating
such mandatory yearly
increments of wages. This gives
rise to a question as to whether
such an act in the absence of an
express  statutory  provision
sanctioning the same thereby
lacks lawful authority.

Disciplinary Action
Procedure

To  maintain  discipline  of
workforce, allowing
participative committees to
choose  representatives  for
employees facing charges of
misconduct, if the employee is
unable to do so within the time
allotted for the investigation,
would now be for 60 days. This
would be counted from the time
a show-cause notice is served,
to the time judgement is passed.
However, to try to minimise the
delay, harassment may take
place.

BLA 2006 and BLR 2015 also
provide for the disciplinary
inquiry procedure  to be
completed within 60 days. It did
not, however, explicitly mention
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the time from which these 60
days period would start
resulting  which  may cause
inconsistent judicial approaches
and interpretations. The 2022
Amendment has sought to offer
clarity and address this
confusion and provides that the
date on which the show-cause
notice was issued till the day on
which the complaint has been
disposed of shall be considered
for the purpose of counting
these 60 days.

The consideration that the 60
days period starts to run from
the issuance of the show-cause
notice, causes the actual time
which the disciplinary inquiry
committee gets become less as
the accused employee s
mandatorily required to be
given 7 days’ time to reply to the
show-cause notice. In case of an
unsatisfactory response, the
disciplinary inquiry committee
requires a nomination from the
accused employee as well as the
employer. The inquiry
committee then is supposed to
thoroughly investigate each of

the allegations and provide
opportunity for the accused to
explain his or her position. On
that, the inquiry committee is
required to prepare and submit
a report. Completing all these
processes within 60 days from
the issuance of the show-cause
notice is difficult to materialize.

Maternity leaves for
Female Employees

The amendments that
guarantee to make workplaces
better for women workers, i.e.
Rule number 16, which fixes the
maternity benefit calculation
and calculates the wage rate
divided by 26, which increases
their benefits. Now a woman
can avail of maternity leave for
at least 8 weeks after the birth
of her child, even if she has not
disclosed her pregnancy before
delivery. The previous Act was
largely unclear about what
should happen in such a case
but this amendment has clarity
that the woman worker can now
enjoy 8 weeks of paid leave in
addition to her other benefits.

The rule is not valid for the
woman suffering a miscarriage
but even then, she would be
allowed sick leaves as it requires.
According to the provision, in
case of miscarriage, a woman
worker will be entitled for a
four-week leave with wages for
her sickness.

Abusive behavior
towards Female
Employees

Another much needed
amendment is the one
concerning the behaviour
encountered by women workers
in the workplace ie., rule 88
which redefines sexual
harassment in the context of the
workplace. The case laws
regarding this matter in the
form of judicial precedent have
been given due weightage.
With women engaged in all
spheres, be it in corporations or
multinationals, or lbehind the
RMG sector, this particular rule
was  earnestly  sought. A
provision relating to conducts
towards women has been
included in the rules that
prohibits indecent and abusive
behaviour  towards  women
employees in any establishment.
The amendment has made the
formation of a five-member
sexual harassment prevention
committee led by a woman is
mandatory in each workplace.

Better workspace

Men and women in larger
industries work in poor
conditions and deserve a better
work —environment. To that
effect, the amended Act now
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issues that medium-sized
employers, employing a
minimum of 25 people must also
provide adequately spacious
lunchrooms to employees. This
was previously only a
requirement for establishments
with 50 or more workers.

Looking after Worker’s
Families

Workers’ families also has been
looked after in the new
provision, in the instance of the
worker’s death while in
employment. Previously,
compensation would be given
by the employer to the labour
court. Now, for the death of a
worker, or in the instance that a
worker is missing, the employer
must directly pay the nominee
or legal heir of the said worker.

In case this is not possible, the
benefit would then go to a
labour  welfare organisation
where it is to stay for a total of
10 years or until such time as a
claimant arrives. In case there is
no claimant within a decade, the

money would be used for the
needs of the other members of
the organisation. This law makes
it possible for the benefit to go
directly to the workers’ families
instead of them having to go
through the hassle of getting it
from the labour court, or at least
for it to be used for the benefit
of other workers than simply
lying in labour court.

Compensation for Work
in Holidays and Wages of
Workers

The fact that workers can now
be called into work on any major
holiday, with only 1 (one)
physical substitute day by way
of compensation and 2 (two)
days in cash benefits. Previously,
3 compensation days would
have to be given by the
employer. Even if this
amendment helps mostly the
employers, it does not leave
employees in the lurch either.

Under the newly amended BLR
2015, the basic wages of
workers cannot be less than

50% of the total wages in cases
where the Government has not
fixed a separate minimum wage.

Compensation

This amendment alone can
impact the entire compensation
structure of the entire workforce
of a company in a number of
ways. Many businesses have an
existing pay structure under
which the sum total of other
benefits and allowances
surpasses the basic wages
payable. That can no longer be
the case under the new rules
since basic wages payable to
workers shall be a minimum of
fifty percent (50%) of the total
wages. Companies with
different compensation
structures may now be required
to change the status quo and
implement this new
requirement.

This may turn out to be less
straightforward than it appears
since entities that are currently
giving higher benefits and
allowances in comparison to
basic wages may now be
compelled to increase the basic
wages rather than simply
altering and adjusting the
heads. This is lbecause a
reduction of payments under
such benefits and allowances
may only aim so as to achieve
the 50:50 ratio.

Trade Union

Other amendments for the
benefit of employees include
making it easier for workers to
join trade unions and making
the process less expensive, thus
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helping to safeguard the rights
and interests of workers.

Concluding Remarks

Bangladesh is a growing
economy and there is much
more to be done to ensure that
the large number of workers
employed in different sectors
give back to the economy.
Keeping them in good spirits
and keeping them motivated is
a welcome gesture which these
amendments in labour law have
provided. While these
amendments have not
completely wiped out out all the
bends, it is an encouraging step
towards the kind of work
environment that these
employees deserve.

While the 2022 Amendments of
BLR 2015 have been a
much-awaited legal update for
the legal fraternity and entities
doing business in Bangladesh,
various provisions thereof may

be susceptible to legal
challenge in courts of law on the
grounds of various provisions
being ultra vires, without lawful
authority. The Government shall
engage more closely with key
stakeholders to cater for the
needs of businesses in the
coming days, including attaining
further clarity of law and
promoting investment.
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ntroduction to
Floating Exchange
Rates

In the complex world of global
economics, the mechanisms
governing exchange rates and
balance of trade are of great
importance, shaping the
financial landscape of nations.
These topics are particularly
relevant for Bangladesh, a
country that has seen significant
shifts in its exchange rate
policies and has grappled with
negative balance of trade issues.
This article digs into the
historical evolution of exchange
rate mechanisms, explores the
intricacies of negative balance
of trade, examines the current
economic situation in
Bangladesh, and sheds light on
the multifaceted relationship
between balance of trade and
exchange rates. From a detailed
analysis of Bangladesh's unique
context to a comparative study
of other countries’ approaches,
this comprehensive write up
seeks to provide an in-depth
understanding of the potential
challenges, outcomes, and
mitigation strategies associated
with  implementing  floating
exchange rates in a nation
striving for stability and growth.

Historical Overview of
Exchange Rate
Mechanisms Globally

Exchange Rate Mechanisms
(ERMs) determine how foreign
currencies are valued against
one another. Understanding the
history of these systems can
give important insights into
global economic growth. Here's

a high-level summary of the key
phases in the evolution of ERM
globally.

A. The Gold Standard (19th
Century - 1930s)

Currency was directly linked to a
certain amount of gold under
the Gold Standard. Because
currencies were fundamentally
valued in terms of gold,
exchange rates remained
steady. However, the system'’s
rigidity led to financial
inflexibility, which was viewed as
a contributing reason to the
Great Depression.

B. The Bretton Woods System
(1944 - 1971)

The Bretton Woods System,
which was established in 1944,
established fixed but flexible
exchange rates in  which
currencies were tied to the US
dollar, which was convertible to
gold. Its goal was to prevent
competitive devaluations and
encourage international
economic cooperation. When
President Nixon halted the US
dollar's convertibility into gold
in 1971, the system imploded.

C. Floating Exchange Rates
(1971 - Present)

Following the collapse of
Bretton Woods, currencies
transitioned to a floating
exchange rate system. Currency
values in  this system are
determined by supply and
demand on the foreign
exchange market. The method
provides increased flexibility,
but it may also cause instability
and huge variations in currency
prices.
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D. European Exchange Rate
Mechanism (ERM | & II)

To preserve monetary stability
among European countries, a
particular mechanism was
devised inside Europe.

e ERM I: ERM | was
established in 1979 with the
goal of reducing exchange
rate volatility and achieving
monetary stability. It
imploded in 1992-1993
because of large economic
disparities among member
countries and speculative
pressures.

o ERM II: ERM Il was
introduced in 1999 with the
goal of stabilizing exchange
rates between the Euro and
non-Eurozone EU
currencies. It is a step of
preparation  for nations
preparing to adopt the
Euro.

E. Rise of Cryptocurrencies

The introduction of
decentralized cryptocurrencies
such  as Bitcoin  in  the
twenty-first century added a
new dimension to the notion of
money exchange. Though these
digital assets are not part of
traditional ERM, their
acceptance and fluctuating
values are becoming an
increasingly essential aspect of
the global financial
environment,

Understanding Negative
Balance of Trade

A trade deficit occurs when a
country's imports surpass its
exports, indicating more is
being bought from abroad than
sold.

Causes:
e Consumer Preferences: A

penchant for foreign goods
can spike imports.

¢ Exchange Rates: A strong
domestic  currency can
make foreign goods
cheaper, thereby increasing
imports  while  reducing
exports.

¢ Local Production Costs:
High labor or material costs
make local goods less
globally competitive.

¢ Economic Policy: Taxes,
subsidies, and trade
agreements can also tilt the
balance towards imports.

Implications:

«  Debt Accumulation:
Persistent deficits may lead
to borrowing, increasing
foreign debt.

¢ Currency Value: Ongoing
imbalances can depreciate
the national currency.

+  Domestic Industries:
Inability to compete with
imports may lead to job

losses.

« Economic Growth:
Sometimes, a deficit signals
strong local demand,

especially when importing
capital goods for future
productivity.

¢ Economic Vulnerability:
Reliance on foreign goods
can expose a country to
external shocks.

Understanding both causes and
implications is  crucial for
policymakers to manage trade
effectively.
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The Current Economic
Situation in Bangladesh

Bangladesh's economy presents
a paradox. On the upside, it has
seen consistent growth,
averaging a 6% annual increase
in GDP over the past decade,
fueled by robust exports,
remittances, and stable
macroeconomic factors. This
has made it one of the world's
fastest-growing economies.

Conversely, the nation grapples
with challenges:

« Rapid population growth
burdens  resources and
infrastructure.

*  Persistent poverty affects a
large populace.

«  Growing inequality.

¢ Climate change impacts,
already manifesting in
economic disruptions.

These issues could stymie future
economic growth. However,
Bangladesh has shown
resilience in overcoming
challenges and appears
well-poised for future growth.

Forecasts for 2023 include:

e A deceleration of GDP
growth to 53% due to
global economic
slowdowns, higher
commodity prices, and a
current account deficit.

A high inflation rate at 8.7%,
attributed to rising food and
fuel prices.

« An increased current
account deficit to 1.6% of

GDP, largely due to
ballooning import costs and
stunted export growth.

. Remittances expected to
rise by 5%, thanks to the
expanding Bangladeshi
diaspora in the Middle East.

. Foreign direct investment
predicted to grow by 3%,
indicating continued
international interest.

Key Challenges:

*  Population: With over 160
million people, resource and
infrastructure strain is
significant.

*  Poverty: Over 12% live below

the poverty line, a
significant governance
challenge.

* Inequality: The top 10%
holds more than 40% of the
country’s wealth.

¢ Climate Change:
Increasingly frequent
floods, cyclones, and

droughts pose serious risks.

The economic landscape is thus
a blend of promise and peril,
requiring adept policy
maneuvers for sustainable
growth.

Balance of Trade in
Bangladesh: An
Overview

The difference between a
country's exports and imports
of goods and services is known
as the balance of trade (BoT). A
positive BoT indicates that the
country exports more than it
imports, whereas a negative

BoT indicates that the country
imports more than it export.

Bangladesh has had a trade
imbalance for many years. The
BoT deficit in 2022-2023 was
$17155 billion. This indicates that
Bangladesh purchased $17155
billion more in goods and
services than it exported.

One cause is the country's
reliance on raw materials and
intermediate products imports.
Because Bangladesh lacks a
robust manufacturing sector, it
must import many of the
components required to make
items for export.

The high cost of imports is
another element contributing to
Bangladesh's trade imbalance.
The taka, Bangladesh's
currency, is tied to the US dollar.
This implies that the value of the
taka has increased in recent
years, making imports more
expensive.

Bangladesh's administration is
working to reduce the country'’s
trade imbalance. Promoting
economic diversity is one step.
The government promotes the
growth of new businesses such
as medicines and electronics.
This  will  help Bangladesh
minimize its dependency on raw
materials  and intermediate
products imports.

Another move taken by the
administration is to boost
exports. The government s
encouraging firms to export
their goods and services by
extending tax benefits and
subsidies.
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The government's efforts are
beginning to bear fruit
Bangladesh's  exports  have
grown faster than its imports in
recent years. This has
contributed to the reduction of
the BoT deficit. However, the
BoT deficit remains significant,
and it is likely to continue to be
a concern for the government in
the coming years.

Bangladesh's top export
partners are the United States,
the European Union, and India
on the other hand Bangladesh's
top import partners are China,
India, and Saudi Arabia.

The BoT deficit is currently a key
concern for Bangladesh's
economy. It depletes the
country's  foreign  exchange
reserves and may lead to
inflation. The government is
making efforts to fix the BoT
deficit, but these things take
time.

Historical Context:
Exchange Rate Policies
in Bangladesh

Bangladesh's  currency rate
policy may be separated into
three major periods:

e The fixed exchange rate
period (1972-1991): The
Bangladeshi taka was tied
to the US dollar at a set rate
throughout this time period.
This program was
implemented to help
stabilize the economy and
increase exports. However,
it also caused a variety of
issues, including a trade
imbalance and a lack of
foreign cash.

¢ The managed float phase
(1991-2003): Bangladesh
implemented a managed
float currency rate system in
1991. This approach enabled
the taka to fluctuate within
a limited band versus the US
dollar. This policy was more
flexible than the fixed
exchange rate regime, but it
nevertheless attempted to
keep the currency stable.

e The freely floating
exchange rate period
(2003-present): In 2003,
Bangladesh  adopted a
freely floating exchange
rate regime. This system
allows the taka to fluctuate
freely against the US dollar.
This policy is more
market-based than the
previous systems, but it also
poses more risks.

Bangladesh's  currency rate
system has altered dramatically
throughout time, influencing the
country's economy in a variety
of ways. Initially utilizing the
pound as its intervention
currency, Bangladesh eventually
accepted the US dollar for
cross-border commerce in the
early 1990s. Until 1993, when the
current account was declared
convertible, the Central Bank
monopolized foreign exchange
transactions. By 2003, the taka
had essentially become a
floating currency, with rates
decided by interbank demand
and macroeconomic statistics.
However, government measures
to manage liquidity and prohibit

unethical behavior have
continued.
Regardless of the

regime—controlled, managed

float, or free float—the taka
remained undervalued in
relation to the “kerb” market. In
recent years, the Central Bank
has been influenced by IMF
terms for a $4.7 billion lending
facility to embrace a full
free-float system. The
Bangladesh Foreign Exchange
Dealers Association has been
determining the exchange rate
in conjunction with member
banks since September 2022.

The selection of an exchange
rate system has varied results. A
fixed system initially steadied
the economy but caused issues,
whereas a controlled float
stopped the taka from fully
appreciating. A free-floating
system lowered the trade deficit
but increased volatility, making
corporate planning more
difficult. The best approach is
still being debated, with some
arguing for greater control to
prevent volatility and others
wanting a free float to represent
the taka's genuine market value.
This difficult choice will need the
government considering a
number of considerations,
including  the effects on
inflation, trade, and foreign
investment.

The Shift to Floating
Exchange Rates: Pros
and Cons

The transition to floating
exchange rates, which enable
currencies to fluctuate in value
in response to market forces,
constitutes a fundamental shift
in international monetary policy.
Here is an examination of the
system's benefits and
weaknesses:
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Pros

e Flexibility: Floating
exchange rates provide for
more adaptability to
changes in the global
economy. This can improve
the effectiveness of
domestic monetary policy.

e Automatic Adjustment: A
floating exchange rate
system may fix trade
imbalances automatically. A
trade imbalance can cause
currency depreciation,
which makes exports more
competitive and imports
more expensive, restoring
the balance.

e External Shock
Independence: Countries
with floating exchange rates
may be less exposed to
external economic shocks
since the currency may
adapt without requiring
drastic policy interventions.

e No Need for Foreign
Exchange Reserves:
Without a peg to protect,
governments may not
require huge reserves of
foreign currency, freeing up
resources for other
objectives.

Cons

e Volatility: Floating currency
rates may be extremely
volatile, creating
uncertainty for international
traders and investors.

e Speculative Attacks: The
likelihood of big swings in
currency rates may attract
speculative capital flows,
causing economic instability.

¢ Misalignment Risk: Market
dynamics may not always
align currency rates with
economic fundamentals,
resulting in overvaluation or
undervaluation, which may
distort trade and
investment choices.

¢ Difficulties for Developing
Countries: Because of
capital flow volatility and a
limited ability to conduct
independent monetary
policy, emerging countries
may find floating exchange
rates difficult to regulate.

The Mechanism of
Floating Exchange Rates:
An Explanation

The floating exchange rate
mechanism allows a currency's
value to fluctuate based on
market forces of supply and
demand. Unlike fixed systems,
governments do not actively
control the wvalue in this
approach.

A. Supply and Demand

Currency prices are shaped by
supply and demand in the Forex
market. Demand is influenced
by factors like foreign
investment, interest rates, and
trade balances, while supply
factors include inflation, political
stability, and monetary policy.

B. Trade Balance

A trade surplus increases
currency demand as foreign
buyers need the country's
currency, whereas a trade deficit
often leads to currency
devaluation as the country
requires more foreign currency.

C. Interest Rates

Central bank rates can attract or
repel foreign investment. Higher
rates boost currency demand by
offering better returns, while
lower rates may lead to capital
outflows.

D. Investor Behavior

Speculation can exacerbate
exchange rate volatility as
investors buy and sell based on
future value predictions.

E. Central Bank Intervention

In a managed float system,
central banks may occasionally
intervene to prevent excessive
volatility.

F. Global Events

World events like economic or
political crises can rapidly alter
investor behavior, causing swift
changes in exchange rates.

In summary, floating exchange
rates are shaped by various
factors such as market supply
and demand, trade balances,
interest rates, and global events.
Some countries also employ a
managed float to control
extreme fluctuations.

Interplay of Balance of
Trade and Exchange
Rate

The interaction between the
trade balance and the exchange
rate is a fundamental part of
international economics. Both
notions are intertwined, and
changes in one can have
far-reaching consequences for
the other. Here's a look at how
they interact:
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A. Exchange Rate Influenced
by Trade Balance

« Trade Surplus: When a
country exports more than
it imports, overseas

purchasers use the local
currency to pay for the
products. This increased
demand may cause the

local currency to appreciate.

 Trade Deficit: If a country
imports more than it sells,
there will be a greater need
for foreign currency to
cover the purchases. This
might cause the indigenous
currency to depreciate.

B. Exchange Rate

. Impacting
Balance of Trade

«  Currency Appreciation:
When a country's currency

rises, its exports become
more expensive to
international buyers,
thereby limiting export
demand. Simultaneously,
imports become less

expensive for domestic
consumers, perhaps leading
to more imports. This
situation might lead to a
trade deficit or a reduction
in a trade surplus.

Currency Depreciation:
When the native currency
falls in value, the reverse
happens. Exports become
less expensive and perhaps
more competitive in
international markets, while
imports increase in price.
This might result in a trade
surplus or a reduction in a
trade deficit.

C. Monetary Policy’s Role

To control trade balances,
central banks may alter interest
rates or use other monetary
policy tools to impact exchange
rates. Higher interest rates may
entice foreign money, resulting
in currency appreciation, whilst
lower interest rates may have
the reverse impact.

D. Exchange Rate Management

Some nations use a controlled
float system, in  which the
central bank intervenes to
prevent severe currency swings.
This action might be used to
achieve certain trade balance
goals.

E. The J-Curve Effect and
Elasticities

The responsiveness of export
and import volumes to
exchange rate  movements
(known as elasticities) is critical.
Due to inelastic demand, a
devaluation may not improve
the trade balance at first, but as
consumers and producers
adjust, the trade balance may
improve over time. The J-curve
effect describes this
phenomenon.

F. Global Economic Situation

Trade balances and exchange
rates can be influenced by
global economic variables such
as growth rates in key trading
partners and global commodity
prices. Changes in these settings
can have complicated and
interconnected consequences.

The Decision to
Implement Floating
Exchange Rate in a
Negative Balance of
Trade Scenario

The choice to introduce a
floating exchange rate in a
circumstance where a country
has a negative trade balance
(trade deficit) might be
complicated. Several variables

might influence this decision,
each with its own set of
conseguences.
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A. Trade Imbalance Correction

¢ Automatic Adjustment: A
floating exchange rate
allows the value of the
currency to fluctuate in
response to market factors.
A trade deficit may cause
currency depreciation,
making exports cheaper
and imports more costly,
perhaps rectifying the trade
imbalance over time.

¢ Flexibility: A floating rate
allows for greater flexibility
in responding to external
shocks and can serve as an
automated economic
adjustment mechanism.

B. Monetary Policy
Independence

¢ Interest Rate autonomy: A
country with a floating
exchange rate has more
autonomy over its monetary
policy, including interest
rates. This autonomy can be
crucial in regulating
domestic economic
situations such as inflation
and unemployment.

¢ Potential Conflicts with
Other Goals: Although it
offers flexibility, a floating
exchange rate may lead to
conflicts between the goals
of exchange rate stability
and other macroeconomic
objectives.

C. Capital Flows and
Investment

¢ Attracting Foreign
Investment: If a floating
exchange rate is perceived
as part of a larger

commitment to
market-oriented policies, it
may be more appealing to
foreign investors.

¢ Potential Volatility:
Because floating rates are
more unpredictable, they
may  discourage certain
investors or lead to
speculative attacks.

D. Addressing Structural
concerns

¢ Symptom vs. Root Cause: If
a trade imbalance is
symptomatic of deeper
structural concerns, such as
deteriorating
competitiveness or
productivity, a switch to a
floating rate system may
not be sufficient to address
these underlying issues.

e The Need for
Complementary Policies: A
transition to a floating
exchange rate may
necessitate other structural
changes to address the
underlying causes of the
trade imbalance.

E. Political and Social Factors

¢ Public Opinion and Political
Will: The choice to float the
currency can have
important  political and
social repercussions, and
public opinion on the
subject may be mixed.

e International
commitments: International
agreements and
commitments may also be
considered in the
decision-making process.

Potential Outcomes of
Implementing Floating
Exchange Rates in
Bangladesh

The probable consequences of
introducing floating currency
rates in Bangladesh in 2023 are
a complicated and unknown
matter. There are a variety of
possible advantages and
hazards involved with this policy
shift, and the exact outcomes
will rely on several
circumstances, including
Bangladesh's economic
situation and government
policies.

A. Potential Benefits of
Implementing Floating
Exchange Rates in Bangladesh
in 2023:

e Reduced trade deficit:
Floating exchange rates can
assist in lowering the trade
deficit by making exports
cheaper and imports more
costly.  This can make
Bangladeshi goods more
competitive in the global
market while also helping to
lower demand for imports.
Bangladesh's trade deficit in
2022, according to the
Bangladesh Bank, will be
$38.7 billion. If flexible
exchange rates were
established, this may assist
in lowering the trade
imbalance by making
exports cheaper and
imports more costly.

¢ Increased foreign
investment: Floating
currency rates can also
assist to attract

international investment by
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making Bangladesh a more
appealing business
destination. This is due to
the fact that floating
exchange rates make it
easier for companies to
transfer profits and
repatriate money.
According to the United
Nations  Conference on
Trade and Development
(UNCTAD), Bangladesh
would receive $3.6 billion in
foreign direct investment
(FDD in 2022. If flexible
exchange rates were
introduced, this may assist
Bangladesh attract more
FDLI.

¢ Increased economic
growth: Floating currency
rates can also aid economic

growth by making
Bangladesh more
competitive. Because

floating exchange rates
make it easier for firms to
export and import goods
and services, they are
popular. According to the
World Bank, Bangladesh's
GDP growth rate in 2022
will be 72%. If floating
exchange rates were
established, Bangladesh's
GDP growth rate may be
increased.

B. Potential Risks of
Implementing Floating
Exchange Rates in Bangladesh
in 2023:

e Increased volatility:
Floating currency rates can
be erratic, making company
planning challenging. This is
due to the taka's volatile

value, which makes
forecasting future expenses
and profits difficult. The
Bangladesh Bank forecasts
a 4.5% depreciation of the
taka versus the US dollar in
2022. If floating exchange
rates are established, this
volatility may rise, making
corporate planning even
more difficult.

¢ Increased speculation:
Floating exchange rates can
also lead to speculation,
increasing the taka's
volatility. This might make
business  planning even
more complex and result in
losses. According to the
Financial Times, there will
be $10 billion in Bangladeshi
taka speculation in 2022. If
floating exchange rates are
established, this speculation
may expand, increasing the
taka's volatility.

¢ Reduced government
control: With floating
exchange rates, the
government has less

influence over the taka's
value. This may make
managing inflation and the
balance of payments more
challenging for the
government. According to
the Bangladesh Bank, the
country’s inflation rate in
2022 would be 6.8%. If
flexible exchange rates are
established, the
government may find it
more difficult to manage
inflation.

Finally, the choice to establish
floating exchange rates in

Bangladesh in 2023 is a
complicated one that should be
taken case by case. There is no
“one-size-fits-all solution” and
the optimal strategy will depend
on  Bangladesh's  individual
circumstances.

How Floating Exchange
Rates Can Address
Negative Balance of
Trade

A. Automatic Adjustment of
Trade Imbalances

Floating exchange rates can
cause systematic modifications
in currency value. If Bangladesh
has a trade imbalance, demand
for the Bangladeshi Taka may
fall, causing the currency to
depreciate. This devaluation
may cause Bangladeshi exports
to become cheaper and imports
to become more costly, thus
lowering the trade imbalance
over time.

B. Enhancing Competitiveness
of Export Sectors

Bangladesh may improve the
competitiveness of important
export industries such as
textiles and agriculture by
allowing the currency to float. A
weaker currency may raise
worldwide demand for
Bangladeshi goods, resulting to
arise in exports.

C. Monetary Policy
Independence

The Bangladesh Bank gains
greater influence over domestic
monetary policy by floating the
currency rate. This control can
be used to boost economic
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development, assist
export-oriented companies, or
manage inflation, all of which
may indirectly address the
underlying causes of a negative
trade balance.

D. Potential Risks and
Considerations

While a floating exchange rate
provides instruments for dealing
with a negative trade balance, it
is not without hazards.
Increased volatility, potential
inflationary  pressures  from
devaluation, and the impact on
foreign debt are all factors that
must be addressed carefully.

Mitigation Strategies for
Possible Risks and
Challenges

To manage the challenges of
implementing floating exchange
rates in Bangladesh in 2023,
various mitigation strategies are
essential.

Volatility: The government
can establish a foreign
exchange reserve to
stabilize the taka and can
intervene in the foreign
exchange market when
needed. Forward contracts
can help businesses hedge
against currency risk.

Speculation:
Government-led education
can make businesses and
individuals aware of
speculation risks.
Monitoring the foreign
exchange market and
imposing speculative taxes

can further control
speculation.

Reduced Government
Control: Continued

monitoring of the exchange
market and collaboration
with the central bank can
help manage the exchange
rate. Building trust through
policy transparency is
crucial.

¢ Impact on Exports and
Imports: Subsidies for
exporters and tariffs on
imports can offset the cost
variations due to floating
rates. Trade diversification
can reduce reliance on key
exports.

. Foreign Investment:
Providing incentives like tax
breaks can attract foreign
investors. Ensuring political
and economic stability and
protecting investors' rights
are also critical.

These strategies offer a
comprehensive approach to
mitigate potential risks
associated with the transition to
a floating exchange rate system.

Role of Bangladesh
Government and Central
Bank in Implementing
the Policy

The introduction of floating
exchange rates in Bangladesh
would be a difficult process
requiring agreement between
the government and the
Bangladesh Bank, the country’s
central bank. Both parties have
a significant role to play.

A. Bangladesh Government:

The Bangladesh government
must  take  the lead in
introducing floating exchange
rates. It will need to create
measures to regulate the
currency rate and reduce the
risks associated with floating
exchange rates. The
government will also need to
collaborate with the central
bank to guarantee the seamless
and orderly introduction of
floating exchange rates.
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B. Bangladesh Central Bank:

The central bank of Bangladesh
will be pivotal in introducing
floating exchange rates,
requiring close collaboration
with the government. Key tasks
include:

*  Policy Framework:
Developing a robust policy
framework is crucial. This
should outline the
objectives, tools, and
conditions for government
intervention in the foreign
currency market.

. Foreign Exchange Reserves:
The central bank needs to
build up foreign exchange
reserves to stabilize the
taka, using these reserves to
buy or sell taka as needed.

*  Education: Both the
government and the central
bank must educate
businesses and individuals
about the nuances of
floating exchange rates,
helping them make
informed decisions.

«  Market Monitoring:
Constant surveillance of the
foreign exchange market is
essential to identify
potential issues and act
accordingly.

* Intervention: Be prepared to
operate in  the foreign
exchange market to either
stabilize the taka or curb
extreme volatility.

Coordinated planning and
effective communication with

stakeholders are vital. The
government and central bank
must also be agile, ready to
adapt their policies to ensure
that the floating exchange rates
benefit the economy.

Conclusion

In the maze of global finance,
the decision by Bangladesh to
navigate the complex and often
turbulent waters of floating
exchange rates stands as a bold

testament to economic
innovation and adaptability. The
journey from historical
exchange mechanisms to

current strategies, intertwined
with the challenges of negative
balance of trade, is more than a
technical transformation; it's a
reflection of a nation's
aspiration to align with global
economic  paradigms  while
preserving its unique identity.
The implications stretch far
beyond numbers and charts,
touching the lives of millions,
influencing trade, and shaping
the future. Bangladesh's choice
to adopt floating currency rates
is a unigue story of bravery,
since it includes the bravery to
manage financial uncertainty;
intellect, as seen by rigorous
planning and policy-making;
and vision, targeted towards
global economic alignment. This
transition is significant not just
as a domestic milestone, but
also as an inspiring example that
may inspire other countries to
reconsider their financial
systems and seek new routes for
economic development and
stability.
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.ﬁ bstract
Bangladesh is a country

of a conservative estimate of
180 million people, a nation
bigger than Russian Federation
in terms of a pullulating
population and a nation 66
times smaller than the United
States in terms of its land mass.
As things stand, Bangladesh is
tiny but strong and robust. This
small country boasts the power
of a youthquake, celebrates the
strength of a young
demographic and harnesses the
potential of the youth
workforce. The government
stands ready to utilise the power
of the nation’s youth to reap this
demographic dividend. Again,
the world is about to live in the
“Society 5.0” which is fast
approaching with all its boom
and bust. The world has entered
into the age of the rapid march
of artificial intelligence (Al), big
data, internet of things (loT) and
robotics, also known as Fourth
Industrial Revolution (4IR). The
world is currently standing on
the brink of this
neo-technological revolution
that will fundamentally alter
how people live. The youth of
today is the power of tomorrow.
They will be able to cruise
through this revolution
successfully and keep abreast of
the 4IR race only if they adapt.

Keywords

Youthqguake, Bangladesh,
Demographic  Dividend, 4IR,
4AR, 5G

Introduction

A little over a half-century into
its independence now,
Bangladesh is no more a
Kissinger’'s Bangladesh. Today’s
Bangladesh has witnessed a
miraculous development boom
on socio-cultural and economic
fronts. It is no hyperbole, but it
has vyet to exploit the full
potential of more than 180
million people, mostly a young
demographic. Strategic
location, natural resources and
the youthquake make
Bangladesh one of the most
alluring hubs of all things
Bangladeshi. Even the country’s
graduation to a developed one
needs digital transformation
marked by breakthroughs like
5G, Al, robotics,
nanotechnology, biotechnology,
cloud and quantum computing,
and fully unmanned,
autonomous vehicles. The
nation’s youth must be made
ready to unlock the world of
prospects, possibilities and
potentialities. This opinion piece
is a humble tribute to the
celebration of the demographic
dividend as well as a call for
making today’s youth ready to
brace for challenges and
predilections on offer.

Bangladesh—Yesterday
and Today

Bangladesh has been on the
right track as a growth engine in
many sectors, but it is still to
ensure that the promised living
standard that people need not
bother about their lives and
livelihoods. Yet, it is a matter of
pride that the country has long
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shed Henry Kissinger’s
proverbial “bottomless basket”
parlance in the 1970s, soon after
Bangladesh came into being as
a sovereign state through a
sanguinary war against its
long-distance enemy Pakistan.
At 99, Mr Kissinger may be
embarrassed to see the ribbon
development of Bangladesh and
also for the trademark comment
he made 50 vyears ago. The
changes came for everyone’s
part in  the making of
Bangladesh’s development
amid a partly turmoil-tattered
political landscape of 53 years,
including  15-plus  years of
dictatorial rule.

Ageing vs Youth: A
Japan-Bangladesh Study

Bangladesh and Japan are
time-tested, tried, trusted and
true friends. But they are
undergoing two different
demographic problems, with
Japan having a declining
working population and a
fastest-growing elderly
population. On the other hand,

Bangladesh has an increasingly
young demographic and it is on
the up and up. Demographers
and social scientists have rightly
called it a youthquake.
Bangladesh must find effective
and pragmatic ways to harness
this youthquake and must utilise
this young force. Unlike Japan
that suffers a setback with some
significant social issues like a
declining working population,
low birth rate and an
increasingly ageing population,
Bangladesh is at an
advantageous edge. Japan has
been facing a demographic
crisis for decades as the number
of its elderly population is
growing on the one hand, but
the birth rate is declining on the
other. As a result, the number of
working people  there is
shrinking alarmingly. Japanese
society is currently called a
super-ageing society as 20 per
cent of the population grew
older than 65 years in 2022 and
the figure is estimated to
increase to more than 35 per
cent by 2049. On the other
hand, the population between O

and 19 years old is projected to
decrease by 15 per cent by
2049.

Labour Shortages

A significant reason for this
decline in the working
population is the low fertility
rate and the decline of a young
demographic in Japan. Labour
shortages in Japanese
companies are having a
significant negative impact on
the country’s economy. Due to a
protracted economic downturn
and labour shortages in health
care, construction, agriculture
and multiple other sectors,
Japan has been compelled to
abandon its long-standing
conservative immigration policy.
Earlier, immigration was always
discouraged in Japan. But this
stringent immigration system
worked wonders for Japan to
establish its unique culture
during the Tokugawa era. In
another development, women
and the elderly in Japan find it
hard to manage jobs despite a
high level of enthusiasm and
energy for work. In order to
arrest this faster depletion of
the working population, it is
essential to create a working
environment where people, who
want to work and maximise
their productivity, can choose
various ways of working that
match their lifestyles and fully
demonstrate their abilities.

Challenges Ahead

The challenges ahead are
daunting. The challenges ahead
are harder. But a pragmatic
approach to face them would be
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the best possible answer amid
competitiveness. It is indeed a
matter of admiration that Prime
Minister Sheikh Hasina has
recently announced a ‘smart
Bangladesh’ programme, a
follow-up to her ‘digital
Bangladesh’ campaign,
apparently to march ahead with
newer and cutting-edge
technologies. In order to achieve
the Sustainable Development
Goals-2030 set by the United
Nations and also Sheikh Hasina’s
much-trumpeted  bandwagon
for a prosperous Bangladesh by
2041, the country needs to put
its focus on a few vital areas that
include an ideal doing-business
climate. The government must
arrest political instability and
eliminate endemic corruption
and red tape that demotivate
foreign investors. Investment in
building new highways, ports
and airports can improve
connectivity within and outside
the  country, thus  easing
business here.

Unleashing Demographic

Dividend

Bangladesh should have no
worries to go ahead as the brave
nation is out to capitalise on the
power of its demography.
Demographers have dubbed
this sprawling population on a
small land size as ‘density
dividend’. The country can
easily benefit from this so-called
density dividend. An estimated
69 per cent of the population
falls under the 15-64 age band in
this South Asian country . It
should give them  proper
education and skills, especially
in the area of ICT and
digitalisation so that they can be
more productive and contribute
to the economy. This nation
belongs to the youth, so they
need to work accordingly to
help foster its faster growth on
socio-political and economic
fronts. To materialise this, a
youthquake can alter the
landscape of Bangladesh
through unleashing the
transformative power of youth.
The country can bring about a

significant cultural, political or
social change arising from the
actions or influence of young
people. But skills and education
are immediate concerns
because the imperatives of
economic diversification and
uplift in the value chain will
require higher levels of
education and diversification of
skills.

Development of Diverse
Skills

Bangladesh is one of the
countries having a large
unskilled population base. We
have to address the shortage of
skilled human labour force
through turning them into a
human capital in order to make
Bangladesh a country
manpower-surplus,
food-surplus country. Time is
opportune to use this army of
cheap labour and
labour-intensive methods. The
government should take a
youth-focused approach, upskill
and reskill them with
industry-first initiatives to
unleash the potential of the
demographic  dividend into
future drivers of economic
progress and tap into 4IR
opportunities. In this digital era,
it is crucially important for
Bangladesh to collectively equip
the burgeoning youth populace
with future-ready skills to truly
become a knowledge-based
high-income nation by 2041. By
the same token, it is vital to
upskill public servants, including
the female workforce, with
intent to expand their
capabilities and raise their
creativity. Young people need to
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acquire social skills allied with
technical as well as
technological know-how,
dedication and management
skills to compete with peers in
the workplace at home and
abroad. Practical skills and
tenacity are an absolute must in
today’s world of work.

Digital Innovations in
Youth’s Way

Innovation holds the master key.
Innovation makes life easy. It is
imperative for the youth to
travel to new worlds of digital
technology through discovering
the frontiers of their knowledge
and expanding the horizons of
their wisdom. The 4IR is the
outcome of the previous three
similar revolutions and their core
technological innovations. The
first industrial revolution was
about the mechanisation of
factories using water and steam
engines in the late 18th century,
the second about mass
production using electricity in

the early 20th century and the
third about further automation
using electronic and information
technology in the 1970s. In such
a social transition to the 4IR,
innovation as well as increased
productivity is the key to
achieving sustained economic
growth. It is necessary to
address problems through
developing and using new,
compatible technologies and
innovations to do so.

Action Plan for Youth

Youth against famine: Our Prime
Minister at a 2022 National
Youth Day programme called
upon the youth to get involved
in food production and
processing with an eye to
combat possible global food
shortages and famine as
predicted by various
international organisations due
to the coronavirus epidemic and
the Russia-Ukraine war. To keep
Bangladesh free from these
perils, we must cultivate every

inch of our fertile land and take
special measures in the
production and processing of
food products. In that situation,
our youth should take more
initiatives. If we can produce
and process food products, we
will be able to meet our own
needs and also help many
famine-stricken countries.

Youth leadership: Putting the
incumbent government’s focus
on increasing the social status
of the vyouth, the head of
government said the qualities
and talents of leadership should
be developed among them.
Sheikh  Hasina said youth
councils were being formed in
every district and upazila
(sub-district) to train young
people so that they can work
and contribute to the country’s
socio-economic development.

Job creation: The process of
creating a database of how
many trained youths there are
now in the country is well under
way to ascertain who is getting
an employment opportunity
and who is out of the benefit.
Successive governments have
made adequate endeavours to
bring the unemployed young
population under the workfare
system.

Youth power: Our greatest
strength is our youth. So many
countries in the world today
have become countries of the
elderly. Bangladesh still has a
large working youth. “Youth
power is the prosperity of
Bangladesh’ is the slogan put in
the 2018 election manifesto of
the current government to
utilise this power of the youth.
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Concluding Remarks

Keeping the thoroughgoing
development, Bangladesh s
now flying towards space and
reaching sea in blue economy
aspects and it has now the
prospect of harnessing
opportunities from sky to sea
with intent to touch the blue.
Henry Kissinger’s “basket case”
is now a “South Asia’s economic
bull case”. Bangladesh is now an
economic success story with an
impressive track record for
growth and development,
despite problems like food
crisis, inflation and
unemployment. In this case,
youth can be better utilised as
change-maker or game-
changer . The fastest-growing
youth is the key tool to help the
country cruise through so many
inhospitable terrains to raise
their heads high and carry the
national flag on the global stage.
The state must train our youth
properly to exploit their full
potential in all possible domains
of development, be it
agriculture, technology,
business, trade and technical.
Before that, it is imperative to
close the digital divide and get
the most out of the digital
revolution, dividend, innovation
and expansion.

Bangladesh must leverage its
young demographic and bank
on its record population density
as the ‘density dividend.
Concerned Government
divisions and departments
need to better manage our
young people to make
Bangladesh hunger-free and
poverty-free and a better place
for the generations to come. In
this era of automation push, the
government is working tirelessly
to equip the youth with
up-to-date knowledge of
science and technology so that
they are competitive in the
rapidly changing world. The
government’s youth and sports
ministry should take further
initiatives for imparting training
to youths in all 64 districts to
make them entrepreneurs in
startups and thereby
self-employed.
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.ﬁ bstract
The main objective of the

paper is to explain  how
independent audit enhances the
transparency and accountability
in corporate sector of
Bangladesh. The paper
examines the factors for
accountability and transparency
along with relation with
independent audit. Factors like
internal control, appropriate risk
disclosure, adherence  with
International Financial
Reporting Standards  (IFRS)
structure and presence of
competent internal auditor are
incorporated in the study which
conseqguently pointed out which
area should be focused for
further development. The study
also investigates why
accountability and transparency
is not maintained within the
corporations and if independent
audit within the corporation can
help to enhance it. Cross
sectional deductive study has
been conducted on primary
data collected from two groups
namely external auditor and
management. 5 Point Likert
scale has been used in the
questionnaire with 15 questions
and stratified sampling has been
used for the fulfillment of the
study. It has been evident that
internal control, risk disclosure,
adherence with IFRS and
presence of competent internal
auditor have a significant
influence over maintaining
accountability and
transparency. Apart from this,
presence of independent board
helps the management to
sustain better in the corporation
and grow the confidence of the

investors.  The  co-operation
between the management and
external auditor ensures the
suitable environment which is
appropriate to create
accountability and transparency
for the long run.

Keywords

Independent Audit,
Transparency, Accountability,
Corporation, Internal Control,
Independent Board.

Introduction

While the stakeholders are
placing intense confidence over
the external auditors, it also
burdens them with huge
responsibility. Such
responsibility needs to be
covered through absolute
independence. No scope for
biasness or intimidation s
allowed in this case. But it is a
tragic scenario where most of
the auditors are facing
independence issue due to
self-interest, intimidation, and
self-review. Independence s
always a subjective aspect
which is really hard to measure.
There are no facts or figures to
evaluate or measure the level of
independence though experts
have developed a model to
evaluate the relationship of the
external auditor with the
company to assess the
independence of the auditor.
Primarily the experts consider
an auditor to be independent
when no financial interest is
observed with the auditor and
the entity. Independence is
considered to be a priority when
it comes to ensuring
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transparency and accountability
of the management.

The term transparency and
accountability are usually
delineated by the policy and
governing legislature of the
company. Transparency and
accountability are responsible
to shape the company’s
performance and its reputation.
Accountability helps to grow
confidence among the
stakeholders. Transparency is
not a zero-sum game; it helps to
enhance better management
and assist while developing
better information systems and
being effective in execution.

Transparency and
accountability are both
interrelated and helps to
complement each other.

Accountability is ensured when
there is a distinct line of
guideline about responsibility
and authority. Usually, the
financial audit directs the range
of details and obligations for
statutory reporting. Heads of

the departments play a vital role
to set a trend regarding the
management reporting
obligation incorporating the
essence of transparency and
accountability. Audits are mainly
a tool to hold management
accountable about their work
and performance within the
company. Consequently, it helps
develop the level of
transparency to public authority
for proper operation and
monitoring.

The study investigates why
accountability and transparency
is not maintained  within
corporations and if independent
audit within the corporation can
help to enhance it. Transparency
and accountability are among
the foundations which should
be capitalized by the
corporations. Previous studies
were based on  different
relations among corporate
governance, financial reporting,
audit, transparency and
accountability. The sectors were

defined as well into public and
corporate sector. After
thorough study of the subject, it
is evident that there is a gap in
identifying the relation of
independent financial audit to
seek transparency and
accountability in the corporate
sector. It has been a visualized
research based on public
platform but little to no
empirical research was evident
to address the corporate sector.

Research Objectives
General Objective

The major purpose of this paper
is to explain how independent
audit enhance the transparency
and accountability in corporate
sector.

Specific Objectives

e Searching for factors that
enhances the accountability
as well as the transparency
in corporate organization
through audit.

« To identify that the
openness and liability of
management in corporate
sector is enhanced by
independent board.

« To identify the medium to
assure the investors about
enhancement of clarity and
openness in corporate
sector.

« To identify ways of

monitoring all
recommendations and
conclusions based on the
factors.
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Literature Review

Particular segment about
transparency and accounting
inside a corporation has been a
prime concept of research due
to its sensitivity level and
expectation. These factors have
been researched associating
various combination like
governance, public fund, IFRS
compliance etc. Very few
articles addressed the financial
audit independence in terms of
gaining transparent and
accountable reporting from the

corporation. Previously
extensive research was
conducted to form a

relationship within the public
sector in terms of accountability
and transparency. While arguing
about the relationship Kim
(2009) states low institutional
capacity, limited stakeholder
participation, and relatively high
levels of corruption are all
characteristics of developing
nations that may impact the
control and evaluation of public
accountability in  the public
sector. The statements resonate
previously stated concern by
Karim & Ahmed (2005) who
states the international financial
world appears to be concerned
about the quality of financial
reporting in emerging markets.
As a result, the public sector is
becoming more and more aware
of the situation and
implementing policy to address
the problem. In emerging
nations, the public sector is now
seeking robust accountability
for government entities at both
the national and local levels
(Adhikari & Mellemvik, 2011).

According to Leffel (2004), it is
an obligation and responsibility
of the organization to
disseminate the truth in line of
the work they have done. In
Bangladesh it is a problem since
the transparency and
accountability has been
questioned on many occasions.
Starting from stock market
crash in 2011 due to the bubble,
there are various recent issues
which raises the gquestion about
proper transparent accounts
and reports. While analyzing the
case of Janata Bank and
Crescent Group, the auditors
were also found irresponsible
which resulted in harsh measure
for the audit firm. Demand for
transparency from the
organization is not a new thing
rather it can be traced back to
Magna Carta in  England.
Transparency is only established
when overall information
exclusive to the firm is provided
by the publicly traded
organization (Bushman et al.
2004). Accountability and
Transparency is ensured when
the firm goes through
systematic steps by gathering,
validating, and dispatching the
information.  Kothari  (2001)
stated that, “No country, no
company, Nno organization, no
individual is inherently
transparent takes hard work and
commitment to achieve it”.
International community has
always been indignant about
the standard of financial
reporting in the developing
countries (Karim & Ahmad,
2005). Responding towards
such issues, agencies like UNDP,
UNDCTAD, IMF and World Bank
are stepping forward to solidify

the system through
reinforcement in accounting
and auditing sector of the
aforementioned area of
territory.  The structure of
international reporting cannot
function properly when majority
of the trading nations are failing
to report inclusive and
transparent financial
statements.  Vested interest
among the regulators and
stakeholder are increasing with
the increase of globalization in
pboth financial and product
market. Reich  (2018) has
observed that exposure to
learning, influencing, and
increasing accountability with
an inclusive goal of shaping firm
productivity is facilitated and
allowed by Transparency being
a morale-boosting institutional
strategy. The moral ground
being established creates an
aura of confidence among the
stakeholders. Also, in a nutshell,
transparency acts as an ethical
corporate strategy with a
materialist worldview that
stakeholders have access to
fundamental, substantive and
procedural information, that
may provide additional benefits
to the associated stakeholders
(Filho et al,, 2016).

Financial reporting is not a new
concept rather it has been
continuing from the age Greek
and Roman civilization. Though
it has evolved but the purpose
has remained  the  same.
According to Davis (2001) we
have glided towards the age of
information from the age of
industry  through  structural
change which was slow paced
initially and accelerated at
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present within the corporation
reporting system. The investors
along with the regulators seek
corporation specific information
which are prepared by the

auditors after rigorous
structural process of
formulation of financial
statements backed by

documents and evidence for
consolidation of the basic
expectation (True and Fair
View). Bushman & Smith (2002)
acknowledged the issue and
also pointed towards the
monetary and economic factor
while sustaining ever growing
financial disclosure. They also
figured positive relation among
financial disclose and economic
development. Glassman (2003)
states “Capital is the engine of
any economy and information is
the oil that keeps the engine
running smoothly”. Opposing
elements and objectives, such
as regulatory changes, external
rhetoric, and corporate
standards, are driving different
actors'  curiosity, but the
agreement is obvious and
acknowledged that it is just
beyond time to fully
comprehend the implications
and efficacy of Transparency
and  Accountability Initiative
(Gaventa & McGee, 2013).

The literature presented in the
sector delineates previous study
based on different relation
among corporate governance,
financial reporting, audit,
transparency, and
accountability. The sectors were
defined as well into public and
corporate sector. After
thorough study of the subject, it
is evident that there is gap in the

identifying the relation of
independent financial audit to
seek transparency and
accountability in the corporate
sector. We have visualized
research based on public
platform but sighted little to no
empirical research to address
the corporate sector. Multiple
research projects were
conducted in different countries
like Zimbabwe, Malaysia,
European Countries, Latin
America, Brazil, Nepal, Nigeria,
USA and UK. Only one research
conducted by Nurunnabi et al
(2011) was close to this study.
Other studies conducted in
Bangladesh were based on
Compliance and  Corporate
governance in the corporations.
This indicates lack of research
on this particular topic. No
study as per our knowledge has
addressed the notion, how
independent audit facilitates the
enhancement of transparency

and accountability by
addressing the factors
responsible within the

corporation. Thus, the study was
successful to figure out the gap
and capitalized on it.

Methodology

It is a quantitative
cross-sectional study which is
based on deductive research
approach. The cross-section
study is observational research
where the data for the sample is
collected at the same period of
time or for one given point. In
this study the questionnaire was
provided to all respondent at
the same time. The study
collected the responses from
the time snapshot and recorded

it. The deduction research
approach was used since it
moves from generalized point
view to a specific conclusion by
testing the hypothesis and
analysing different prevalent
phenomenon from prior studies.
Here in this study the prior
literatures were studied to set
out some of the factors for
accountability and transparency
and was traced back to
independent audit. Hypothesis
testing was also done by
formulating a regression model.
Different phenomenon were
also validated and questioned
after being studied from prior
studies. The study constitutes
both descriptive and inferential
statistics. A set of questions is
prepared to be distributed to
the respondents. The
guestionnaire consists of 15
guestions. The questions were
formulated using 5-point Likert
Scale.

The population of the study
included all the accounts
management team of the
company and the external
auditors in practice. The sample
size is 200. Even though the
sample size is 200, we were
successful in collecting more
than that. All the data set was
collected via online media which
facilitated the study and also
respect the ongoing situation at
hand. The study incorporates
stratified random probability
sampling method.

In the study we collected
responses from two different
parties. By taking stratified
random sampling, we separated
both the contingent into groups
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of similar characteristics and
drew out sample so that all
levels of population are ensured.
The goal was to ensure proper
ratio of different officials of
different ranks are incorporated
in the study so that the study
put forward all the ideologies
and thought processes from

different  segment of the
population. Descriptive
Statistics and Regression

analysis was performed for the
purpose of the study.

Research Hypotheses

HaA- Internal control system
within the corporate has
influence over
enhancement of
accountability and
transparency.

HbA- Disclosure of risk have
influence over
enhancement of
accountability and
transparency.

HcA- Competency of Internal

Auditor have influence

over enhancement of
accountability and
transparency.

HdJA- Adherence to IFRS by the
company have influence
over enhancement of
accountability and
transparency.

Analysis and Interpretation

SPSS version 25 was used to
analyze the data for the purpose
of inference and conclusion. The
following tables represent the
descriptive and inferential
statistics. For descriptive
statistics there is descriptive
and cross tabulation to show
the overview of the data and the
results. The regression was
conducted to infer about the
model related to accounting
and transparency.

Demography

The study was conducted with
respondents from two different
groups. The qguestionnaire was
circulated to both male and
female group. For the purpose of
the study external auditors and
staff of the management were
selected to conduct the survey.
From the table we can see that it
was a heterogenous mixture. In
total there were 213 respondents
although the aim was to get 200
respondents in total. Among the
213 respondents, there were 159
males and 54 females.

Descriptive Analysis

The following table is the
descriptive statistics based on
the data collected. The
descriptive statistics was
conducted to know about the
broad overview of the response.
Specifically, it shows the mean

value with the highest and
lowest responses in the
spectrum. The standard
deviation shows the response
dispersion throughout the
responses provide by the

respondent. It is essential to the
level of standard deviation to
know about the variability of
responses. It also helps to know
the general perception from the
mean value. Since there was no
missing value, total 213
respondent were calculated in
the descriptive statistics.

Table 01: Demographic Details

External Auditor
Management
Total

Female Total
27 96
27 17
54 213

106

JULY - SEPTEMBER 2023 | The Bangladesh Accountant



Table 02: Descriptive Statistics
Descriptive Statistics

N Minimum Maximum Mean Std.
Deviation
Accountability and Transparency 213 1 4 2.30 741
Internal Control 213 1 4 2.02 934
Risk Disclosure 213 1 4 2.27 967
Adherence with IFRS 213 1 4 223 .600
Presence of Internal Auditor 213 1 5 2.94 1.293
Independent Audit and Internal Control 213 1 5 3.53 1.084
Independent audit and Risk Disclosure 213 1 5 3.54 1122
Independent audit and IFRS 213 1 5 3.65 112
Independent audit and Internal Auditor 213 1 5 3.43 1129
Management liable for independent board 213 1 5 3.67 1.089
Management competent among independent board 213 1 5 3.60 1123
Investor confidence with Risk Disclosure 213 1 5 3.70 1.118
Independent audit and accountability and transparency 213 1 5 3.31 1.263
Co-operation of management and external auditor 213 1 5 3.68 1154
Management role in external auditor independence 213 1 5 3.64 1.250
Valid N (listwise) 213
From the table O2 it can be seen accountability and and signify the trust on the

that the respondents think that
the accountability and
transparency in the corporation
of Bangladesh is moderately
satisfactory with a mean score
of 2.30. The main reason behind
such thought process is lack of
proper implementation of
regulations and monitoring of
the regulatory bodies.
Successive market crashtook
toll on the confidence of both
the investors and creditors. The
management and external
auditors had the chance to
introspect on the businesses
since they are working from
inside. The mean score for the
variables internal control, risk
disclosure, adherence with IFRS
and Internal Auditor ranges
from 2.02-2.94 which provides a
mere perception about the
respondent intuition regarding
issue affecting the

transparency. The value is close
to neutral which indicates that
the respondents are not sure
about the present scenario and
still finding it difficult to confer
about the situation with a solid
answer. Adherence with IFRS
ensure proper accountability
and transparency but the
respondent had a mean score of
223 which needs to be
addressed. The reason needs to
be figured out why the
respondents who form core part
of the management and audit
have such intuition when it
comes to adherence with IFRS.
From the descriptive analysis it
can be seen that the
independent audit has a positive
impact on Internal Control, Risk
Disclosure, Adherence with IFRS
and Internal auditor. The mean
score ranged between 3.43 to
3.65 which shows a positive sign

external

independent
Respondent also believe that

audit.

the Management perform well
with the presence of
independent board in the
corporation and remain open
and liable with a mean score of
3.67 and preparation of good
financial statement with a mean
score of 3.60. The industry

standard disclosure for
enhancing investors’ confidence
and coordination and

co-operation between auditor
and management also seem
necessary from the perspective
of the respondent with a mean
score of 3.70.

Cross Tabulation

The Cross tabulation was
conducted to see the
perception of External auditors
and management on different
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statements. The results are
interpreted on a summarized
version. The full details are
provided in the appendix for
reference.

The following table 03 is the
summarized version of the cross
tabulation.

All the figures and values for
individual  statements  were
sourced from SPSS version 25
where the raw data was
presented and cross tabulated.
Previously we went through the
descriptive analysis of all the 15
questions which gave us the
overall idea about the data set
and the perception of the
respondents. Now if we analyze
each of the statements on the
basis of the cross tabulation, we
can interpret the following-

We all know that for external
audit we need to scrutinize
financial statements and seek
out the material misstatements,
but it is also the responsibility to
assess the internal control
system of the company for
increasing the frequency of the
scrutiny. From a general point of
view, people expect the auditors
to seek out any flaws in the
internal control system. The
respondent in the study were
also adhering to the common
perception which reflected in
the crosstabs that 54.95% of the
total sample agreed with the
statement and 282% were
neutral on the ground. 55.3%
and 547% of the external
auditors and the management,
respectively, agreed to the
statement.

While discussing about the
disclosure of the risk and
financial figures of the company
it is a grave responsibility of the
external auditor to remain
independent while assessing it.
The independent audit provides
a good platform to ensure that
the company is disclosing the
evident risk within their financial
statements. The results of the
study also acknowledges the
same, where 57.3% of the
respondents agreed and 25.4 %
remained neutral.

Each and every company
prepares their financial
statements according to the
rules and representation
provided by the IFRS. Among
the responsibilities of the
external auditor, scrutinizing the
adherence of the financial
statement of the company with

Table 03: Cross Tabulation Summary

Statement

Independent audit is able to detect flaws and evaluate

internal control system

Independent audit ensures proper disclosure of risk and

financial figures of the company.

Independent audit scrutinized financial statement

adherence with IFRS by the company

Independent audit can rely on the figures presented by

management in presence of competent internal auditor.

Independence in External audit doesot provide platform

for enhanced accountability and transparency

Independence of External audit is not controlled by

Management

The Management is more open and liable in presence of

independent board

The Management functions well and prepare flawless

financial statement in presence of independent board.

Industry standard disclosure and seHexplanatory financial

figures made available online enhance investors’

confidence.

Co-operation and Ccoordination between management and

external auditor ensures investors’ confidence

54.95 (EA- 55.3, M- 54.7)
57.3 (EA-62.5 M-53)
60.6 (EA- 65.6, M-56.4)
53 (EA-62.5 M- 45.3)
48.8 (EA-50.1, M- 47.9)
58.7 (EA- 63.2, M-54.7)
60.5 (EA- 55.2, M-65)
57.3 (EA- 58.4, M-56.4)

61.5 (EA-60.4, M-62.4)

59.6 (EA-60.4, M-59)

Neutral (%)
28.2 (EA-25, M-30.8)

25.4 (EA-24, M-26.5)

23 (EA-18.8 M-26.5)
23.5(EA-19.8M-26.5)
21.6 (EA-19.8, M-23.1)
221 (EA-21.9, M-22.2)

221 (EA-25, M-19.7)
24.9 (EA-20.8, M-28.2)

23.9 (EA-20.8, M-26.5)

25.4 (EA-28.1, M-23.1)
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IFRS is a vital one. The
respondents also think the same
as 60.6% of the total agreed
with the statement where the
external auditors were 65.6%
and management were 56.4%.
For this statement, 23% of the
respondents remained neutral
about it.

Presence of a competent
internal  auditor within  the
company makes it easier for the
external auditor to conduct the
audit. The management is being
supervised by the internal
auditor which ensures the check
and balance within the
company. It helps the external
auditor while assessing the
materiality and the sampling
procedure during the audit
tenure. From the responses of
respondents, 53% of the total
sample  agreed with  the
statement that independent
audit can rely on the figures
presented by the management
in  presence of competent
internal auditor. This portion of
the study needs to be analyzed
more since a fair portion of the
respondents disagreed with the
notion. The study would like to
raise a flag on the issue.

Independence in external audit
is highly essential for creating a

good platform for
accountability and
transparency. Through

independence in external audit,
proper accountability is ensured
and enforces the management
to be transparent in their
performance and day to day
transaction which also confirms
with the respondent’s intuitions
where people agreed 48.8% and

21.6% remained neutral. External
auditors at the more 50.1% and
the management agrees lesser
extent at 47.9%

Audit is a procedure which is
entrusted by the shareholders
to give them assurance about
the business functionality and
precision. The board is usually
responsible in selecting the
auditor for the company.
Management is also an integral
part of the decision-making
process. During the audit
procedure, independence is one
of the core values which needs
to be carried out throughout the
audit tenure. Biasness in any
regards jeopardizes the main
goal of the audit and
deterioratesaudit quality. The
management should not
influence the independence of
the external auditor. From the
responses we can affirm that
58.7% agree that independence
of external audit is not
controlled by management.
62.3% of the External auditors
and 547% of management
agrees to the statement. 221%
were neutral in their opinion.

Having an independent board is
a necessity for a company to run
smoothly and free of bias.
According to Company Act
1994, it is mandatory to have an
independent director in the
board to maintain
independence within the board.
From the responses provided,
we can affirm that the
management remains open and
liable and also prepares flawless
financial statements in the
presence of an independent
board.

While talking about the
confidence of the investors,
disclosure and self-explanatory
financial figures enhances the
investor confidence manyfolds.
Most of the investors try to
make informed decisions while
investing into different
companies. A company trying
to provide distinct and clear
financial data will surely be
embraced by the investors with
confidence. It indicates
accountability and transparency
within the company. 61.5% of the
total sample agree that industry
standards disclosure and
self-explanatory financial figures
made available online enhances
investors’ confidence. Among
the group 60.4% and 62.4% of
external auditors and
management agreed to the
statement. This reflects that a
fair number of respondents
could relate with the
statements.

Regression
The study relied on the model:

AccT= a+ BIC+ B, RD+ B,IFRS+
B,JA+ €

Where AccT is Accountability
and Transparency, IC is the
Internal Control, RD is the Risk
disclosure, IFRS is the
adherence with the IFRS
standards and |A is the presence
of competent in Internal auditor.
The € is the error term or the
residual which is used in the
model. By the running the
regression in the SPSS. We got
the following results.
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Table 04: Regression Results

Model Unstandardized B T Value Sig
(Constant) 857 4.402 .000
IC 138 2.878 .004
RD 210 4.748 .000
IFRS 420 5.589 .000
IA -087 2.787 .006
R 62.7% R Square 39.4%
F (4,208) 33.770 Sig .000

Dependent Variable: AccT

After the regression if the values
are put within the equation, then
we see the following:

857+ 138*IC+ 210*RD+
A20%IFRS+ (-.087) *IA+ €

From the above table 04 we can
see the regression result which
was conducted with a vision
topredict relationship of the
Accountability and
Transparency of the corporation
in Bangladesh with the variables
like Internal  control, Risk
disclosure, adherence with IFRS
and presence of competent
Internal  auditor.  From the
regression we know that the
value of R is 62.7% which
indicates that the four variables

(Hair et al, 2011). All the
variables are statistically
significant since the significance
for each of the variables lies
within  the 95% confidence
interval. As a result, we are
allowed to reject all the 4
hypotheses which we have
promulgated earlier. So, it can
be said that presence of good
internal control, providing
proper and adequate risk
disclosure in  the financial
system, adhering with the IFRS
rule and standards and
presence of competent internal
auditor has a  significant

relationship with Accountability
and  Transparency of the
Company in Bangladesh. In the
summary it can be told that the
R and R Square value of the
model is 62.7% and 39.4%
respectively which indicates the
explanatory power for the
variables which are independent
to delineate about 62.7% of the
changes in the dependent
variable Accounting and
Transparency. Here, the p-value
associated with this F value is
very small, p =0.000, which is
less than 0.05, and indicates
that, overall, the regression
model statistically significantly
predicts the outcome variable
(i.e, it is a good fit for the data).
To summarize, the model s
statistically significantly in
predicting the accounting and
transparency in the corporation
F (4,208) = 33.770, p (000)
<.05.

From the above analysis the
following table can be
concluded.

Table 05: Hypotheses Decisions

deratel lsted with Null Hypotheses Decision

are moderately correlated wi

dependent Y variable H. Null Hypothesis- Internal control system within the Reject
P tabilit q corporate has no influence over enhancement of

?ccoun abiity The R an accountability and transparency.

ransparency. e square

valuepis 39 A?/% which reprecients H.Null Hypothesis- Disclosure of Risk does not have any Reject

) influence over enhancement of accountability and

the moderate strength of transparency

prediction. So, 39.4% can be — _ _

explained with this rT:ooIeI and H. Null Hypothesis- Competency of Internal Auditor does not Reject
. have any influence over enhancement of accountability and

residual can lbe added by £

including more variables into it. ransparency.

It was found in previous studies H. Null Hypothesis- Adherence to IFRS by the company does Reject

that an R square value of 0.75 is
considered substantial, 0.50 is
moderate, and 0.25 is weak

not have any influence over enhancement of accountability

and transparency.
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Conclusion

The main objective of the study
was to explain how independent
audit enhances the
transparency and accountability
in corporate sector. The study
was successful in finding the
factors for transparency and
accountability. From the study it
was evident that internal
control, risk disclosure,
adherence with IFRS and
presence of competent internal
auditor has a  significant
influence over maintaining
accountability and
transparency. The model was
formulated which was a good fit
and moderately explains the
dependent variable which is
accountability and
transparency. '"The factors
identified were related to both
accountability and transparency
and independent financial audit.
Accountability and
Transparency can be ensured
through independent audit
which tackles internal control
system of the corporation, risk
disclosure requirements, checks
adherence with IFRS and relies
on competent presence of
internal auditor. Apart from this
presence of independent board
help the management to sustain
better in the corporation and
grow the confidence of the
investors.  The co-operation
between the management and
external auditor ensures a
suitable environment which is
appropriate to Create
accountability and transparency
for the long run.

Initially the study identified four
factors which can enhance

accountability and transparency
within the corporation. Later
independent audit was able to
establish a relationship with
those previous factors.
According to the respondents
Independent audit is successful
in addressing all four factors
within the corporation. And
thus, independent audit has a
relation to ensure accountability
and transparency within the
organization. For further
research we can introduce more
variables in  the regression
model to explore more factors
which influence transparency
and accountability.  For a
company to earn trust and
goodwill while protecting the

firm’s reputation among
investors, partners, rmployees,
customers and other

stakeholders, it is important to
be as transparent and
accountable as possible. It
ensures stronger adherence to
compliance. Major factors
acting as prerequisites to
accountability and transparency
include strong internal control
system, efficient, proper and
adequate risk disclosure system,
strong adherence to IFRS
standards and having complete
disclosure of internal audit.
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.ﬁ bstract
Bangladesh has recently

adopted a new set of financial
statements for government
accounts which are in
compliance with IPSAS
cash-basis standard. This paper
examines the major changes in
terms of reliability and
understandability of financial
reports under IPSAS cash basis
compared to that of existing
government standards of
Bangladesh and analyses the
success factors and challenges
in implementing IPSAS.
Qualitative research method
through document reviews is
adopted for this study. The legal
framework  of Bangladesh,
government accounting
framework, audited financial
statements, cash-basis IPSAS,
and other literature on public
sector accounting have been
extensively reviewed. This study
finds that the significant
differences in existing practices
of government accounting from
the IPSAS cash are mainly on
the presentation and disclosure
requirements, and the new
IPSAS compliant financial
statements are more
understandable. Reduced
number of financial statements,
a robust statement of cash
receipt and payment with a
reliable cash balance,
comparative figures and
accounting policies on the face
of the financial statements are
the features of new format.
Comprehensive Chart of
Accounts, a homegrown IFMIS
and surge of electronic payment
and receipts are identified as the
success factors for

implementing IPSAS cash in
Bangladesh. However, there is a
need for capacity development
of government accountants and
updating account
code/standards and manuals to
yield the promised benefits of
IPSAS.

Keywords

IPSAS cash, government
accounting, Finance Accounts,
Bangladesh.

Introduction

Public Sector Accounting (PSA)
plays a crucial role in producing
reliable and timely information
to the decision makers to
achieve core objectives of PFM
(PEFA, 2018). In order to
enhance quality and
standardization  of  financial
reporting practices, the main
focus of reform in PSA has been
put on harmonization  of
financial reporting (Legenzova,
2016; Wang, 2014). the
International Public  Sector
Accounting Standards (IPSAS)
has become a global standard
for assessing these reform
initiative (Polzer, et al, 2022).
Some of the significant benefits
fromm adoption of IPSAS are
better decision making,
enhanced accountability and
transparency and comparability
(ACCA, 2017). According to
World Bank (2010), [IPSAS
adoption facilitates the
evaluation of public institutions’
effectiveness, enhances the
standard of financial
management, and streamlines
communication with the general
public by providing an accurate
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and unbiased representation of
the government’s assets,
finances, revenues, and
expenditures. Despite numerous
promised  benefits, country
specific studies suggest that
adoption of IPSAS is a complex
and technically demanding,
lengthy and resource
consuming process (Adhikari et
al., 2021; Polzer et al,, 2020).

Generally, development
partners recommend to adopt
cash-basis IPSAS first; as a
stepping stone to pathway to
accrual (Adhikari et al., 2015).
For Bangladesh, World Bank
(2007, 2010) emphasized the
importance of adopting IPSAS
cash to enhance timeliness and
quality of financial reports. In
order to improve decision
making and transparency,
adoption of cash-basis IPSAS
has been one of the major PFM
reform actions of the
government of  Bangladesh

(PFM Reform Strategy
2016-2021). Following the
strategy, The PFM Action Plan
2018-2023 of government of
Bangladesh outlines the road
map for implementation of
IPSAS compliant financial
reporting. In line with the action
plan, Bangladesh adopted
cash-basis IPSAS in the vyear
2021. Government accounting of
Bangladesh is mainly cash basis
with a few exceptions and this
system of accounting persists
since British colonial period. For
developing countries, local
accounting practices are not
always defective and, to some
extent, it surpasses the
requirements of IPSAS, but
epistemic community ignores
the positive aspects of local
accounting practice when
advocating for IPSASs
(Jayasinghe et al., 2021). This
warrants a detail study to find
out whether there is any notable
benefit fromm migration to cash

based IPSAS from inherited
government accounting or the
adoption of IPSAS cash is
merely an exercise to meet the
development partners’
requirements.

[t is also important to study
particular jurisdiction to see the
specific changes in financial
reporting and the
corresponding benefits from
adopting IPSAS cash. In this
backdrop, this study seeks to
identify the major
improvements in  terms of
reliability and understandability
of financial reports under IPSAS
cash basis compared to that of
existing government standards
of Bangladesh and aims to
analyse the major success
factors and challenges in
implementing IPSAS.

The remainder of this paper is
structured as follows: section-ll
discusses the existing
government accounting
framework of Bangladesh from
legal and technical perspective,
section-lll highlights the
features of IPSAS and its
adoption process in
Bangladesh, the notable
impacts on usefulness by
migration from current national
accounting to IPSAS based
accounting are highlighted in
section-1V, various factors
regarding implementation of
IPSAS are analysed in section-V
and section-VI concludes.

Existing Government
Accounting Framework
of Bangladesh

The existing accounting
procedure and financial
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reporting structure of
government accounting
originated from the British India
when, the main emphasis of
accounting was to report
amount of cash inflows from
taxations and borrowings
against  cash outflows for
expenditures; and the closing
balance is produced by adding
the changes in cash to the
opening balance (Edwards,
2023). As far as basic
accounting principles and style
of presenting accounts are
concerned, there has been little
changes from colonial period to
current period. The title of the
annual accounts became
“Finance Accounts” instead of
‘Finance and Revenue Accounts’
after Promulgation of Audit and
Accounts Order,1936 repealing
the Auditor General Rules, 1926.
In Bangladesh era, laws such as:
The Comptroller and Auditor
General (Additional Functions)
Act, 1974 and The Public Moneys
and Budget Management
(PMBM)  Act, 2009 have
maintained the same
nomenclature. According to
these statues, the main subject
matter of these accounts is
annual receipts and
disbursements.

The pivotal provision for setting
of accounting principles and
procedures was explicitly
spelled out in Government of
India Act 1935, section no 168. It
established the Auditor General
as the authority to prescribe the
“forms of accounts” with the
approval of the Governor
General  which still exists in
Bangladesh constitution (article
131). This far-reaching provision

authorizes the Comptroller and
Auditor General (CAG) with the
approval of the President to
change the formats of accounts
without any new legislation
(World Bank,2007).

In the year 1938 a four volume
Account Code was first issued
by the Auditor General. the
latest account code issued in
1996 also contain four volumes:
Volume-l deals with general
principles and methods of
accounts; Volume-IV details the
technical procedure of
compilation of accounts and
prescribes the Format of the
Finance Account (templates of
all statements included in the
Finance Accounts); and
Volume-Il and Il are dedicated
to accounting procedures
performed at district and thana
accounts offices and
departmental offices
respectively.

The format of Finance Account
is dictated by the legal
framework under which
budgetary and other financial
subjects operate. Separate

presentation of: charged
expenditures from other
expenditures and revenue
expenditures from other

expenditures is a constitutional
requirement (Article 87) for
budget which are eventually
reflected in the annual accounts.
Moreover, the constitution of
Bangladesh (Article 84)
establishes two funds:
Consolidated fund and The
Public Account of the Republic;
all financial transactions of the
government have to be linked to
anyone of these two. As a result,

accounts have to be prepared in
line with two funds. Apart from
Finance Accounts another
annual account of government
is Appropriation Account which
is mainly a comparative
statement of budget versus
actual amounts in terms of
expenditure made out of the
Consolidated Fund.

Adoption of IPSAS cash
standard in Bangladesh

It is argued that conventional
cash based accounting is not
capable of  presenting a
comprehensive picture of the
total assets and liabilities of the
government to visualize the
long term impacts of political
decision on the financial
statements (PWC, 2013).

In addition to accrual standards,
IPSAS cash standard was first
issued in 2003 which was
updated in 2006 and 2007 and
the latest revision took place in
2017 (Huang, 2018). Despite the
huge number of promised
benefits, migrating from
conventional cash accounting to
accrual based accounting is not
an easy and simple process
(Khan and Mayes, 2009), and
countries have struggled and in
extreme cases reverted to cash
based accounting (Adhikari, et
el, 2021). For most of the
developing countries it s
difficult to implement [PSAS
accrual as these nations have
weaker PFM and accounting
system (Christiaens et al., 2015).
Due to the similarity to the
traditional cash based
accounting, less technical
complexity and limited cost
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implications, developing
countries are likely to embrace
cash- basis IPSAS (Chan, 2006).

The purpose of the IPSAS cash
basis standard is to prescribe a
framework for general purpose
financial reporting under cash
basis of accounting. IPSAS cash
standard has two parts:
mandatory requirements and
non-mandatory requirements
(IPSASB,2022). Adherence to
the mandatory requirements
and the encouragements of this
standard will increase
comprehensiveness and
transparency of the financial
reports prepared focusing on
cash receipts and cash
payments by an entity (Jensen,
2018).

Although the adoption of cash
based IPSAS was expected to
be simple to compare with
accrual based [IPSAS, only
limited number of nations
adopted IPSAS cash (IPSASB,
2010). There is a gap between
announcement for adoption of
IPSAS and actual
implementation of IPSAS by
various nations (Polzer et al.,
2020). The factors behind poor
implementation statistics could
be divided into two categories:
(a) technical factors and (b)
non-technical factors. Apart
from true technical issues,
reasons for non-adoption of
IPSAS are: the benefits are often
exaggerated and untested (Wall
and Connolly, 2016); for some
countries it is only an exercise
seeking legitimacy (Lassou,
2017; Nagirikandalage and
Binsardi, 2015); and adoption of
IPSAS is mainly a development
partners’ requirement rather

than a domestic need (Hopper
et al., 2017).

However, on the technical
ground, IPSASB Task Force
Report, 2010 identifies the
followings as major obstacles in
the process of adopting IPSAS
cash:

mandatory requirement to
prepare consolidated
financial statements,

ii.  mandatory requirements for
disclosures of information
about external assistance
and payments made by
third-parties.

Taking into consideration of the
facts related to technical
impediments in implementing
IPSAS cash, the particular
standard has been revised
accordingly in 2017. This major
step by IPSASB paved the way
for smoother adoption of IPSAS
cash by many developing
countries.

The process of adoption of
IPSAS cash in Bangladesh
started in 2007. According to
the report of World Bank
(2007):

“Ministry of Finance (MOF) has
issued an order requesting the
Controller General of Accounts
(CGA) to do the needful to prepare
GOB financial  statements in
accordance with IPSAS Cash Basis.
The first set of [IPSAS-based
statements for the core ministries
(excluding specialized
organizations) will be produced for
(fiscal year) 2007-2008.”

The formal adoption of IPSAS
cash took place in 2021 as the

President approved the new
IPSAS compliant Finance
Accounts format prescribed by
the CAG (Finance Division,
Ministry of Finance, memo no.
07.00.0000.082.35.001.21-439,
date 29-12-2021).

Expected benefits of
migration from existing
cash-based national
accounting to IPSAS
cash-based accounting

Being a cash-based accounting
system, there is little
fundamental changes in
accounting  recognition and
measurement when adopting
IPSAS cash. However, the
notable changes will be there as
far as presentation and
disclosures are  concerned.
Cash-based [IPSAS, with its
standardized  framework, s
expected to be superior to the
traditional cash basis and
modified-cash basis accounting
systems, which lack a universally
accepted standardized mode of
accounting (Mostafa et al,
2017). It is argued that timely
reporting of reliable and
understandable accounting
information leads to greater
usefulness of government
financial statements (Ferguson,
2017). The significant changes
due to migration from existing
government cash based
accounting to cash basis IPSAS,
and the expected benefits from
these changes are analyzed
here:

Standardised Financial
Statements: the old Finance
Accounts  consisted of 14
statements with 25 schedules
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and 7 appendices. Although the
number of statements is plenty,
the information presented is of
limited use to the users (PFM
Reform Strategy 2016-2021).
The schedules and appendices
do not have a direct relationship
with the statements (Khan,
2022). Users are to a large
extent baffled by maze of
statements and schedules
which make the overall Finance
Accounts less appealing and
understandable. The former
Auditor General of Canada,
Ferguson (2017) argues that
care should be taken to prepare
and present the government
financial statements in such a
way that users understand them
better.

The new Finance Accounts
format includes only 5
statements: (1) Statement of
cash receipts and payments, (2)
Comparison of Budget and
Actual amounts, 3
Comprehensive receipts and

disbursement under  public
accounts, (4) Summary of
Financing activities and (5)
Summary of Balances. First two
statements are prepared in
accordance with the mandatory
requirements of IPSAS cash
basis standard. The other
statements are prepared in
compliance with the provisions
of the Constitution and other
legal requirements. Besides,
there are adequate notes on the
face of the accounts to provide
additional information.
Therefore, smaller number of
financial statements supported
by logically arranged sufficient
notes for fair presentation of
information significantly
increases the understandability
and robustness of the
information presented.

Visible Accounting Policies:
New [IPSAS cash compliant
format of Finance Accounts
discloses the accounting
policies explicitly in the

Financial statements. In the
earlier format these principles
and rules are not usually
disclosed on the face of the
financial statements rather they
were contained in  Account
Code. Publishing principles and
policies in a different document
rather than on the face of
Finance Accounts makes the
financial statements less
comprehensive and transparent.

Robust Statement of Cash
Receipts and Payment: One of
the mandatory requirements of
IPSAS cash standard is to
produce a statement of cash
receipts and cash payments
which  recognizes all cash
receipts, cash payments and
cash balances controlled by the
entity. Tt can be seen that
Government Accounting is not
strictly in cash basis. It is actual
cash plus a few transactions
under accrual basis accounting
(Account Code volume-l;
GASAB, 2008; ADB, 2018).
Transactions for which cash
actually do not move eg.
General Provident Fund (GPF)
interest, write off of loans are
also reflected in  previous
finance accounts. As a result,
there are harmonization issues
between traditional statement
and new IPSAS compliant
statement of cash receipt and
payments. |If proper care s
taken in this regard, the cash
receipt and payments
statement will be more focused
and transparent leading to
reliable cash balance.

Reliable Cash balance: In line
with IPSAS cash standard, the
cash balance of the entity is to

18
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be presented at the year end
and rest of the items presented
in statement of cash receipts
and disbursements are just cash
inflow or cash outflow. Being a
balance, the closing balance of
cash has to be carried forward
from reporting year to following
year as opening balance of the
latter one. Therefore, it s
fundamental to ensure the
faithful representation of the
cash balance which must be
complete, free from material
error and most importantly
verifiable (para 1.3.27. IPSAS
cash standard).

In the earlier Finance Accounts
disclosures on face of the
financial statement relating to
cash balance are extremely
limited (Igbal, 2021, Audited
Finance Accounts 2017-18,
World Bank, 2007). Which
reduces the level of financial
integrity of the Accounts to
certain extent (PEFA, 2018) and
can potentially lower the
confidence of the users on the
accounts. Other than a few
exceptions, cash balances of the
public accounts are kept with
the banks and banking business
of government is conducted by
Bangladesh  Bank  (Account
Code, Volume-l). it is necessary
to reconcile the cash balances
recorded in books of accounts
of CGA against the balance
reported by the bank. The
obvious reasons for any
difference between the two
balances are: cheque issued but
not paid, cheque deposited but
not credited (IPSASB, 2011). In
addition, difference could arise
due to hybrid (cash and accrual)
accounting  treatment, cash
remained unreported to the

bank or in extreme cases,
unsettled mismatches
cumulated over the years.

Although article 129 of Account
Code IV requires monthly bank
reconciliation  certificate, in
published accounts so far such
reconciliation and other related
disclosures have not been
presented (PFM Reform
Strategy 2016-2021; Khan,
2022). IPSAS cash compliant
financial statement is supposed
to present the financial
information fairly with sufficient
disclosures to provide the
assertions required by
International Standards  on
Auditing (SA) 315 such as
existence, rights and
obligations, completeness and
valuation on cash balance

Prior Period Adjustments and
Errors: Even though the
existing Account Code does
have a provision for correction
of error after submission of June
final accounts (Account Code,
Vol-1V, article-107.b), there is no
provision for restating the
comparative figure, neither any
provision for disclosures on
correction of errors. This is one
of the significant issues the new
IPSAS compliant Finance
Accounts going to address. The
current opening balance of cash
has to be drawn from the
restated closing cash balance in
prior year if there is any error.
Prior year adjustment, nature of
error and amount of correction
has to be disclosed in the notes
to the Financial Statements
(IPSASB,2022).

Comparative Figures: This
important aspect of presenting

financial information was
missing in previous government
financial statements. The new
IPSAS compliant financial
statements will help the users
more to understand how the
financial performance of the
government changed over time
and to identify areas for
improvement.

Reporting on Restrictions on
Cash Balances: Cash
restrictions refer to the
limitations or conditions placed
on the use of cash resources,
IPSAS cash standard requires
governments and other public
sector entities to report on cash
restrictions According to IPSAS
cash (paragraph 1.4.9) an entity
must disclose in notes to the
financial statements together
with commentary on nature and
amount of:

Significant cash balances
that are not available for use
by the entity;

ii. Significant cash balances
that are subject to external
restrictions; and

iii.  Undrawn borrowing
facilities that may Dbe
available for future

operating activities and to
settle capital commitments,
indicating any restrictions
on the use of these facilities.

Disclosures on cash balance
subject to external restriction
may become significant when
receipts from grant or donations
need to be used for a specific
purpose.
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Comparison of Budget vs
Actual Amounts: it is an
authoritative requirement of
IPSAS cash standard to present
a comparison between budget
amounts and actual amounts
when the entity makes the
approved budget publicly
available. According to the
cash-basis IPSAS  standard
(Paragraph 1.7.2), the approved
budget reflects the anticipated
revenue or receipts expected to
rise in the annual budget period
and expenses or expenditures
approved by a legislative body.
Since Appropriation Account
deals with expenditure/
disbursement only, these
accounts do not fulfill the
requirement of the IPSAS. The
statement no. 2 of the newly
approved format of Finance
Accounts presents the required
comparison between budget
and actual amounts

Success Factors and
Challenges in
Implementing IPSAS
Cash

IPSAS cash requires a number of
relevant aspects of accounting
and overall PFM are working in

synchronization. In this
connection, the success factors
(currently available) and

challenges (require significant
improvement) are summarized
below:

Success Factors

A new Chart of Accounts: A
massive shift took place in the
arena of government
accounting when a new chart of
accounts (COA) namely
Budgeting and  Accounting
Classification System (BACS)
has been introduced in financial
year 2018-2019. In addition to
the national requirements this
COA is aligned with
Government Finance Statistics
(GFS) and IPSAS (Khusru, et al,,
2022). Unlike previous
classification, this coding
structure now embraces the
internationally accepted
classification of business
transaction known as revenue,
expenditure, assets, liabilities
and equity. The coding
structure is capable of gathering
of information on a broader set
of government entities,
reporting on both financial
assets and liabilities, and
reporting on the location of
spending. Technically, this
system has been developed
based on general ledger
framework concept. Moreover, it
is designed in such a way that
consolidation could be
performed and accounting for
third party payments such as
Direct Project Aid is possible
now (Khan, 2019).

Success factors Challenges

Comprehensive Chart of Accounts

Need for capacity development

Management Information System

Homegrown Integrated Financial

Revision of Account Code

receipts

Surge in electronic payments and

ISSAl based auditing standards

Increasing awareness towards
government accounts (Financial
statements)

iBAS++: Integrated Budget and
Accounting System is the
integrated financial
management information
system (IEMIS) of the
Government. This system has
brought remarkable
improvements in  structural
strength of government
accounting by speeding up
accounting activities and
enhancing disclosure of
information (Rajib and Hoque,
2017). Being an in-house
development, the system s
more likely to respond
efficiently to changes and
adjustments  when necessary
(Una and Pimenta, 2016). The
introduction of “General
Ledger” is aimed to strengthen
budgetary and  accounting
control, facilitate double entry
accounting and producing
reliable financial report for the
users (Cavanagh et al, 2016;
Premchand, 1995).

Furthermore, it is able to record
and process a huge amount of
government transactions
comprehensively and efficiently
in line with new COA. Delay in
submission of accounts from
Defense, Railways and other
self-accounting entities to CGA
have been identified as the
major impediment in producing
timely annual accounts for
Bangladesh (ACCA, 2017 ; Mnif
and Gafsi, 2017; Wang and Miraj,
2018). iBAS++ is likely to resolve
the problem of delay and will
assist  in producing timely
financial reports. This system
which is working based on a
robust COA will facilitate
preparation of reliable financial
report as required by IPSAS
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cash (Khusru et al, 2022).
However, iBAS++ has some
issues with timely reporting
(Saxena et al, 2022) and in
some cases the system
struggles due to lack of
appropriate software
requirements specification
(SRS) (Khan, 2022).

Surge in Electronic Payments
and electronic receipts: A
significant rise in disbursements
through Electronic Fund
Transfer  (EFT) has been
observed. On the receipt side,
an increase in use of Automated
Chalan (A- Chalan) almost
eliminates the cash float i.e. cash
already received but delay in
reporting to the Treasury Single
Account (TSA) Dbecause of
intermediate banking
operations. These are two highly
impactful instruments for
providing more efficient and
responsive cash management
processing and service
provision (Chowdhury, 2022).
However, coverage of EFT and
A-Chalan have to be increased
as the share of both EFT and
A-chalan is not satisfactory
(Saxena et al,, 2022).

New Auditing Standards: CAG
Bangladesh has promulgated

Government Auditing
Standards of Bangladesh in 2021
which are based on

International Standards on
Supreme Audit Institution. The
new  standardized set  of
financial statements warrant
compatible auditing standards.
The newly issued auditing
standards of CAG will fulfill the
auditing requirement of the
Finance Accounts.

Challenges

Need for Capacity
Development: Although the
new Finance account is IPSAS
cash based which seems simple,
it demands certain level of
technical knowledge. There is a
shortage of skilled and
interested personnel in the field
of government accounting
(Khan,2022). Moreover, there is
little incentive for government
accountants/ officials to pursue
reforms such as implementation
of IPSAS standard which
requires high level of
commitment and support from
the management (Rajib et
al.,2019).

Professional qualifications such
as CIPFA and IPSAS trainings
are useful in understanding the
concepts of [IPSAS, however,
these initiatives lack adequate
fusion between national
accounting practices and
international standards.
Continuous professional
development is a must in terms
of updates on IPSAS and its
corresponding impact on the
government financial
statements. In an IT reliant
accounting environment,
accounting staff should have
thorough command over the
accounting issues so that
effective business requirements
could be placed to IT staff.

Revision of Account Code: IT
based accounting, new chart of
accounts and surge of
electronic receipts and
payments have warranted a
requirement to overhaul the
existing account code. Adoption

of cash-basis IPSAS is going to
amplify the need for revision of
Account Code. The traditional
national accounting standards
ie. account code contains
accounting principles,
description of accounting
methods and accounting
procedure, whereas IPSAS
standard mainly deals with
reporting, evaluating and
disclosure of accounting
information (Otavova, 2011). The
new chart of accounts and the
IPSAS compliant Finance
Account Format are the integral
part of  Accounts Code,
therefore, the account code is
already  updated. However,
revision of accounting
procedures in line with IPSAS
cash fulfilling financial reporting
requirements will be a
challenging work.

According to the Audited
Finance Account 2017-2018,
there are issues with the
reconciliation of external debt.
The account code needs to
incorporate adequate provisions
for comprehensive recording
and fair presentation of
balances of the government.

Attention for Government
Accounts: Despite being the
statement on how budget
estimates realised in actual,
annual accounts of the
government get a negligible
attention from the media and
the parliamentarians compared
to the budget (Stewart, 2022).
In Bangladesh, the popularity of
government accounts among
public, especially, media,
government departments and
Public  Accounts Committee
(PAC) is not noteworthy.
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Therefore, the accounts should
be prepared and presented in
such a way that users with
reasonable understanding can
easily access and can grasp the
essence of it. After producing
timely and reliable accounts
additional measure is required
to sensitize wusers such as
parliament, media, and
development partners about
quality and useability of the
accounting information.

Conclusion

The format used to present the
annual account of the
government namely “Finance
Accounts” has not been
standardized according to best
practices. The transition from
conventional cash based
government accounting to cash
basis IPSAS accounting is
expected to bring comparability
at international level and to
cater the users with reliable and
understandable financial
information for useful decision
making. However, there are
substantial challenges in the
implementation, Training should
not be focused on IPSAS alone
rather than emphasis has to put
on how the various practical
government accounting
transactions are recorded,
processed and reported so that
final accounts are in harmony
with IPSAS. Continuous
professional development has
to be the main focus of the
government accountant.

In a highly IT based accounting
environment, accounting
personnel are required to
possess thorough command

over various accounting issue to
place effective business
requirements to the IT staff.
Updation of Account code has
now  become more than
necessary, and in doing so,
accounting principles, reporting
and disclosure requirements
should be arranged distinctly
from the detail accounting
methods and procedure.
Capacity of iIBAS++ has to be
enhanced to timely report
generation and to be
compatible with the
requirement of IPSAS. Finally,
there is a need to increase
awareness for  government
accounts amongst various
stakeholders such as
parliament, media, government
officers.
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.ﬁ bstract
The efficient performance

of a bank’s personnel is crucial
for its dynamic operation.
Employee competence,
motivation, and commitment
are all influenced by their
perception  of  interactional
fairness, which in turn has an
impact on how well they
perform for the company. The
purpose of this study is to
investigate the connection
between affective commitment
and interactional justice among
Bangladeshi bank employees.
Although the study has a
quantitative foundation, it also
incorporates qualitative data to
achieve its objectives. In order
to quantify organizational
commitment and interactional
justice, the study developed
questionnaires based on those
employed by Allen and Meyer
and Jason A. Colquitt,
respectively. The study uses
both descriptive and inferential
statistics to examine the
relationship between affective
commitment (a  dependent
variable) and interactional
fairness (an independent
variable) among the employees.
The study results reveal that the
formulated  hypotheses are
accepted when the F value for
the ANOVA of interpersonal
justice and affective
commitment (H1) is F = 9.77; p
=.000.05; and informational
justice and affective
commitment (H2) is F = 18.355;
p =.000.05. The study found a
strong  correlation  between
affective organizational
commitment and interactional
justice procedures among the

personnel of private commercial
banks in Bangladesh. Last but
not least, this finding implies
that the sense of interactional
justice raises perceptions of
fairness of treatment, which
raises employee engagement
(commitment) and performance
level in a company.

Keywords
Interactional justice;
interpersonal justice;

informational justice; affective
organizational commitment.

Introduction

Performance appraisal is an
important component and
indicator of  organizational
success. Almost every
organization now evaluates
employee performance through
performance appraisals.
Additionally, performance
evaluations are used to make a
numlber of crucial administrative
and developmental decisions,
including compensation
increases, promotion, training,
and reward distribution (Griffin,
R. W, 2002). The performance
appraisal system'’s effectiveness
will  depend on how fairly
employees perceive it and how
they react to its many
components. Many academics
have discussed the
organizational justice of
performance reviews in terms of
fairness. Workplace
organizational justice is
concerned  with  how  just
employees see particular
organizational procedures or
outcomes (Cropanzano, R, &
Greenberg, 1997). Employees’
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opinions of justice at work are
referred to as organizational
justice. Distributive justice and
procedural justice were the two
facets of justice that Greenberg
initially  used to  measure
performance (Greenberg, J,
1986). The three types of justice
considered by Skarlicki, D. P,
and Folger, R. (1997) are
procedural, distributive, and
interactional justice. The two
divisions of interactional justice
that have recently emerged are
interpersonal justice and
informational justice.
Interpersonal justice measures
the degree to which people are
treated with courtesy, dignity,
and respect by the authorities
involved in implementing
procedures or determining
outcomes, as opposed to
informational justice, which is
concerned with the
justifications given to people as
to why specific procedures were
used or why specific outcomes
were distributed (Colquitt, J. A.
et al,, 2001).

Organizational commitment is
the force that ties a worker to a
path of action relevant to one or
more goals (Meyer, J. P, and
Lynne Herscovitch, L., 2001). Or,
to put it another way, devoted
employees who feel a strong
sense of connection to their
organization are said to be loyal
(Cohen-Charash, VY., & Spector, P.
E., 2001). These employees
regularly put in more effort,
work more effectively, and take

the initiative to help others, all of

which provide value to the
company. Organizational
commitment was separated into
three kinds by Meyer & Allen
1991): affective commitment,
normative commitment, and
continuity commitment. Meyer
and Allen  (1990) defined
affective commitment as the
emotional bond a worker has
with the company.

Justice perceptions can have a
favorable or unfavorable effect
on employees’ attitude and
behavior, which can then have
an effect on how well an

individual, a group, or the entire
organization performs  and
succeeds (Baldwin, S., 2006).
According to empirical data,
employees’ outlook towards the
company is influenced by their
impression of organizational
fairness (Konovsky, M. A., 2000).
People are more likely to feel
pleased and dedicated at work
if they perceive organizational
justice to be positive (McFarlin,
D. B, & Sweeney, P. D, 1992).
Employees are known to be less
devoted to the organization
when they feel that
organizational decisions and
procedures, other people's
treatment of them, and the
informational foundation for
decision-making are  unjust.
They become preoccupied with
undesirable or
counterproductive mental and
physical withdrawal behaviors
(Colquitt, J. A, 2001).
Employees respond more
positively to an organization
when it is fair and just in its
processes, policies,
relationships, and distribution
methods. Employee
performance improved as a
result of improving
organizational justice. To reduce
employee turnover intentions
with the aid of interactional
justice, managers should take
steps to increase employees’
organizational emotional
commitment.

Literature Review and
Conceptual Framework

Interactional justice is
concerned with how individuals
are treated and whether this is
done with consideration,
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respect, and thorough
justification. Interactional
fairness is the standard of
attitudes and actions people
experience when organizational
procedures are put into
practice. In other words, it refers
to how people perceive how a
choice has been or will be
communicated to them. Rajabi
and Najafzadeh (2015)
conducted a study to ascertain
the link  between Iranian
teachers' affective commitment
and interactional justice. The
results looked at how the fair
application  of  interactional
justice affects teachers' levels of
affective organizational
commitment (Rajabi, A., &
Najafzadeh, M. R, 2015). The
relationship between
organizational commitment and
interactional justice among the
staff of the department of youth
and sports was examined by
Fariba et al. (2013). The results
demonstrated a distinct and
significant relationship between
organizational commitment and
reciprocal fairness in
interactions.

Bies (1986) focuses on how
employees view the
interpersonal  behavior used
when decisions and procedures
are represented. It entails a
range of socially responsible
behaviors, such as when
managers treat employees with
dignity and respect (e.g., by
giving adequate justifications
for decisions, paying attention
to their worries, and
demonstrating sympathy for
their plight) (Skarlicki, D. P, &
Folger, R., 1997). The emphasis
of interactional justice is on the
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relationships

individuals who will be impacted
by distribution decisions and
the results of those decisions.

between

organizational

commitment at
UUM. This study supports earlier
research by S6kmen et al. (2017)

that highlighted interactional

Interactional justice and
emotional commitment are
significantly correlated in

insurance firms in Rivers State.

According to the study's
findings, insurance businesses in
Rivers State see an
improvement in employee
dedication when interactional
justice is implemented (Osaro,
N. et al). Based on a
quantitative study, Naidua et al.
(2014) analyze the connection
and impact of informational
justice on professors’ dedication
to the institution. The study’s
conclusions showed a strong

justice as a crucial sign of a
person’'s emotional connection
to their employer. According to
research by Hakan et al. (2012),
interactional justice has a
favorable impact on affective
commitment.

The dependent variable
(organizational affective
commitment) and the
independent variable (feeling of
interactional fairness) exhibit a
positive connection in  this
model.

Based on the foregoing, the
study recommended that:

H_: Informational fairness and
affective commitment are

relationship between
instructors’ affective o
commitment and information
sharing. This study
demonstrates the close
connection between Ho,

informational justice and the

Interpersonal
affective commitment are

significantly related.

academic workforce's significantly correlated.
Internarsonal
— Falrnes
Intaractional Affactive
Justic Commbmen

Informational
Falrnes

\ 4

Figure 1: Conceptual Framework
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Objectives

The major goal of this study is to
evaluate the connection
between affective commitment
and interactional justice among
employees of Bangladeshi
banks. The study's particular
goals are as follows:

1. Tolook into how employees’
opinions of interpersonal
justice practices in private
commercial banks in
Bangladesh relate to their
affective commitment.

2. To investigate the
connection between
workers’ affective
commitment and their
perceptions of
informational justice
practices in private
commercial banks in
Bangladesh.

Methodology

The study is quantitative in
nature but also uses qualitative
data to accomplish the goals of
the study. The study included

both primary and secondary
data sources. Related literature
is reviewed for secondary data.
Enlisted private commercial
banks of the Dhaka Stock
Exchange (DSE) have been
considered for this study. The
enlisted banks were divided into
three generations, ie. first
generation from 1980 to 1989,
second generation from 1990 to
1999 and third generation from
2000 to 2010. From each
generation two banks were
selected on the Dbasis of
generation wise having highest
number of branch in all over
Bangladesh. From the first
generation of Pubali Bank
Limited and Uttara Bank
Limited, the second generation
of Prime Bank and
Dutch-Bangla Bank Limited, and
the third generation of Jamuna
Bank Limited and BRAC Bank
Limited, participants for this
study have been selected. The
study developed questionnaires
based on those used by Allen &
Meyer (1990) to assess
organizational commitment and
Colquitt (J. A, 2001) to assess
interactional fairness. A

guestionnaire was used to
collect primary data from the
195 employees of the selected
institutions. A 5-point Rensis
Likert scale, with 1 denoting
strongly disagree, 2 denoting
disagree, 3 denoting no
comments, 4 denoting agree,
and 5 denoting strongly agree,
was used for this inquiry (Likert,
R., 1932). According to Pihie
(2009), strong perceptions are
indicated by a mean score of
3.80 or above, moderate
perceptions by a mean score of
340 to 3.79, and low
perceptions by a mean score of
3.39 or lower. Therefore, the
aforementioned levels consider
how the staff members view
interactional fairness and
affective  commitment. The
study uses both descriptive and
inferential statistics to examine
the relationship between
affective commitment (a
dependent variable) and
interactional fairness (an
independent variable) among
the employees. For data
analysis, IBM SPSS version 22 is
employed.

Data Analysis and Interpretation

Table 1: Reliability Coefficients

m Cronbach’s Alpha | Decision

Interpersonal Justice
Informational Justice
Affective Commitment

[CONGA NN

695 Accepted
775 Accepted
.859 Accepted

The results of the pilot study show that the Cronbach's alpha values of the variables vary from 0.695 to 0.859.
Because all the variables had Cronbach's alpha values of at least 0.6, the result was accepted (Straub, D. et al,,
2004). As a result, the researcher thought of using this questionnaire to collect data from the target sample
size of 195 respondents without making any other changes.
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Association concerning Interpersonal Justice and Affective Commitment

With the aid of linear regression, the study examined the connection between affective commitment and
perceptions of interpersonal fairness. Following is a summary of the findings:

Table 2: Model Summary- Affective Commitment and Interpersonal Justice

-ME_ Adjusted RSquare . R_____|___RSquare | _Std. Error of the Estimate

153 4138 171 454574

a. Predictors: (Constant), My superior behaved politely, My superior dealt with dignity, My superior dealt with
respect, My superior abstained from offensive comments

The interpersonal justice views explained 17.1% of the variation in affective commitment, according to the r-square
value of r?=0.171.

Table 3: ANOVA- Affective Commitment and Interpersonal Justice

_ME_--I- Sum of Squares | __Sig. _

Regression 2.019 9.770 8.075 .000b
Residual 207 190 39.261
Total 194 47.337

a. Dependent Variable: Affective Commitment

b. Predictors: (Constant), My superior behaved politely, My superior dealt with dignity, My superior dealt with
respect, My superior abstained from offensive comments

Interpersonal justice views are a strong predictor of changes in affective commitment, according to the statistic
F=9.770, p = 0.000 <0.05. This outcome suggests that the model was statistically significant.

This result corroborated a study by Andrews et al. (2008) that looked at affective commitment among workers
in the pharmaceutical industry and discovered that interpersonal justice has a positive and significant impact on
it (Andrews, M. C. et al., 2008).

Table 4: Regression Coefficients- Affective Commitment and Interpersonal Justice

Unstandardized Standardized
Coefficients Coefficients
| B | sStd.Error | Beta |

(Constant) 2.399 245 9.801 .000
My superior behaved politely .019 .039 037 478 633
My superior dealt with dignity 173 .048 283 3.627 .000
My superior dealt with respect .045 .048 076 932 353
My superior abstained from offensive 165 .052 216 3.204 .002
comments

a. Dependent Variable: Affective Commitment
The linear model's explanation equation is
Y=a+bX+b,X,+ ... +b X

Affective Commitment = 2.399 + 0.19 (My superior behaved politely) + 0.173 (My superior dealt with dignity) +
0.045 (My superior dealt with respect) + 0.165 (My superior abstained from offensive comments).

The findings in table 4 demonstrate a positive and substantial association between affective commitment and
superior treated with dignity and inappropriate comments perception. However, the perception of polite behavior
from superiors and respect from superiors exhibited a favorable but insignificant link with affective commitment.

130 JULY - SEPTEMBER 2023 | The Bangladesh Accountant



|

Relationship between Informational Justice and Affective Commitment

With the aid of linear regression, the study examined the connection between affective commitment and
perceptions of informational fairness. Following is a summary of the findings:

Table 5: Model Summary- Affective Commitment and Informational Justice

-mra--z- Adjusted R Square Std. Error of the Estimate

327 309 410600

a. Predictors: (Constant), My superior is available to me for candid communication, My superior articulately
explains the appraisal process, My superior is capable enough to make me understand the procedures, My
superior timely communicated the appraisal details, My questions have been responded by the superior to
the point

The informational justice views explained 32.7% of the variation in affective commitment, according to the r-
square value of r= 0.327.

Table 6: ANOVA- Affective Commitment and Informational Justice

_ME—M“ Mean Square | F |

Regression 15.473 3.095 18.355 .OOOb
Residual 31.864 189 169
Total 47.337 194

a. Dependent Variable: Affective Commitment

Predictors: (Constant), My superior is available to me for candid communication, My superior articulately
explains the appraisal process, My superior is capable enough to make me understand the procedures, My
superior timely communicated the appraisal details, My questions have been responded by the superior to
the point

Informational justice views are a strong predictor of changes in affective commitment, according to the statistic
=18.355, p = 0.000 <0.05. This outcome suggests that the model was statistically significant.

This result corroborated a study by Andrews et al. (2008) that looked at affective commitment among workers
in the pharmaceutical industry and discovered that informational justice has a positive and significant impact on it.

Table 7: Regression Coefficients- Affective Commitment and Informational Justice

Unstandardized Standardized
Coeff|<:|ents Coeff|<:|ents
Beta

(Constant) 2. 509 .253 9.921 .000
My superior is available to me for -.061 047 -100 -1.293 198
candid communication

My superior articulately explains the 260 .045 419 5.795 .000
appraisal process

My superior is capable enough to make 178 .053 248 3.370 .001
me understand the procedures

My superior timely communicated the -173 .052 -237 -3.316 .001
appraisal details

My questions have been responded by 126 .038 235 3.328 .001

the superior to the point
a Dependent Variable: Affective Commitment
The equation to explain the linear model is
Y =a+b X +b,X,+ ... +bX
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Affective Commitment = 2.509
+ (-0.061) (My superior is
available to me for candid
communication) + 0.260 (My
superior articulately explains the
appraisal process) + 0178 (My
superior is capable enough to
make me understand the
procedures) + (-0173) (My
superior timely communicated
the appraisal details) + 0126
(My  qguestions have been
responded by the superior to
the point).

According to the regression
model's findings, candid and
timely ~ communications are
positively but statistically
insignificantly related to
affective commitment. However,
informational fairness and
affective  commitment were
significantly related to
explanation of the assessment
procedure, clear procedure, and
reasonable explanation. These
results suggest that affective
commitment is highly
influenced by informational
justice perceptions.

Suggestions for Further
Research

This study aims to investigate
and evaluate the relationship
between affective
organizational commitment and
interactional fairness in private
commercial banks in
Bangladesh. For this study, data
was collected from 195
employees of only six banks.
Additionally, data for this study
was only gathered from one
part of the nation—the Rajshahi
Division. Therefore, it is advised
that future studies be carried

out using a larger sample size,
more respondents, more bank
branches, and other geographic
regions.

This study investigates the link
between employee emotional
commitment and interactional
fairness in private commercial
banks in Bangladesh. Future
research should look into the
connections between affective
commitment and other facets of
justice, like procedural justice
and distributive justice. More
research may be done on the
connection between
interactional justice and other
organizational commitment
aspects like normative
commitment and continuance
commitment.

Conclusion and

Recommendations

For any organization,
interactional justice and
affective organizational
commitment become critical
issues. Interactional justice

encourages employees to
become more emotionally
involved, and dedicated people
guarantee organizational
success.  This  pilot  study
examined the connection
between  workers'  affective
organizational commitment and
fair interactional justice
practices in Bangladeshi private
commercial banks. Regression
analysis results reveal that the
formulated  hypotheses are
accepted when the F value for
the ANOVA of interpersonal
justice and emotional
commitment (H1) is F = 9.77; p
=.000.05; and informational

justice and affective
commitment (H2) is F = 18.355;
o =.000.05 Employees of
private commercial banks in
Bangladesh exhibit a strong
correlation pbetween
organizational loyalty and
performance evaluation
processes, according to the
study. The results of this study
are consistent with Rajabi and
Najafzadeh's (2015) and
Andrews et al.'s (2008) findings.
They looked at the connections

between affective
organizational commitment and
interactional justice and

discovered a significant and
positive relationship between
the two. The managers should
aim to build organizational
justice in order to obtain
employees’ affective
engagement since the most
precious and crucial capital of
an organization is its human
capital, and the more attention
devoted to this valuable capital,
the more success the
organization will have. There is a
greater chance that
organizational justice will arise
in an environment where
interactions are fair.

The establishment of
organizational justice will be
more difficult if there is a lot of
injustice at work and significant
social injustice. These results
suggest that as interactional
justice increases, organizational
commitment increases, and as
interactional justice diminishes,
organizational commitment
falls. It is advised that managers,
authorities, and banking sector
experts pay attention to the fact
that developing and maintaining
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fair behaviors, creating a sense
and perception of justice in the
organization and employees,

and increasing employee
commitment, loyalty, and
motivation for individual and
team performances are

necessary for increasing the
employees' positive attitudes,
commitment, and performance
on both an individual and team
basis. The more of it there is, the
more of an effect employees'
interactional justice will have on
organizational commitment.
This improves organizational
commitment, which in turn
improves the efficacy and
performance of organizational
operations. Last but not least,
this finding implies that the
sense of interactional justice
raises workers' perceptions of
fairness of treatment, which
raises employee engagement
and performance level in an
organization.
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BE BETTER INFORMED!
SUBSCRIBE TO THE PREMIER
ACCOUNTANCY JOURNAL IN

BANGLADESH
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BANGLADESH

he Institute of Chartered Accountants of Bangladesh (ICAB) is the
apex accountancy body of Bangladesh. The professional

qualification it offers is highly prized. Membership of ICAB
testifies to recognition of high standards and exceptional skills. Under a
twinning project, the syllabus of ICAB has been revised and is equivalent to
that of the Institute of Chartered Accountants in England and Wales
(ICAEW), the premier global accountancy body.

ICAB publishes a quarterly Journal, The Bangladesh Accountant, to keep
its members updated on technical issues and global developments in the
profession. It is regularly read by all the members of ICAB both in
Bangladesh and across the world. Circulation includes many major
companies and financial institutions, governmental and
semi-governmental organisations, NGOs and international accounting and
professional bodies.

The journal is also gone through regularly by other professionals related to
the accounting profession, for example, those in businesses and other
organisations, students of Chartered Accountancy and all those who wish
to keep themselves abreast of developments in the accounting profession.

To paraphrase Mark Twain “Those who do not read a good publication
have no advantage over those who do not know how to read”! Don’t be left
out. Become a subscriber to this exclusive professional publication.

Annual Subscription (4 issues) (including postage)
Tk 2,000 (Bangladesh)
Tk 2,500 (Overseas)

Special Rate of Annual Subscription (4 Issues) for Students of Chartered
Accountancy in Bangladesh - Tk 1,000 (including postage)

Contact us today and subscribe to ‘The Bangladesh Accountant’

Shubhashish Bose

Chief Executive Officer (CEQO)

The Institute of Chartered Accountants of Bangladesh
CA Bhaban, 100 Kazi Nazrul Islam Avenue

Kawran Bazar, Dhaka-1215, Bangladesh

Tel: 880 2 9115340, 9612612100, 9117521, 9137847 (Off.)
Fax : +880-2-9125266

E-mail: ceo@icab.org.bd, sds@icab.org.bd
facebook.com/ca.bangladesh

Q)

For more issues of
The Bangladesh Accountant visit

icab.org.bd
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PROFESSIONALS, DECISION MAKERS AND
THINK TANKS - ADVERTISE IN

““THE BANGLADESH ACCOUNTANT”!
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BANGLADESH

ith a print run of 2500 and growing, The Bangladesh
Accountant reaches the movers and shakers of industry,

commerce and the accounting profession in Bangladesh.
The quarterly journal contains scholarly articles, commentary on
current matters and technical information to inform and educate its
readers. It is a highly valued publication avidly read by all who wish
to keep themselves abreast of the latest developments in the
accounting profession and business and commercial issues in
general. Circulation includes many major companies and financial
institutions, governmental and semi-governmental organisations,
NGOs and international accounting and professional bodies.

The journal is printed in resplendent four colour, on glossy art
paper. A limited number of pages are set aside for advertisements
from selective advertisers. You too could be one of them!

Contact us today for further information and book your insertion
in the next issue of ‘The Bangladesh Accountant’.

Shubhashish Bose

Chief Executive Officer (CEO)

The Institute of Chartered Accountants of Bangladesh
CA Bhaban, 100 Kazi Nazrul Islam Avenue

Kawran Bazar, Dhaka-1215, Bangladesh

Tel: 880 2 9115340, 9612612100, 9117521, 9137847 (Off.)
Fax : +880-2-9125266

E-mail: ceo@icab.org.bd, sds@icab.org.bd
facebook.com/ca.bangladesh

Q)

For more issues of
The Bangladesh Accountant visit

icab.org.bd
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GLOBAL
RECOGNITION
TO ICAB

Recognition of ICAB membership by ICAEW

Membership Scheme of The Institute of Chartered Accountants of England and Wales (ICAEW) allows the members of ICAB to apply
for ICAEW membership based on their experiences.

THE INSTITUTE OF

CHARTERED
ACCOUNTANTS
OF BANGLADESH

BANGLADESH

Eligibility criteria of this membership scheme are a series of questions which assess ICAB Member’s experience, achievements, skills
and expertise. Each application must be supported by an eligible sponsor. Applicants need to complete an Examination of Experience.

Details of [ICAEW Membership Scheme is available at http://www.icaew.com/membership/becoming-a-member/
members-of-other-bodies/ campaigns/pathways-to-membership.

ICAB signed it’s first Memorandum of Understanding (MoU) with the Institute of Chartered Accountants in England and Wales (ICAEW)
in 2009. Since them, ICAB has been working with ICAEW as the learning and professional development partner, and also recognized
as an approved tuition provider of ICAEW.

As per MoU, ICAB Members can be the members of ICAEW after successful completion of 04 papers out of 15. These members have
the opportunity to apply for UK Practicing Certificate (PC) subject to meeting the standard ICAEW PC requirement.

Recognition of ICAB Membership by CIPFA, UK

Members of the Institute of Chartered Accountants of Bangladesh (ICAB) are eligible to apply for membership of the Chartered
Institute of Public Finance and Accountancy (CIPFA), a globally recaognised membership body for the public sector.

An MoU between ICAB and CIPFA, UK was signed on 28 January 2017. Under this MoU, an ICAB member can also become a members
of CIPFA subject to fulfillment of certain criteria.

An ICAB Member with good standing having five or more years post-qualification public sector experience are eligible for Full
Membership of CIPFA as Chartered Public Finance Accountant (CIPFA) and the members having fewer than five years
post-qualification public sector experience are eligible as Affiliate member of CIPFA (CIPFA Affiliat).

ICAB members having CIPFA Affiliate membership, or having no working experience in public sector can gain CIPFA status with the
successful completion of exams of only two papers i.e. Public Sector Financial Reporting and Strategic Public Finance.

Membership Pathways Agreement (MPA) with CPA Australia

The Institute of Chartered Accountants of Bangladesh (ICAB) has recently signed a Membership Pathways Agreement (MPA) with CPA
Australia, one of the largest accounting bodies around the world. Through this agreement, ICAB members can be the members of CPA
Australia just after passing 04 papers (i.e. 1. Ethics and Governance, 2. Financial Reporting, 3. Global Strategy & Leadership and 4.
Strategic Management Accounting) out of their 12 papers. This MPA has been in effect since 20 July 2018.

Membership through Chartered Accountants Australia &

New Zealand (CA ANZ) International Pathway Program (IPP)

The Institute of Chartered Accountants of Bangladesh (ICAB) signed an MoU with the Chartered Accountants Australia & New Zealand
(CA ANZ). Under this, ICAB members living in Australia or New Zealand having five years post qualification experience at anywhere will
be eligible to be member of CA ANZ after successful completion of CA ANZ International Pathway Program (IPP).

There will be no requirement of passing CA ANZ general route examinations by eligible ICAB members as their International Pathway
Program (IPP) workshop through case studies would examine the contemporary Australasian business, accounting and finance
environment relevant for members of ICAB. On the other hand, CA ANZ members can also be members of ICAB subject to having
Bangladeshi citizenship and other requirements as prescribed by ICAB Bye-laws.

Membership of the International Valuation Standards Council (IVSC)

Efforts are underway for ICAB to Become a member of the International Valuation Standards Council (IVSC). This would create an
opportunity for the members of ICAB to involve in the valuation process of local and foreign investment in Bangladesh.

This would allow Chartered Accountants to put up their highly essential services and play pasitive roles in attracting foreign
investment. With regard to this, ICAB has already conducted a Members Conference. Mare so, a virtual meeting with the CEQ of IVSC
was held on 8 June 2021 where the IVSC proposed ICAB to become member of IVSC on pro-rata basis.

Other Memberships

ICAB is an active member of International Federation of Accountants (IFAC), Confederation of Asian and Pacific Accountants(CAPA)
and South Asian Federation of Accountants (SAFA). ICAB is also an associate member of Chartered Accountants Worldwide (CAW).

www.icab.org.bd



