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Abstract 

This paper is aimed to evaluate the performance of all listed mutual funds in Dhaka Stock 

Exchange, decompose the performance to dive deeper into the sources of this evaluated 

performance, and examine the fund managers timing talent, using time-series weekly data on 

both market price and market NAV per share from January 2016 to December 2021. Form the 

performance evaluation analysis, Treynor, Sharpe and M
2
 measures revealed significantly 

different results under price and NAV bases, indicating that mutual funds‟ price doesn‟t reflect 

the funds‟ fundamental and that funds are not well diversified which is confirmed later by the 

very low R
2
 values; Statistically insignificant alpha (Jensen and Hwang & Satchell) values 

indicate the lack of managerial expertise of fund managers which is again validated by the 

informational ratio based ranking differentials. Moreover, performance decomposition 

demonstrates that all the funds generated return by taking risk and creating imperfectly 

diversified portfolio in both price-NAV basis, but only a few funds produced return for 

managers‟ excellent stock-picking skills in only price basis. Furthermore, Treynor & Mazuy 

and Henriksson & Merton (H-M) models show that not a single fund manager displays any 

significant timing talent in both models and in both price-NAV basis. These findings lead to 

the conclusion that the mutual fund sector of DSE is lagging far behind. Lack of educated 

investors, expert managers, disclosures, integrity, and timely policies are considered the main 

reason for this sluggish growth of mutual fund sector.  

 

Keywords: Performance Evaluation, Jensen Alpha, Fama Decomposition, Stock-

Picking Skill, and Timing Strategy 

 

Introduction 

The development of modern portfolio by (Markowitz, 1952) and the emergence of 

Capital Asset Pricing Model (CAPM) in 1960s by William Sharpe, Jack Treynor, 

John Lintner and Jan Mossin paved the path to revolutionize the financial market. As 

these theories opened a new way to analyze the portfolio performance, the popularity 

of mutual fund investment has significantly increased all around the world during last 

couple of decades.  

Mutual fund is an investment vehicle which helps investors to transfer their savings 

to a professional fund manager with an expectation of a superior return. It pools 

funds from investors and use those funds to buy other securities such as stock, bond 
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etc. of many other companies based on their own researches. Thus, it helps investors 

avail professional management of their funds and diversify their risk by investing in 

various instruments and sectors. Moreover, a mutual fund is a company. A buyer of 

fund‟s share own partial ownership of the mutual fund company and can earn return 

from dividend and capital gain. However, mutual funds are generally considered an 

advantageous investment instrument to its investors. But sometimes this investment 

may result into a loss as investors don‟t have any control over their investments. The 

fund managers take all major decisions and as a result, there can be a chance of 

management abuses and poor trade execution. So, the performance evaluation of 

mutual funds is gaining popularity in modern financial market.  

Although historians are uncertain of the origins of mutual fund, it is commonly 

believed that Dutch merchant Adriaan van Ketwich first introduced the mutual fund 

like investment trust in 1774. But the first modern mutual fund, MFS Massachusetts 

Investors Trust, was lunched by Massachusetts Financial Services (MFS) in 1924.  

However, mutual finds didn‟t become popular to U.S. investor until 1980s and 1990s 

when mutual fund investor realized an abnormal return. In Bangladesh, Investment 

corporation Bangladesh (ICB) was the pioneer to brought mutual funds in the market, 

lunching 1st ICB mutual fund on 25 April 1980. Over the period of 1980 to 

December 2021, the market capitalization of mutual fund has increased from 

approximately Tk. 7.5 million in 1980 to more than Tk. 40 billion and it has the 

potential of a very high growth. But in this rapidly growing market segment, many 

investors fail to earn a minimum return due to their poor understanding of mutual 

fund performance.  That is why performance evaluation and decomposition is 

becoming more important to better understand the fund and the market as well, and to 

make prudent investment decision. Though various evaluation tools and techniques 

have already been developed to evaluate and decompose the fund‟s performance, and 

to assess the manager‟s skills, interpretation of results and comparison of 

performances can be the good way to differentiate a good investment from a bad one. 

In this paper, I have investigated the performance of funds and fund managers of all 

listed mutual funds in Dhaka Stock Exchanges (DSE).  

 

Mutual Funds in DSE 

Although the stock markets are growing over the past couple of years, the mutual 

fund sector is experiencing a very slow growth. But a rush for new funds is already 

started recently as many financial institutions and banks come forward with their 

proposal for new mutual funds. Currently there are 115 mutual funds listed out of 

which 79 funds are open-ended and 36 are close-ended fund. Only 9 fund managers 

are managing all of 36 closed end funds. The following Table shows a summary.  
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Table – 01: Overview of Mutual Funds 

Fund 

Manager 

No. of 

Fund 

MCAP 
NAV @ 

Mkt 

NAV @ 

Cost Jan'22 

Return (BDT 

MM) 
(BDT MM) (BDT MM) 

RACE 10 16341.1 30939.01 29417.3 1.94% 

ICB 9 5878.8 5405.34 5860.47 8.01% 

LR Global 6 6349.52 10409.74 9281.71 1.06% 

AT Cap 1 617.86 730.31 693.24 1.63% 

CAPM 2 1504.11 1498.91 1263.6 4.31% 

AIMS 2 3541.25 4790.22 2721.74 4.48% 

VIPB 1 724.81 743.93 628.67 2.85% 

SEML 3 2034.62 1950.89 1938.46 1.85% 

VANGUARD 2 1988.86 6760.58 6402.39 1.39% 

Data Source: LankaBangla Financial Portal 

The above table demonstrates that only three fund managers – RACE, ICB and LR 

Global, are managing about 70% of the mutual fund traded in DSE. But during the 

month of January 2022, ICB earned the highest return (8.01%), AIMS earned the 

second highest return (4.48%), and LR Global earned the lowest return (1.06%). So, 

managing many mutual funds does not automatically signify the skill of fund 

managers. Therefore, evaluating and decomposing the performance of mutual funds 

and fund managers are crucial for the benefits of general investors.  

 

Rationale of the Research 

Mutual fund is an investment scheme that collect the savings to invest in various 

market instruments such as common stock, corporate bonds, debentures etc. Thus, 

turning savings into investments, mutual funds have an active role in the economic 

development of countries. Moreover, by investing in mutual funds, small investors 

with limited knowledge can easily avail the professional expertise of fund managers 

and expect a handsome return on their investment. Unfortunately, there are many 

funds listed in stock exchanges and choosing the right one is a very tough call for 

these small investors. So, determining the facts and figures regarding mutual funds‟ 

performance becomes a hot topic for research in recent time. In such a context, 

several researchers have already attempted to evaluate the listed mutual fund 

performance and almost all of researchers confined their research domain within 
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Treynor, Sharpe and Jensen performance measures. But these researches can‟t benefit 

the investors as well as fund managers in full-fledged in selecting better investment 

as there were no indication of the sources of performance- Is the fund outperformed 

the benchmark due to risk or luck? So, decomposing the measured performance 

becomes essential to make prudent investment decision. 

On the other hand, most investors do not have the sufficient knowledge to actively 

manage portfolio to take the advantage of diversification. As a result, they invest 

their entire savings in mutual funds with an expectation that fund managers are 

competent enough to select the right instrument at the right time and sometimes such 

limited knowledge about fund managers‟ skills results in the loss of their total 

investment. So, examining the fund managers‟ skill is getting importance in this 

dynamic financial world. Thus, only evaluating the funds‟ performance is not enough 

to make wise investment decision rather it is essential to decompose the evaluated 

performance and assess managers‟ selection and timing ability. This contemporary 

demand is the key motivation of this research paper. 

 

Objective of the Research 

The research is basically conducted to evaluate and decompose mutual funds‟ overall 

performance as well as to examine the timing skills of fund managers. To achieve 

this broad objective, the research has determined several specific objectives as 

follows.    

i. to measure and compared mutual fund returns against the benchmark to 

differentiate the top performer from the laggards. 

ii. to identify mutual funds with diversification advantages 

iii. to assess fund managers‟ stock-picking skills and market timing capacity. 

 

Literature Review 

Mutual fund (MF) is a compelling instrument for investment mechanism in a capital 

market. Thus, popularity among investors to pool fund in a professionally managed 

mutual fund has significantly grown all over the world during last 40 years. Several 

researches have been conducted on the performance evaluation and decomposition of 

mutual funds in developed and developing countries around the world. Surprisingly 

only a few researches on mutual funds have been conducted in Bangladesh. This 

section will provide a brief review of literatures. 
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The first empirical analysis of mutual funds‟ performance was performed by (Friend, 

Brown, Herma, & Vickers, 1962) in the paper “A Study of Mutual Funds”. Three 

years later, (Treynor, 1965) introduced a return measurement based on systematic 

risk known as Treynor ratio to evaluate the funds‟ performance despite market 

fluctuations and various risk policies. During the next year, (Sharpe, 1966) used 

Sharpe ratio to find expected risk premium per unit of standard deviation, extending 

Treynor‟s work. Later, (Jensen, 1968) derived a risk-adjusted measure of portfolio 

performance known as Jensen‟s alpha, using capital asset pricing by Sharpe (1964), 

Lintner (1965a) and Treynor (undated), to measure managers‟ forecasting ability of 

funds returns, and found that funds were not quite successful enough in trading 

activities and fund managers frequently failed to achieve higher expected returns. 

Similar conclusions were drawn by (Bogle, 1991), (William G. Droms, 1994), and 

(Harlow & Brown, 2006). On the other hand, (Otten & Bams, 2000) investigated 

mutual fund performance using a sample of 506 mutual funds from 5 European 

countries and applying the Carhart (1997) four-factors asset-pricing model.  The 

authors concluded that small cap mutual funds typically show significant out-

performance indicated by positive after cost (management fees) alphas and this 

results directly contradict most US studies. Moreover, (Polwitoon & Tawatnuntachai, 

2008) studied 50 U.S. based emerging market surviving and non-surviving bond 

funds during 1996-2005 and found that emerging funds underperform benchmark 

indices but outperform both domestic and global bond funds. The authors also 

observed diversification benefits of emerging funds for diversified portfolio. Finally, 

(Rahman, Qiang, & Barua, 2012) examined actively traded 15 growth oriented 

mutual funds in DSE and concluded that most of the mutual funds outperformed 

market in term of Jensen and Treynor measures, but underperformed market on the 

basis of Sharpe ratio. Besides the author considered lack of diversification the reason 

of poor performance of funds in terms of total and risk-adjusted returns.  

As the competence of the fund manager is one of the most crucial factors for 

evaluating the performance of a mutual fund, I have reviewed a couple of timing 

ability focused literatures. First, (Treynor & Mazuy, 1966) analyzed 57 funds to 

forecast the fund managers timing ability. Most of the people believe that fund 

managers may outguess or anticipate the market condition well in advance. But using 

“alpha” as an indicator of fund managers forecasting ability, the author found no 

evidence of managers‟ superior ability to offset any research expense and 

management fees.  On the other hand, (Henriksson & Merton, 1981) theoretically 
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developed and detailed a model named Henriksson-Merton Model to estimate the 

market-timing ability. Moreover, to test the presence of skillful market timing or 

superior security selection ability, (Chang & Lewellen, 1984) investigated 67 mutual 

funds and didn‟t find any strong evidence regarding skillful market timing or superior 

security selection ability.  Furthermore, (Shukla & Singh, 1997) analyzed the risk-

adjusted performance of 28 U.S. based global funds and 76 U.S. domestic funds 

using Treynor, Sharpe and Jensen alpha measures and examined the timing ability of 

fund managers using Henriksson-Merton model. The authors concluded that U.S. 

domestic funds out-perform the global funds in terms of total and risk-adjusted 

performance and that negative gamma values for domestic and global funds are 

results of poor timing ability of respective fund managers.  

Whether skill or luck determines the mutual funds‟ superior performance was studied 

by (Cuthbertson, Nitzsche, & O‟Sullivan, 2005) using data on 5,134 mutual funds 

over 180 months. The results revealed that a statistically significant proportion of 

funds outperformed their peers as a result of skillful ability rather than luck. On the 

contrary, by employing the gross returns of the 1975-84 quarterly holdings of mutual 

funds, (Grinblatt & Titman, 1989) failed to prove any superior advantage or 

abnormal profitability due to fund managers‟ skill. On the other hand, (Hassan & 

Akhter, 2011) analyzed DSE enlisted 13 closed end mutual funds based on monthly 

Net Asset Value using Jensen, Treynor and Sharpe ratio and found little amount of 

diversification, no significant timing ability and moderate level of stock selection 

capability in mutual fund managers.  However, employing five-factors risk-adjusted 

model on 332 funds‟ NAV over 10-year period,  (Volkman, 2014) concluded that 

some funds demonstrated significant selectivity ability at the expense of timing 

performance whereas average fund failed to demonstrate significant selectivity but 

maintained non-negative timing ability during highly volatile markets in the 1908s.   

Similarly, (Biplob, 2017) evaluated 15 close-ends mutual funds‟ performance based 

on monthly net asset value and attempted to test managers‟ timing ability, stock-

picking ability and diversification effect using various statistical models. The author 

concluded that 12 out of 15 funds got superior profitability, 9 out of 15 funds were 

diversified and no fund managers had significant timing ability. Recently, employing 

an error-corrected panel regression model on  32 close-end mutual funds listed in 

DSE, (Rahman, Rahman, & Subat, 2022) found a significant positive relation 

between earning per unit and asset returns,  significant negative relationship between 

change in asset returns and fund age as well as between change in asset returns and 
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asset growth, and no significant predictive power of the fund size, dividend payout 

ratio, management fees to forecast return on assets. 

On the other hand, the following two literatures on performance decomposition are 

studied while doing this research. First, (Fama, 1972), the first researcher to discuss 

the performance decomposition, suggested methods to differentiate the part of return 

due to the best securities selection (selectivity) at a specified risk level from the part 

of return due to general market price movement (timing). The author also discussed 

the method to determine the part of return due lack of diversification. Second, (Reilly 

& Brown) empirically applied Fama‟s suggested decomposition model on 20 mutual 

funds in his book chapter (Evaluation of Portfolio Performance) in which the author 

identified the parts of overall fund performance due to risk, diversification and net 

selectivity.  

 

Methodology of the Study 

i. Data 

A data set of 28 out of 36 listed mutual funds in Dhaka Stock Exchange from 17
th

 

January 2016 to 30
th
 December 2021 is constructed which results in a sample of 297 

weekly price and NAV returns. The reason of excluding 8 funds is the non-

availability of both price and NAV data for the research time-periods. These data are 

collected from a variety of publicly available data sources. To do this research, data 

on price data, NAV per unit, both cash and stock dividend, Treasury-bill rates and 

market index are collected. Here, the dividend adjusted price data are calculated 

using dividend data. Price and NAV data is used to calculate the returns, and T-bill 

rate is considered a proxy of risk-free rate. The benchmark return is calculated from 

market index data. A brief description of each data items and data sources is 

discussed as follows.  

Cash and stock dividend (RIU: Reinvestment Unit) data are collected from the DSE 

library for each mutual fund from 2016 to 2021. Without adjusting the prices for the 

declared dividend would give distorted fund returns which ultimately lead to a wrong 

performance measurement. So, before moving forward to performance evaluation, 

the stock dividend adjusted price on ex-dividend data are computed. Later, the fund 

returns considering both stock-adjusted price and cash dividend amount are estimated 

as follows. 



8 Kawser Ahmed Shiblu 

     (
                  

      
) 

Here,                 are stock dividend adjusted price at time „t‟ and „t-1‟ 

respectively. 

For this research, weekly prices and weekly NAV from 17 Jan. 2016 to 30 Dec. 2021 

with the exception during March 26, 2020, to May 30, 2020, are used. During these 

months (Mar-Apr-May 2020), DSE remained shut down due to the spread of deadly 

coronavirus in the country. However, price data for the period of is easily available at 

DSE library whereas the NAV per unit data is collected from DSE news archive. To 

maintain uniformity, market NAV rather than cost NAV is used to make NAV-based 

performance more comparable to market price performance.  

As the proxy of market index and risk-free rates, DSE broad index, DSEX, and 91-

days T-bill rates are used respectively. Daily index data collected from DSE library 

trimmed to derive the required weekly data. Here, index data during covid-19 

shutdown is automatically omitted from our analysis.  On the other hand, 91-days T-

bill rates (annualized) are collected from Bangladesh Bank website and then 

converted those rates into weekly rates by dividing the rates by 52 weeks. Here, NAV 

and market returns are calculated as follows- 

     (
  
    

)  

Here,             are NAV per unit or Index value at time „t‟ and „t-1‟ respectively.  

It merits point out that all the data used in this research are gathered from secondary 

sources. By reviewing different literatures of different authors cited above, the 

research tools and techniques are prepared. After studying different journal articles of 

different authors cited above and processing all collected data, the data set in time 

series way is prepared and the performance evaluation and decomposition of mutual 

funds is observed over time of 297 weeks. For preparing and analyzing this data set, 

software: SPSS (Statistical Package for Social Science) 27 and MS Excel 2016 are 

used. 

ii. Research Tools and Techniques 

This study is completed using three different types of tools and techniques. One type 

is used to evaluate the performance, another to decompose the evaluated 

performance, and the other to examine fund manager‟s timing talent.  
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Performance Evaluation: Return is the yardstick of portfolio performance. But it is 

only a part of the story. Here risk plays a vital role. So, mutual fund performance 

evaluation help determine the risk-adjusted returns without which investors can miss 

the whole scenario and make poor investment decisions. In this study, I have used 

following performance evaluation measures. 

The Treynor Measure: The first risk-adjusted performance measure was developed 

by (Treynor, 1965). In this measure, he considered the risk created by the volatility of 

the portfolio due to the market movement, ignoring any security-specific risk.  This 

measure tells how much excess return is earned by taking one unit of market risk. 

Thus, the Treynor measure can be calculated as follows: 

    
 (   )      

   
 

Here, E(RMF), RF and βMF represents the expected return of mutual fund or portfolio, 

risk-free rate, and market risk of mutual fund or portfolio respectively. The 

numerator contains the risk premium, and the denominator encompasses the market 

risk taken to earn that premium, representing the portfolio's return per unit risk. So, 

higher value of Treynor measure indicates better performance. But, this performance 

measure should be only used by those investors who hold an fully diversified 

portfolio otherwise performance will be overestimate by ignoring diversifiable risk.   

The Sharpe Measure: Like Treynor ratio, Sharpe ratio also measures portfolio 

excess return per unit of risk. But (Sharpe, 1966) considered total risk denoted by 

standard deviation instead of market risk represented by beta. Thus, this ratio is 

defined as follows.  

    
 (   )      

   
 

Here, E(RMF), RF and σMF represents the expected return of portfolio (mutual fund), 

risk-free rate, and total risk of portfolio (mutual fund) respectively. As this measure 

considers both diversifiable and non-diversifiable risk, it can be used for measuring 

performance of portfolios which are not fully diversified. A portfolio with higher 

Sharpe ratio is always preferred to lower Sharpe ratio portfolio.  

M² (Modigliani & Modigliani) Measure: Modigliani and Modigliani (1997) 

proposed leveraging and deleveraging of portfolio using riskless asset to make the 

portfolio comparable to benchmark on risk-adjusted performance (RAP) basis. Their 

proposed measure is as follows.  
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 (        )       

Here, the leverage factor is denoted by (σMkt/ σMF). M
2
 measure consists of two parts: 

Sharpe ratio times the market variability, and risk free rate. So, this measure gives the 

same ranking like Sharpe measure and a higher M
2
 indicates a better portfolio.  

Jensen Alpha: Jensen alpha, developed by Michael C. Jensen, measure the abnormal 

return of a portfolio over the expected return estimated by CAPM. Thus, this measure 

is an indication of manager‟s skills to outperform the average risk-adjusted return. 

The higher the alpha, the better the portfolio. Jensen alpha is described as follow.  

     (   )  ,    * (    )     +     - 

This alpha is calculated using the following regression. 

                     (           )       

The significance of this abnormal return is calculated using p-value or t-statistic of 

the regression. For normally distributed distribution, a t-stat greater than 2 signifies 

that the probability of abnormal (above average) returns through manager‟s skill, not 

through luck, is more than 95%. 

Higher Moment Measure: In case of non-normal portfolio returns, Jensen alpha 

calculated using traditional CAPM fails to provide accurate performance compared to 

a higher-moment CAPM alpha introduced by (Hwang & Satchell, 1998). Higher 

moments (skewness and kurtosis) properly adjust the non-normality of return series 

and address the inaccurateness of measured risk. Under the three-moment CAPM, 

portfolio (mutual fund) performance can easily define as follows.  

                 (               ) 

where, 

   
    
          (      )       

    
  (      )

 

 

   
         

    
  (      )

 

Here, µMF and µMkt represent expected (average) excess return of mutual fund and 

market respectively; γMkt and θMkt denotes the skewness and kurtosis of the market 

returns; βMF,Mkt and γMF,Mkt signifies the beta and co-skewness respectively; and σMkt 

implies standard deviation of market returns. However, in case of normal return 

series, higher moment alpha and Jensen alpha will generate the same result as in that 

case, λ1 will be equal to βMF,Mkt and λ2 equal to 0.  
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Information Ratio: The Information Ratio, known as appraisal ratio, is described by 

the portfolio or fund residual return to portfolio residual risk. The portfolio residual 

return is the return that is earned only due to the portfolio‟s distinct characteristics. 

This return can be resulted from manager‟s overweighting of securities providing 

higher return than market return or from manager‟s underweighting of securities 

providing lower return than market return. The residual risk is defined by the 

standard deviation of residual returns. As its value becomes lower and lower, the 

portfolio risk and market risk get closer and closer. This ratio is presented by Sharpe 

(1994) as a generalization of Sharpe ratio, replacing risk-free rates by market rates as 

below. 

    
 (   )   (    )

  (        )
 

Here, RMkt and RMF signifies the return on market and the return on portfolio (mutual 

fund). This ratio tells that additional risk taken by manager is sufficiently rewarded. It 

helps evaluate the manager‟s informational advantages over the publicly available 

information and the manager‟s skills over average manager‟s abilities.  

Co-Efficient of Determination (R
2
): Coefficient of Determination (R

2
) measure the 

degree of diversification. It describes how much a portfolio performance can be 

explained by the market performance. A R
2
 value of 100 represents that the portfolio 

performance is completely explainable by the market and value of 0 denotes that the 

portfolio performance is unexplainable by the market.  

Performance Decomposition: (Fama, 1972) first decomposed the portfolio return in 

excess of risk-free rate (excess return) into Selectivity and Risk. Again, 

Diversification and Net Selectivity are the part of selectivity whereas risk comprises 

investor‟s risk and manger‟s risk. However, return from the risk component 

represents the portfolio or fund risk premium earned for a given beta, market return 

and risk-free rate. This is denoted by  

RPRisk = βMF (RMkt –RRF) 

Due to investor‟s target level of risk as represented by beta, we can further source 

this risk premium from investor‟s risk and manager‟s risk. Risk premium from 

investor‟s risk is the return generated due to the investor‟s target beta. It can be 

calculated by  

RPInvestor Risk = βT(RM-RF) 

On the other hand, risk premium from manager side is comes when manager takes a 

level of risk that is different from the investor‟s risk level. This part of premium is 

generated due to the extra risk which manager grabbed and signifies the premium due 

to the risk differential of actual beta and target beta.  It is calculated as follows.  
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RPManager Risk = (βP- βT) (RM-RF) 

The risk premium that is earned by the manager‟s skillful selection is explained by 

selectivity. It is calculated by subtracting risk premium due to investors and 

manager‟s risk from total risk premium. That is- 

RPSelectivity=RPTotal – RPRisk= RPTotal - βP(RM –RF) 

The risk premium for imperfect diversification is return difference due to difference 

in total risk and systematic risk of the portfolio. So, if the portfolio is perfectly 

diversified then this premium will be zero. 

RPDiversification = {(σP/σM) * (RM-RF) - βP (RM -RF)} 

Finally, net selectivity is the difference between risk premium due to selectivity and 

due to diversification. That is- 

RPNet Selectivity = RPSelectivity – RPDiversification 

Managers’ Timing Skill: How skillfully a manager can replicate the market 

movement in his or her decision is explained by the timing skill. For a perfect match, 

fund return and market return are same. This timing skill can be investigated by the 

Treynor & Mazuy Model (1966) and the Henriksson - Merton model. 

The Treynor & Mazuy Model: The Treynor and Mazuy Model model tries to 

evaluate manager‟s timing skill by making an adjustment to portfolio beta, using 

quadratic form of CAPM. Therefore, the relationship between market return and 

funds return is better represented by a curve line, not by a straight line.  In a bear 

market, a highly skilled manager will lower portfolio beta to reduce the impact of the 

market adverse move. On the other hand, this manager will increase the portfolio beta 

to take advantage of favorable market move.  

               (        )     (        )
      

Here the coefficient value of     determines the manager‟s timing ability. A 

significantly positive value of     denotes manager‟s successful timing ability.  

The Henriksson - Merton Model: Henriksson and Merton (1981) introduced a 

parametric market timing test in case of manager‟s observable forecasts and a non-

parametric test in case of non-observable forecasts, using a revised form of CAPM 

model. The model takes the following form.  

           (        )       ,(        )  -     

Here, according to Henriksson and Merton, significantly positive value of         

signifies fund manager‟s selection skill and excellent timing strategy respectively.  
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Empirical Results and Discussion 

In this paper, Treynor measure, Sharpe measure, Modigliani and Modigliani (M
2
) 

measure, 3-Moment Alpha by Hwang & Satchell, Jensen Alpha, Information ratio 

and R-square are used to evaluate how well the mutual funds are performing in risk-

adjusted basis. After that, the decompose of the overall performance of mutual funds 

into Return for risk, Diversification and Net Selectivity using Fama‟s decomposition 

techniques is completed. Finally, funds‟ mangers‟ timing strategies are examined by 

Treynor-Mazuy Model and Henriksson-Merton Model.  

Performance Evaluation: Treynor measure is used to calculate excess return per unit 

of systematic risk. A positive value of Treynor ratio signifies that fund has performed 

well compared to risk-free investment whereas a negative value indicates a worse 

performance. From the column 2 & 3 of the table- 02, price-based analysis of total 28 

mutual funds reveal that 26 funds have positive Treynor values indicating value 

addition to investment on risk-adjusted basis. Among these 26 mutual funds, 

ICBAMC2 has the highest positive value (+ 0.00365) signifying the highest value-

adding fund, and FBFIF has the lowest positive value (+ 0.00028) representing the 

lowest value-adding fund. Again, not all these 26 funds outperform the market. 

FBFIF (+ 0.00028) is the only mutual fund with positive T-ratio which underperform 

the market (+ 0.00081). On the other hand, 2 mutual funds, SEMLL and VEML1, 

have failed to perform better than risk-free investment and eroded the values of 

investment on risk-adjusted basis. The negative Treynor values of these funds (-

0.00011 and -0.00091 respectively) confirm the value-eroding feature of these funds. 

So, three (FBFIF, SEMLL and VEML1) out of 28 mutual funds underperformed the 

market in terms of Treynor measure. Conversely, according to NAV-based analysis, 

on risk-adjusted basis only 11 mutual funds have added value to investment and the 

remaining 17 funds have eroded the value from investment. More importantly, not a 

single fund outperformed the market under the NAV-based analysis which illustrate 

completely different scenario compared to price-based analysis. 1PRIMF provides 

the risk-adjusted return of 0.00080 which is the highest of all fund returns whereas 

market portfolio risk-adjusted return is 0.00081. This indicates that investors 

typically value mutual funds‟ share higher than the price which should be in an 

efficient market. That is, shares of these mutual funds are not priced according to 

mutual fund fundamentals. 

On the other hand, Sharpe measure provides average excess return per unit of total 

risk. A higher Sharpe ratio is preferable to a lower Sharpe ratio. From price-based 

analysis in the column 4 of the Table-02, half of the total 28 mutual funds with the 

Sharpe measure greater than 0.04262 outperformed the market, and all funds 
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excluding SEMLL and VEML1 have performed better than risk-free assets on risk 

adjusted basis. Moreover, compared to T-measure, ICBAMC2 (+0.07153) doesn‟t 

remain the highest value-adding fund in terms of Sharpe ratio. Here, GRMEN2 added 

the highest value (+0.09185) to the investment on risk-adjected basis. But FBFIF still 

remain the lowest value-adding fund with Sharpe ratio of 0.00620. Likewise, SEMLL 

and VEML1 funds still seems to be the value-eroding funds on risk-adjusted basis. 

On the contrary, NAV-based performance in the column 5 of the Table-02 illustrates 

that none of the mutual funds outperformed the market and only 11 mutual funds 

have positive excess return on risk-adjusted. 1PRIMF with S-ratio 0.01656 is the 

highest risk-adjusted return generating mutual fund and AIBL1I (-0.03728) has the 

lowest risk-adjusted performance. 1PRIMF, EBLNRB, GRMEN2, ICB3NRB, 

ICBAMC2, ICBEP1S1, ICBSON1, NCCBL1, PF1ST, PRM1ICA and RLNE1 funds 

generated positive risk-adjusted returns and SEMLL and VEML1 funds resulted in 

negative risk-adjusted returns under both Price-based and NAV-based analysis. The 

remaining 14 funds showed a flipping risk-adjusted return characteristics under two 

different analysis bases (Price & NAV). From this discussion, VEML1 is the only 

mutual fund whose fundamentals are reflected in its market price as NAV-based S-

ratio is higher than Price-based S-ratio. On the other hand, the market prices of other 

mutual funds did not reflect their fundamentals. And for this reason, all other mutual 

funds are overpriced.  
 

Table – 02: Treynor, Sharpe and M
2
 Measure 

 

Fund Treynor Measure Sharpe Measure M
2
 Measure 

 
Price NAV Price NAV Price NAV 

Market 0.00081 0.00081 0.04262 0.04262 0.00124 0.00124 

1JANATA 0.00239 (0.00044) 0.04881 (0.01902) 0.00136 0.00007 

1PRIMF 0.00236 0.00080 0.04133 0.01656 0.00122 0.00074 

ABB1 0.00187 (0.00037) 0.04219 (0.01678) 0.00123 0.00011 

AIBL1I 0.00171 (0.00074) 0.03509 (0.03728) 0.00110 (0.00028) 

ATCSL 0.00261 (0.00068) 0.04679 (0.00519) 0.00132 0.00033 

EBL1 0.00316 (0.00047) 0.05461 (0.00206) 0.00147 0.00039 

EBLNRB 0.00215 0.00016 0.03927 0.00776 0.00118 0.00058 

EXIM1 0.00139 (0.00004) 0.02196 (0.00173) 0.00085 0.00039 

FBFIF 0.00028 (0.00030) 0.00620 (0.00115) 0.00055 0.00041 

GRMEN2 0.00333 0.00028 0.09185 0.01199 0.00218 0.00066 

ICB3NRB 0.00251 0.00031 0.05630 0.00992 0.00150 0.00062 

To be cont. 
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ICBAMC2 0.00365 0.00034 0.07153 0.00986 0.00179 0.00062 

ICBEP1S1 0.00175 0.00031 0.03463 0.00893 0.00109 0.00060 

ICBSON1 0.00253 0.00015 0.05513 0.00496 0.00148 0.00052 

IFIC1 0.00188 (0.00025) 0.04012 (0.01223) 0.00119 0.00019 

IFILISL1 0.00164 (0.00051) 0.04691 (0.01829) 0.00132 0.00008 

LRGLB1 0.00158 (0.00008) 0.03479 (0.00054) 0.00109 0.00042 

MBL1 0.00216 (0.00034) 0.04182 (0.01720) 0.00122 0.00010 

NCCBL1 0.00235 0.00001 0.04878 0.00029 0.00136 0.00043 

NLI1 0.00328 (0.00012) 0.08837 (0.00329) 0.00211 0.00037 

PF1ST 0.00299 0.00041 0.04745 0.00945 0.00133 0.00061 

PHPMF1 0.00214 (0.00021) 0.04247 (0.01047) 0.00124 0.00023 

POPLR1 0.00205 (0.00032) 0.04579 (0.01226) 0.00130 0.00019 

PRM1ICA 0.00308 0.00035 0.06800 0.01113 0.00172 0.00064 

RLNE1 0.00352 0.00025 0.08221 0.00621 0.00199 0.00055 

SEMLL (0.00011) (0.00020) (0.00160) (0.01001) 0.00040 0.00024 

TRUST1 0.00213 (0.00020) 0.04165 (0.00950) 0.00122 0.00025 

VAML1 (0.00091) (0.00014) (0.01598) (0.00694) 0.00012 0.00030 

 

Difficulties in comparing Sharpe measure of one fund to that of another fund lead to 

popularity of Modigliani and Modigliani (M
2
) measure. M

2
 measure help interpret 

the funds‟ performance in units of percentage return. From the Column – 6 of Table-

02, half of the total mutual funds performed better than the market portfolio. Like 

Sharpe measure, GRMEN2 provided the highest risk-adjusted return and VEML1 is 

the lowest risk-adjusted return compared to market. Moreover, the M
2
 values of 

1PRIMF, ABB1, MBL1, PHPMF1 and TRUST1 tend to the M
2
 value of market 

portfolio which denotes that the leverage factor or risk ratio, σMkt/ σMF , is close to 1 

meaning that either 1PRIMF, ABB1, MBL1, PHPMF1 and TRUST1 fund are 

sufficiently diversified to replicate the market portfolio or these fund managers are 

skillful in stock selection. On the other hand, M
2
 values of the remaining funds 

signify the lack of diversification or poor stock selection, and risk ratios are different 

from 1. Conversely, as per NAV-based analysis. all the funds have generated lower 

risk-adjusted performance than that of market portfolio. It denotes that the risk ratios 

of all funds are lower than 1 indicating insufficient diversification of the mutual fund. 

That is why mutual funds generated lower risk-adjusted return than market. 

Moreover, the negative M
2
 value of AIBL1I demonstrates the underperformance of 

fund compared to market portfolio as well as risk-free investment and describes 

manager‟s the poor stock-picking ability or insufficient diversification. 
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Table – 03: Jensen Alpha, Hwang & Satchell Alpha, Information Ratio and R
2 

 

Fund Jensen Alpha Hwang & Satchell Alpha Information Ratio R2 

 
Price NAV Price NAV Price NAV Price NAV 

1JANATA 0.00164 (0.00065) 0.00077 (0.00034) 0.03257 (0.06145) 0.10594 0.24738 

1PRIMF 0.00145 0.00014 0.00315 (0.00003) 0.03091 (0.00158) 0.15935 0.11629 

ABB1 0.00117 (0.00061) 0.00020 (0.00081) 0.02356 (0.06222) 0.12449 0.28834 

AIBL1I 0.00106 (0.00062) 0.00100 (0.00116) 0.01711 (0.07068) 0.08935 0.13469 

ATCSL 0.00189 (0.00081) 0.00308 (0.00033) 0.03017 (0.01273) 0.05072 0.00699 

EBL1 0.00235 (0.00031) 0.00370 (0.00084) 0.04106 (0.00687) 0.07798 0.00052 

EBLNRB 0.00144 (0.00013) 0.00122 (0.00013) 0.02379 (0.04021) 0.07650 0.30397 

EXIM1 0.00068 (0.00035) 0.00154 (0.00044) 0.00875 (0.04469) 0.07102 0.26964 

FBFIF (0.00034) 0.00040 0.00029 (0.00894) (0.01368) (0.00653) 0.13060 0.00146 

GRMEN2 0.00251 (0.00010) 0.00249 (0.00016) 0.07232 (0.03058) 0.16896 0.28133 

ICB3NRB 0.00169 (0.00024) (0.00047) (0.00089) 0.04227 (0.02043) 0.18485 0.23557 

ICBAMC2 0.00281 (0.00026) 0.00228 (0.00079) 0.05691 (0.01766) 0.09610 0.21862 

ICBEP1S1 0.00101 (0.00028) (0.00148) (0.00093) 0.01892 (0.01874) 0.11578 0.21498 

ICBSON1 0.00183 (0.00026) 0.00156 (0.00038) 0.03432 (0.02667) 0.06609 0.18440 

IFIC1 0.00121 (0.00047) 0.00030 (0.00040) 0.02165 (0.05948) 0.09701 0.30306 

IFILISL1 0.00091 (0.00081) (0.00035) (0.00153) 0.02546 (0.05537) 0.23586 0.21726 

LRGLB1 0.00099 (0.00085) 0.00270 0.00175 0.01445 (0.00587) 0.08383 0.01401 

MBL1 0.00156 (0.00045) (0.00038) (0.00101) 0.02194 (0.06094) 0.03516 0.24016 

NCCBL1 0.00168 (0.00020) 0.00171 (0.00043) 0.02891 (0.04816) 0.06015 0.28912 

NLI1 0.00246 (0.00047) 0.00349 (0.00059) 0.06099 (0.02989) 0.08376 0.12154 

PF1ST 0.00218 (0.00014) (0.00052) (0.00051) 0.03639 (0.01206) 0.09267 0.12159 

PHPMF1 0.00140 (0.00040) 0.00080 (0.00045) 0.02664 (0.05668) 0.10587 0.27842 

POPLR1 0.00227 (0.00054) 0.00077 (0.00062) 0.02836 (0.04947) 0.13625 0.18762 

PRM1ICA 0.00227 (0.00015) 0.00148 (0.00073) 0.05572 (0.01999) 0.18440 0.21263 

RLNE1 0.00266 (0.00018) 0.00202 (0.00016) 0.05991 (0.01753) 0.07441 0.10894 

SEMLL (0.00060) (0.00025) 0.00012 (0.00060) (0.01450) (0.05086) 0.04383 0.16448 

TRUST1 0.00143 (0.00043) 0.00083 (0.00040) 0.02488 (0.05520) 0.08267 0.28238 

VAML1 (0.00133) (0.00044) (0.00314) (0.00116) (0.03278) (0.05553) 0.06987 0.33721 

*Significant at 5% level; **Significant at 10% level 

 

Jensen Alpha describes the abnormal return over expected return of a portfolio. It can 

be positive, negative or zero. Outperformance, underperformance, and neutral 

performances of a portfolio are represented by positive, negative and zero alpha 
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respectively. On the other hand, the significance of Jensen alpha can be tested by 

checking t-statistic. For a normally distributed data set, an absolute t-statistic value 

greater than 2 implies that the probability of attained performance through luck, and 

not through skill, is less than 5%. From the column -2 of table 3, all mutual funds 

except FBFIF, SEMLL and VAML1 demonstrate outperformance based on dividend 

adjusted price returns. But none of the performance is statistically significant. So, 

there is certainly more than 5% chance that the outperformance of funds is due to 

luck, not manager‟s skill.  On the contrary, NAV based Jensen alphas in column 4 of 

table – 3 reveal underperformances of all mutual funds except 1PRIMF and FBFIF. 

1PRIMF consistently shows a positive alpha under both price and NAV bases, but 

FBFIF displays negative alpha in case of price-base and positive alpha under NAV-

base. Moreover, not a single performance is statistically significant. So, it can be 

concluded that no manager was able to beat the market with his/her stock-picking 

skill under either price-base or NAV base at 5% significance level. However, due to 

the non-normality of return series, Jensen alpha could not provide the accurate insight 

about the funds‟ performance. So, to address the non-normality issue and inaccurate 

measure of risk (variance), higher moments require special consideration. As a result, 

higher moment alpha developed by Hwang & Satchell (HS) is calculated here to 

derive a more suitable and accurate conclusion on fund‟s performance. Based on 

price return, 22 mutual funds generated positive HS alpha and 6 funds (ICB3NRB, 

ICBEP1S1, IFILISL1, MBL1, PF1ST and VAML1) produced negative HS alphas 

shown in the column – 4 in the table-03. But all these values are insignificant which 

indicate that manager over performance or under performance are not due his or her 

managerial skill rather by luck. Conversely, only LRGLB1 generated a positive HS 

alpha based on NAV return. Moreover, all the alpha values are statistically 

insignificant. So, it is confirmed that no fund manager did demonstrate any 

significant forecasting skill.  

Moreover, Information ratio (IR) helps determine the fund manager‟s ability to 

generate excess return as well as consistency of the manger‟s ability to earn the 

superior return over a specific period. The higher the information ratio is, the more 

consistence the fund manager‟s superior performance. From price-based analysis in 

the table – 03 (column 6), GRMEN2, NLI1 and RLNE1 are top three funds whose 

managers are competent enough to earn superior return consistently whereas 

VAML1, SEMLL and FBFIF are the bottom three mutual funds whose managers are 

consistently underperforming the market. On the other hand, not a single fund 

generates positive information ratio on NAV basis, indicating underperforming 
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managers who have erode the investment value. This indicates that price may not 

reflect the actual scenario of the fund performance, compared to NAV. 

Furthermore, R-squared measure is used to compare the fund to its benchmark or to 

explain the percentage of fund return by benchmark return. Alternative, R-square 

measures the level of diversification and typically its value ranges from 0 to 1. A 

value of 0 signifies no diversification at all and of 1 denotes a perfect diversification. 

From the table – 03 (column-8), the R
2
 value ranges from 0.23586 (IFILISL1) to 

0.03516 (MBL1) on price-return basis. Similarly, NAV return provide a highest R2 

of 0.33721 for VAML1 and a least R
2
 of 0.00052 for EBL1. So, the overall level of 

diversification of the funds is not sufficient, which in turn implies a high level of 

unsystematic risk for the funds. 

Performance Decomposition: In this section, using Fama‟s performance 

decomposition technique, the decomposition of the mutual funds‟ excess returns to 

determine the reasons backing this performance is performed. Under this technique, 

actual return in excess of risk-free return is decomposed into the return for risk and 

gross selectivity. Return for risk implies the return the fund would earn if there were 

no unsystematic risk in the portfolio whereas the return for gross selectivity signifies 

the return generated due to imperfect diversification and manager‟s stock-picking 

talent.  

Table – 04: Price-Based Performance Decomposition 
 

Fund 
Excess 

Return 
Beta 

Return  

for Risk 

Gross 

Selectivity 
Risk Ratio 

Return of 

Imperfect 

Diversification 

Net superior 

returns due to 

Selectivity 

1JANATA 0.00221 0.92553 0.00075 0.00146 2.37905 0.00118 0.00028 

1PRIMF 0.00261 1.10601 0.00090 0.00171 3.30987 0.00179 (0.00008) 

ABB1 0.00171 0.91796 0.00075 0.00097 2.12962 0.00098 (0.00002) 

AIBL1I 0.00153 0.89581 0.00073 0.00080 2.28925 0.00113 (0.00033) 

ATCSL 0.00224 0.85656 0.00070 0.00154 2.51022 0.00134 0.00020 

EBL1 0.00293 0.92960 0.00076 0.00218 2.81720 0.00153 0.00064 

EBLNRB 0.00196 0.90853 0.00074 0.00122 2.61348 0.00139 (0.00017) 

EXIM1 0.00132 0.94708 0.00077 0.00055 3.15075 0.00179 (0.00124) 

FBFIF 0.00027 0.93767 0.00076 (0.00050) 2.24447 0.00106 (0.00156) 

GRMEN2 0.00300 0.90253 0.00073 0.00227 1.71422 0.00066 0.00161 

ICB3NRB 0.00251 1.00220 0.00081 0.00170 2.34138 0.00109 0.00061 

ICBAMC2 0.00337 0.92291 0.00075 0.00262 2.47223 0.00126 0.00136 

ICBEP1S1 0.00167 0.95412 0.00078 0.00090 2.53025 0.00128 (0.00039) 

ICBSON1 0.00213 0.84183 0.00068 0.00144 2.02539 0.00096 0.00048 

IFIC1 0.00168 0.89633 0.00073 0.00096 2.20202 0.00106 (0.00010) 

To be cont. 
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IFILISL1 0.00155 0.94803 0.00077 0.00078 1.73482 0.00064 0.00014 

LRGLB1 0.00137 0.86672 0.00070 0.00066 2.05885 0.00097 (0.00031) 

MBL1 0.00174 0.80517 0.00065 0.00109 2.18463 0.00112 (0.00003) 

NCCBL1 0.00198 0.84203 0.00068 0.00129 2.12556 0.00104 0.00025 

NLI1 0.00270 0.82293 0.00067 0.00203 1.60119 0.00063 0.00140 

PF1ST 0.00300 1.00339 0.00082 0.00219 3.31866 0.00188 0.00031 

PHPMF1 0.00200 0.93552 0.00076 0.00124 2.47286 0.00125 (0.00001) 

POPLR1 0.00192 0.93808 0.00076 0.00116 2.20081 0.00103 0.00013 

PRM1ICA 0.00311 1.01010 0.00082 0.00229 2.39999 0.00113 0.00116 

RLNE1 0.00295 0.83951 0.00068 0.00227 1.88306 0.00085 0.00142 

SEMLL (0.00010) 0.90364 0.00073 (0.00084) 3.38188 0.00201 (0.00285) 

TRUST1 0.00192 0.89909 0.00073 0.00119 2.41448 0.00123 (0.00004) 

VAML1 (0.00082) 0.90580 0.00074 (0.00156) 2.70315 0.00146 (0.00302) 

 

Form the table -04, all funds except FBFIF, SEMLL and VAML1 have excess return 

higher than the return for risk, signifying the funds‟ value addition due to selectivity. 

Here, there are 25 mutual funds which generate positive return for selectivity.  Again, 

the risk ratios of mutual funds are different from the funds‟ corresponding betas, 

implying that the funds are not perfectly diversified, and this is completely consistent 

with the smaller R
2
 values in the table-03 (column-08). That is why, an additional 

return for this imperfect diversification is generated by each fund, shown in table-04 

(column -07).  Moreover, it is evident that half of the mutual funds suffer from 

negative net superior return due to selectivity. That is fund managers cannot add 

extra benefit through their professional expertise to the investors in terms of stock-

selection. Again, column – 06 and 08 indicate that some of the mutual funds have 

higher risk ratios but generate lower net superior returns due to selectivity. For 

instance, the highest risk-taker, SEMLL (3.38188), generate a negative net superior 

return of - 0.00285 while the lowest risk-taker, NLI1 (1.60119), generate a positive 

net superior return of 0.00140. It tells that fund manager like NLI1 mutual fund 

manager can add extra benefit to its investors at a lower risk than the fund manager 

like SEMLL mutual fund manager. 
 

Table – 05: NAV-Based Performance Decomposition 
 

Fund 
Excess  

Return 
Beta 

Return  

for Risk 

Gross 

Selectivity 
Risk Ratio 

Return of 

Imperfect 

Diversification 

Net superior  

returns due to 

Selectivity 

1JANATA (0.00037) 0.83597 0.00068 (0.00105) 1.01116 0.00014 (0.00119) 

1PRIMF 0.00075 0.93578 0.00076 (0.00001) 2.36184 0.00116 (0.00117) 

ABB1 (0.00031) 0.84179 0.00068 (0.00099) 0.96945 0.00010 (0.00110) 

To be cont. 
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AIBL1I (0.00056) 0.76609 0.00062 (0.00119) 0.79344 0.00002 (0.00121) 

ATCSL (0.00056) 0.82634 0.00067 (0.00123) 5.66779 0.00393 (0.00517) 

EBL1 (0.00035) 0.73657 0.00060 (0.00095) 8.83198 0.00658 (0.00752) 

EBLNRB 0.00013 0.82844 0.00067 (0.00054) 0.87082 0.00003 (0.00058) 

EXIM1 (0.00003) 0.84642 0.00069 (0.00072) 1.02955 0.00015 (0.00087) 

FBFIF (0.00017) 0.57161 0.00046 (0.00064) 7.81013 0.00588 (0.00652) 

GRMEN2 0.00024 0.85173 0.00069 (0.00045) 1.03828 0.00015 (0.00061) 

ICB3NRB 0.00029 0.91294 0.00074 (0.00045) 1.51677 0.00049 (0.00095) 

ICBAMC2 0.00031 0.92661 0.00075 (0.00044) 1.66307 0.00060 (0.00104) 

ICBEP1S1 0.00028 0.92368 0.00075 (0.00047) 1.65795 0.00060 (0.00106) 

ICBSON1 0.00013 0.87060 0.00071 (0.00057) 1.41557 0.00044 (0.00102) 

IFIC1 (0.00021) 0.83150 0.00068 (0.00088) 0.88897 0.00005 (0.00093) 

IFILISL1 (0.00044) 0.86343 0.00070 (0.00114) 1.25753 0.00032 (0.00146) 

LRGLB1 (0.00008) 0.98514 0.00080 (0.00088) 8.06798 0.00575 (0.00664) 

MBL1 (0.00027) 0.80352 0.00065 (0.00092) 0.82560 0.00002 (0.00094) 

NCCBL1 0.00000 0.81115 0.00066 (0.00066) 0.79548 0.00001 (0.00067) 

NLI1 (0.00010) 0.86086 0.00070 (0.00080) 1.65898 0.00065 (0.00145) 

PF1ST 0.00037 0.90516 0.00074 (0.00037) 2.04364 0.00092 (0.00129) 

PHPMF1 (0.00017) 0.81998 0.00067 (0.00084) 0.86133 0.00003 (0.00087) 

POPLR1 (0.00027) 0.83321 0.00068 (0.00094) 1.14183 0.00025 (0.00119) 

PRM1ICA 0.00031 0.89044 0.00072 (0.00042) 1.44861 0.00045 (0.00087) 

RLNE1 0.00022 0.87062 0.00071 (0.00049) 1.84185 0.00079 (0.00128) 

SEMLL (0.00015) 0.77810 0.00063 (0.00079) 0.80771 0.00002 (0.00081) 

TRUST1 (0.00017) 0.83133 0.00068 (0.00084) 0.92000 0.00007 (0.00091) 

VAML1 (0.00012) 0.84771 0.00069 (0.00081) 0.92737 0.00006 (0.00088) 

 

Conversely, although 35% of the mutual funds generated a positive excess return on 

NAV basis in the table - 05, not a single fund has positive return for selectivity due to 

higher required return for risk. It implies that the fund managers unable to achieve 

risk-adjusted return demanded by investors. Moreover, the difference between beta 

and total risk ratio signifies imperfect diversification of fund. As a result, column – 

07 of the table – 05 shows a return for this lack of diversification. Finally, all the 

negative superior returns due to selectivity indicate that no fund manager was able to 

add extra value to the investment through their professional stick-picking skills.  

Manager’s Timing Skill: Whether the fund managers of the mutual funds have 

superior timing ability to match the market movement instantly is tested in this 

section. A skillful manager beats the market by increasing beta in the bull market and 

reducing beta in the bear market. In return, the fund will generate a higher return 
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and/or have a lower risk. Here, two models - Treynor & Mazuy Model and 

Henriksson & Merton model, are used to evaluate the managers‟ timing talent.   

From the Treynor & Mazuy Model output in the table- 06, 19 out of 28 mutual funds 

shows positive coefficient for managers‟ timing skill but only fund managers of 

ICB3NRB and ICBEP1S1 have demonstrated statistically significant positive timing 

skill on price return basis. This means ICB3NRB and ICBEP1S1 fund managers beat 

the market by appropriately reacting to the market change at soonest. On the other 

hand, the remaining 17 managers having insignificant positive skill and all 9 

managers having insignificant negative skill have followed an unsuccessful timing 

strategy by increasing beta in the bear market and reducing beta in the bull market. 

However, only 6 mutual fund managers have shown insignificant negative timing 

skill on NAV-return basis. Among the remaining 23 positive timing skillful 

managers, FBFIF and VAML1 managers have followed a successful timing strategy, 

demonstrating a statistically significant positive timing skill at 95% and 90% 

confidence level respectively. On the other hand, all insignificant positive (21 funds) 

and negative (6 funds) coefficients imply that the fund manager did not increase or 

decrease the portfolio‟s beta according to the market conditions. That is, the manager 

has practiced a neutral market timing strategy. Moreover, 11 coefficients for 

managers‟ timing skill changes their sign under two different data bases (price and 

NAV) and they remain insignificant in both cases.  

 

Table – 06: Managers’ Timing Skill Outcome  
 

Fund 

Treynor-Mazuy Model Henriksson-Merton Model 

Price-based NAV-based Price-based NAV-based 

Coefficient  

of TS 
P-value 

Coefficient  

of TS 
P-value 

Coefficient  

of TS 
P-value 

Coefficient  

of TS 
P-value 

1JANATA 2.55061 0.47620 (0.83430) 0.55026 0.32178 0.31873 (0.12013) 0.33994 

1PRIMF (4.82596) 0.31749 0.46528 0.89528 0.03856 0.92948 (0.46458) 0.14430 

ABB1 2.80384 0.37652 0.57507 0.65869 0.56248 0.04855* (0.07335) 0.53203 

AIBL1I 0.14237 0.96735 1.53262 0.19159 (0.14159) 0.65166 0.00446 0.96641 

ATCSL (3.32165) 0.39329 (1.28209) 0.88663 (0.00916) 0.97919 (0.27292) 0.73645 

EBL1 (3.73580) 0.38543 1.45314 0.91768 0.09370 0.80936 (0.33680) 0.79049 

EBLNRB 0.67154 0.86663 0.02635 0.98183 0.22120 0.53947 (0.12775) 0.22015 

EXIM1 (2.38205) 0.62218 0.27279 0.84561 0.44979 0.30183 (0.08976) 0.47721 

FBFIF (1.79182) 0.59065 26.15924 0.03459* 0.38162 0.20345 1.62652 0.14592 

GRMEN2 0.06748 0.97836 0.20415 0.88420 0.20147 0.36883 (0.09355) 0.45905 

To be cont. 



22 Kawser Ahmed Shiblu 

ICB3NRB 6.10747 0.06881** 1.84876 0.38095 0.79666 0.00828* (0.25927) 0.17264 

ICBAMC2 1.44752 0.69889 1.52226 0.51532 0.21968 0.51496 (0.30570) 0.14682 

ICBEP1S1 7.07353 0.06111** 1.84746 0.42936 0.91956 0.00676* (0.30825) 0.14317 

ICBSON1 0.86613 0.78107 0.37185 0.85504 0.27218 0.33245 (0.16481) 0.36894 

IFIC1 2.63787 0.42828 (0.21835) 0.85339 0.12515 0.67698 (0.06824) 0.52175 

IFILISL1 3.52895 0.14313 2.02980 0.25132 0.44259 0.04136* (0.15016) 0.34684 

LRGLB1 (4.82677) 0.12320 (7.22358) 0.57109 (0.27459) 0.33143 (0.45507) 0.69236 

MBL1 5.45014 0.10988 1.57038 0.16984 0.51143 0.09613** (0.00118) 0.99091 

NCCBL1 (0.04691) 0.98859 0.66240 0.53478 0.16728 0.57168 (0.01645) 0.86432 

NLI1 (4.82677) 0.24057 0.35017 0.88751 0.21969 0.65897 (0.08750) 0.69505 

PF1ST 7.64352 0.12811 1.06636 0.72657 0.11672 0.79705 (0.42474) 0.12174 

PHPMF1 1.76296 0.63578 0.13789 0.90580 0.36451 0.27714 (0.08516) 0.41741 

POPLR1 1.59581 0.62406 0.23679 0.88512 0.36105 0.21835 (0.05130) 0.72847 

PRM1ICA 2.17998 0.52746 1.65945 0.41722 0.41118 0.18578 (0.21443) 0.24478 

RLNE1 1.86121 0.51852 (0.03014) 0.99131 0.33011 0.20370 (0.03111) 0.90084 

SEMLL (1.96645) 0.70877 1.01168 0.38921 0.07813 0.86931 0.07805 0.46143 

TRUST1 1.78390 0.62798 (0.09923) 0.93626 0.37717 0.25547 (0.10182) 0.36256 

VAML1 5.11559 0.21719 2.02143 0.09187** 0.28293 0.44952 (0.04950) 0.64791 

*Significant at 5%; ** Significant at 10% 

 

Similarly, Henriksson-Merton Model price-based output in the above table reveals 

that all fund managers except AIBL1I, ATCSL and LRGLB1 managers have 

demonstrated positive timing skill coefficients. But only five fund mangers‟ skill is 

statistically significant, meaning that these managers successfully beat the market by 

taking appropriate and instant measures. The managers of fund ABB1, ICB3NRB, 

ICBEP1S1 and IFILISL1 have shown a statistically significant positive timing skill 

at 95% confidence level, and MBL1 fund manager has displayed positive significant 

skill at 90% confidence level.  All other positive and negative insignificant results 

imply the neutral timing skill performed by managers. On the other hand, all the 

mutual fund managers under study failed to perform a statistically significant timing 

strategy at 10% significance level. Moreover, only AIBL1I, FBFIF and SEMLL fund 

managers have demonstrates positive timing skill. Combing two model results under 

both price and NAV bases, no single mutual fund managers did demonstrate 

significant outcome in all cases and models.  
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Conclusion   

In this paper, the research on the listed mutual funds of Dhaka Stock Exchange is 

conducted in three approaches in two different dimensions, close price and NAV. 

Firstly, the performances of the mutual funds is analyzed by using seven different 

performance measures: Treynor, Sharpe, M
2
, Jensen alpha, Hwang & Satchell alpha, 

Information Ratio and R-square. Price-based Treynor, Sharpe and M
2
 ratios revealed 

25, 14 and 14 outperforming funds respectively, but the different rankings found by 

these ratios implies that the funds are not well-diversified. Conversely, none of the 

funds outperformed the market under NAV-based outcome of all the three measures. 

Additionally, the lower values of Treynor, Sharpe and M
2
 ratios signifies that the 

mutual funds listed in the DSE are performing good. Moreover, insignificant Jensen 

and Hwang & Satchell (H-S) alphas denote that the funds‟ outperformances or 

underperformances are the results of luck, not the outcome managers‟ expertise. On 

the other hand, very low R
2
 values under both price and NAV analysis confirm the 

very high level of unsystematic risk of the funds which further re-confirm the lack of 

diversification of the funds. Again, difference in the rankings of funds under 

information ratio on both price and NAV basis implies that almost all the fund 

managers are unable to generate superior return consistently.  

 

Table – 07: How are mutual funds performing? 
 

Fund 

Performance Indicators Selection 

Skill 

Timing Talent 

Treynor Sharpe M
2
 Jensen Alpha H-S Alpha R

2
 IR (Rank) T-M H-M 

P N P N P N P N P N P N P N P N P N P N 

1JANATA O U O U O U I (+) I (-) I (+) I (-) L L 10 26 Spr Infr I (+) I (-) I (+) I (-) 

1PRIMF O U U U U U I (+) I (+) I (+) I (-) L L 11 1 Infr Infr I (-) I (+) I (+) I (-) 

ABB1 O U U U U U I (+) I (-) I (+) I (-) L L 19 27 Infr Infr I (+) I (+) S (+) I (+) 

AIBL1I O U U U U U I (+) I (-) I (+) I (-) L L 23 28 Infr Infr I (+) I (+) I (-) I (-) 

ATCSL O U O U O U I (+) I (-) I (+) I (-) L L 12 6 Spr Infr I (-) I (-) I (-) I (-) 

EBL1 O U O U O U I (+) I (-) I (+) I (-) L L 7 4 Spr Infr I (-) I (+) I (+) I (-) 

EBLNRB O U U U U U I (+) I (-) I (+) I (-) L L 18 15 Infr Infr I (+) I (+) I (+) I (-) 

EXIM1 O U U U U U I (+) I (-) I (+) I (-) L L 25 16 Infr Infr I (-) I (+) I (+) I (-) 

FBFIF U U U U U U I (-) I (+) I (+) I (-) L L 26 3 Infr Infr I (-) S (+) I (+) I (+) 

GRMEN2 O U O U O U I (+) I (-) I (+) I (-) L L 1 14 Spr Infr I (+) I (+) I (+) I (-) 

ICB3NRB O U O U O U I (+) I (-) I (-) I (-) L L 6 11 Spr Infr S (+) I (+) S (+) I (-) 

ICBAMC2 O U O U O U I (+) I (-) I (+) I (-) L L 4 8 Spr Infr I (+) I (+) I (+) I (-) 

To be cont. 
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ICBEP1S1 O U U U U U I (+) I (-) I (-) I (-) L L 22 9 Infr Infr S (+) I (+) S (+) I (-) 

ICBSON1 O U O U O U I (+) I (-) I (+) I (-) L L 9 12 Spr Infr I (+) I (+) I (+) I (-) 

IFIC1 O U U U U U I (+) I (-) I (+) I (-) L L 21 24 Infr Infr I (+) I (-) I (+) I (-) 

IFILISL1 O U O U O U I (+) I (-) I (-) I (-) L L 16 21 Spr Infr I (+) I (+) S (+) I (-) 

LRGLB1 O U U U U U I (+) I (-) I (+) I (+) L L 24 2 Infr Infr I (-) I (-) I (-) I (-) 

MBL1 O U U U U U I (+) I (-) I (-) I (-) L L 20 25 Infr Infr I (+) I (+) S (+) I (-) 

NCCBL1 O U O U O U I (+) I (-) I (+) I (-) L L 13 17 Spr Infr I (-) I (+) I (+) I (-) 

NLI1 O U O U O U I (+) I (-) I (+) I (-) L L 2 13 Spr Infr I (-) I (+) I (+) I (-) 

PF1ST O U O U O U I (+) I (-) I (-) I (-) L L 8 5 Spr Infr I (+) I (+) I (+) I (-) 

PHPMF1 O U U U U U I (+) I (-) I (+) I (-) L L 15 23 Infr Infr I (+) I (+) I (+) I (-) 

POPLR1 O U O U O U I (+) I (-) I (+) I (-) L L 14 18 Spr Infr I (+) I (+) I (+) I (-) 

PRM1ICA O U O U O U I (+) I (-) I (+) I (-) L L 5 10 Spr Infr I (+) I (+) I (+) I (-) 

RLNE1 O U O U O U I (+) I (-) I (+) I (-) L L 3 7 Spr Infr I (+) I (-) I (+) I (-) 

SEMLL U U U U U U I (-) I (-) I (+) I (-) L L 27 19 Infr Infr I (-) I (+) I (+) I (+) 

TRUST1 O U U U U U I (+) I (-) I (+) I (-) L L 17 20 Infr Infr I (+) I (-) I (+) I (-) 

VAML1 U U U U U U I (-) I (-) I (-) I (-) L L 28 22 Infr Infr I (+) S (+) I (+) I (-) 

P: Price; N: NAV; O: Outperform; U: Underperform; I: Insignificant; S: Significant; L: Low; H: High. 

Spr: Superior skill; Infr: inferior skill; (+): Positive Coefficient; (-): Negative Coefficient 

 

Secondly, the decomposition of the evaluated performance using Fama 

decomposition technique to identify sources of performance is performed. However, 

although half of the mutual fund managers showed superior selection skill under 

price basis by generating a positive return for net selectivity, not a single manager 

was able to do so under NAV basis. This denotes that fund managers couldn‟t beat 

the market through his or her stock picking ability by using any privileged 

information or his/her prudent intuition. Finally, the timing talent of fund managers is 

tested using Treynor & Mazuy (T-M) Model and Henriksson & Merton (H-M) 

model. Although some of the managers were able to react to market movement 

immediately and add significant value to the investment, they didn‟t show any 

consistent timing ability under both price and NAV analysis. Under both models, no 

manager was able to show statistically significant timing talent under both price and 

NAV basis. Moreover, none showed any significant timing skill under Henriksson & 

Merton model on NAV-based analysis. Above all, it can be concluded that the mutual 

funds sector in DSE is lagging far behind and among the poorest performers. The 

main reasons of this underperformance are as follows. First, a significant 

performance difference between price-based performance and NAV-based 

performance is observed in the study. This signifies that market price of mutual fund 

shares do not reflect the fundamentals of companies and investors are less concerned 

or educated about the fundamentals. So, lack of concerned investors is moving this 
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sector to unclear way. Second, not every fund discloses its return and associated risk 

information to investors. Some fund managers disproportionately invest into risky 

instruments. Due to lack of information, investors can‟t analyze the share 

fundamentally and make prudent investment decision. Third, not all fund managers 

have sufficient level of expertise to manage the funds efficiently and in some cases, 

there is lack of integrity. Fourth, stringent asset & sectoral allocation policy and 

unavailability of adequate number of investable instruments and companies have 

pushed this sector down. However, currently Bangladesh Securities and Exchange 

Commission (BSEC) has come forward with rigid regulations, continuous 

monitoring, and timely policies to revive this sector. 
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Abstract 

In the recent era of development and the wide application of technology in the communication 

sector, almost everyone tries to connect themselves with different social media apps/platforms 

to maintain social communication; seek entertainment and knowledge from the different social 

media-based groups and pages. Facebook and messenger are the most prominent social media 

platforms among the others. This study targeted to identify whether there is any performance 

gap between the users and the non-users of social media among tertiary level students. This 

study revealed that almost all respondents (97.5% and 91.7%, respectively, figure 1) were 

connected to these apps/platforms to fulfill their social media needs (communication, 

entertainment and others). The study's findings suggested a significant gap between the 

performance (both perceived and result-based performance) of the social media users and the 

non-users. The study also found that the excessive use of social media negatively influenced 

the students' performance (perceived performance). 

 

Keywords: Social media, addiction to social media, chronic use, performance, 

tertiary. 

 

Introduction  

Social media technologies are a vital tool for decentralizing authority nowadays. 

Activities usually planned and overseen by small organizations (such as 

governmental bodies, labor unions, student unions, and other institutions) start 

reaching all parties concerned. It permits the emergence of new jobs without 

regulated or legal procedures (Sumida et al., 2017; Mackenzie, 2013). The rise of the 

internet, social networks, and the overall user base have all seen significant changes 

recently, as well as other global factors. Users can share information, ideas, emotions, 

and personal, social, and educational experiences through social networks, which 

include websites and mobile applications (Soroush &Khatony, 2019). However, 

social media is one of the most significant forms of communication nowadays. They 
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enable social networking and communication among individuals regardless of their 

geographic location; they make it simple to share data, files, photographs, and videos; 

create blogs; send messages; and have in-person chats. These systems are known as 

social simply because they make communicating with friends and coworkers simple 

and efficient (Al-Rahmi and Othman, 2017). The most well-known and commonly 

utilized social media platforms include Facebook, Twitter, LinkedIn, and YouTube. 

These platforms offer a simple method for contacting individuals online and through 

social media. They actively and significantly influence decisions in economics, 

politics, society, and education. All ages are drawn to social networking (media), but 

young people are very interested in it, and nearly all are students of various degrees 

(Kawsar, 2017). Besides, social media has altered many industries, but it has had the 

most significant impact on education generally and in the classroom. In recent years, 

there has been a lot of interest in applying digital technology in education. 

Furthermore, according to Bergen (2000), one of the intriguing changes in higher 

education has been the use of current technology like social media. College students 

frequently have accounts on multiple social media platforms, including Facebook, 

Twitter, Instagram, YouTube, Google+, and others, making it easier to integrate 

social media into the educational setting (Tess, 2013). But academic staff and 

administrators are frequently expected to look into choices to ensure the learning 

environment is cutting-edge, pertinent, and able to produce graduates with skills in 

line with the demands of the workplace and their career goals. Students connect on 

campus while using highly advanced digital devices. These students routinely use 

these devices unrelated to studying, revealing a significant disconnect (Sivakumar, 

2020).Selwyn (2010) asserts that the increased use of social media in higher 

education can be partially attributed to the networked nature of most candidates. 

Economists and academics disagree on whether students' grades are affected by how 

much time they spend on these websites due to their growing popularity 

(Choney, 2010).  Students' growing love of and reliance on these social media 

platforms has positive and negative effects. Atiny percentage of the respondents to 

Talukder et al., (2015) study use social media for academic objectives, whereas the 

majority utilize it for recreational activities like watching movies, playing games, and 

having fun. The results of past studies revealed that social media addiction seriously 

hurts students’ ability to learn (Alam et. al., 2015; Kawsar, 2017). Many students 

regularly engage in social media activities in their everyday routines. According to 

research, using these web-based platforms is linked to mental health issues like 

depressive symptoms and suicidal thoughts. It has also been connected to various 

terrible life choices teenagers make, including drug addiction, poor eating habits, and 

physical inactivity (Kanyinga & Hamilton, 2015a; Kanyinga & Lewis, 2015; Kern, & 
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Rickard, 2016). The primary goal of this study was to determine whether there is a 

performance disparity between social media users and non-users among tertiary-level 

students Mymensing district of Bangladesh. The specific objectives were:  

 to show the percentage of students using different social media (apps); 

 to identify the performance (both perceived performance and result-based 

performance) gap between social media users and non-users; and 

 to examine the influence of social media use on the students' performance 

(perceived). 

 

Literature review 

In a survey by Kawsar (2017) of 300 students at East West University in Dhaka, 

Bangladesh, it was discovered that half of the participants acknowledged that their 

academic performance had been negatively impacted. The study also showed that 

relatively few individuals had a social media addiction. Liu et al. (2017) examined 

the association between social networking site use and academic success. According 

to the data, a significant unfavorable relationship between SNS use and academic 

success was found. Jackson and Wilson (2018) conducted a second study to examine 

the impact of undergraduate students' social media usage on their academic 

achievement. As a consequence of the study, it was shown that female students 

accessed social networking websites more frequently than their male counterparts. 

We discovered that using a Pearson's correlation, GPA was inversely associated with 

the number of social media websites. Alwagait et al. (2015) noted how social media 

use affected Saudi Arabian students' academic performance. Their data revealed no 

direct correlation between students' use of social media and their academic success. 

Another outcome of this research revealed that, in addition to social media use, time 

management was a factor that adversely impacted students' academic performance. 

According to a study conducted among the students of Brazilian students by Garcia 

and Silva (2017), the findings reveal that students appreciate social media 

technologies for academic tasks more than university information systems, primarily 

because they are easier to use. This is because social media technologies are more 

user-friendly. In research conducted by Al-Rahimi, et al. (2017) on Malaysian 

university students, it was shown that respondents believed that considerable 

interaction, engagement, and collaborative learning might be used to improve 

students' performance. Another study by Menayes (2015) among the students of 

Kuwait investigated how social media usage affected academic achievement. 

According to the results, it had no appreciable impact on academic achievement. This 

finding implies that, unlike social media use, involvement alone has minimal impact 
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on academic achievement. In a different research, Al-Rahmi and Othman (2013) 

found that social media offers various benefits for the participants, including 

encouraging collaborative learning, facilitating contact with peers and professors, 

increasing social engagement, and enhancing academic achievement. To evaluate the 

effect of social media use on students' academic performance, Othman et al. (2017) 

performed a study on undergraduate students in Terengganu, Malaysia. They 

discovered a negative correlation between social media use and subpar academic 

performance. The study's respondents expressed the belief that their inability to 

manage their time effectively was the root of their subpar performance. According to 

the study by Stollak et al. (2011) conducted among mid-west students, these 

researchers looked at grade discrepancies among students at a small liberal arts 

institution depending on social media usage. The study was also conducted to 

determine how much time students spend using social media activity and whether 

this usage has changed for the better or worse. Social media impacts both grades and 

how students interact with one another Sampasa-Kanyinga et al. (2019) examined the 

connections between social media usage (SMU), school connectedness, and academic 

achievement among middle and high school students in their Ontario Student Drug 

Use and Health Survey (OSDUHS). Moreover, they examined the effects of age, 

gender, and level of education (middle vs. high school) on these connections. 

Following other research, there is a clear age difference in the link between SMU and 

school connectedness among high school students, with older students having 

stronger correlations. Gender did not substantially alter the observed correlations. In 

conclusion, middle and high school children's academic achievement and school 

connectedness are negatively correlated with heavy SMU. According to a study by 

Alshuaibi et al. (2018) among Malaysian business undergraduates, their study results 

showed that cognitive engagement, but not behavioral, emotional, or agnatic 

involvement, moderated the association between social media and academic 

achievement. The findings imply that social media has the potential to be employed 

in a learning environment since it fosters students' cognitive engagement in the 

classroom, which in turn improves their academic achievement and performance. 

Alamri (2019) did a different survey among Saudi Arabian undergraduates, and the 

findings showed generally favorable opinions about using social media for academic 

reasons. Also, a statistically significant connection existed between students' GPA 

and their use of social media for academic purposes. The studies, nevertheless, did 

not find a statistically significant link between students' use of social media and GPA. 

Mushtaq and Benraghda (2018) conducted a second study at Afghanistan's Alberoni 

University to examine social media's positive and negative impacts on students' 

academic performance. Despite prevalent views that students abuse social media, the 
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findings revealed that most students were interested in using it for their education. 

The advantages of using social media among students appeared to outweigh the 

drawbacks. The impact of students' use of social media websites on their academic 

success was examined in a different research by Maqableh et al. (2015) in Jordan. 

According to the study, SNS significantly influenced pupils' academic performance. 

The student's weekly usage of SNS had a big effect on their academic achievement. 

Singh (2016) found that management students largely used social media to discuss 

their assignments, projects, and learning experiences with their classmates, which 

improved their academic performance. An online cross-sectional study by Lahiry et 

al. in 2019 directed at tertiary teaching hospital students found that social networking 

has a positive (better) influence on academic attainment .The relationship between 

social media use and academic success among Iranian students was examined by 

Azizi et al. in 2019. The findings revealed a strong negative link between students' 

overall use of social media and their academic success. According to a prior study, 

social media has advantages and disadvantages for users. Numerous prior researches 

recognized and emphasized the benefits. (Al-Khalifa and Garcia, 2013; Junco et al., 

2011; Tariq et al., 2012; Sampson et. al., 2004; Peñalvo et al., 2012; Palacios, and 

Lytras, 2012; Camilia et al., 2013) and some of them the harms (Alam et al., 2015; 

Kawsar, 2017). This study aims to identify the gap between the performances of 

social media users and non-users among tertiary-level students. 

 

Methodology 

Data Collection  

The current study aimed to determine the differences in performance between 

tertiary-level students who used social media and those who did not. Moreover, it 

aimed to investigate the connection between students' academic achievement, the 

length of time they spent on social media, and the reason they used it. It also 

discussed the most well-liked websites among students, their effects on academic 

activities, and other elements that harm their marks. For the objective of this study, a 

quantitative approach was used that depended on a printed questionnaire for data 

collection. This decision was made in response to the information needed and the 

kind of analysis that would be done. The questionnaire's content was developed 

considering the examined literature and the nature of the study's situation. The data 

for this study was collected by distributing a survey questionnaire to undergraduate 

and graduate students at various institutions in the Mymensingh district of 

Bangladesh, particularly at the three prestigious institutions listed below: Bangladesh 

Agricultural University, Jatiya KabiKazi Nazrul Islam University, and Anondo 

Mohon College. The replies were graded on a Likert scale of 1 to 5, with 1 
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representing strongly agrees and 5 denoting strongly disagree. The respondents 

received the surveys by mail and hand-to-hand delivery. In this study, 280 

undergraduate and graduate-level students were personally administered 

questionnaires. Participants were randomly chosen from a variety of disciplines. The 

study's relevance and goal were explained to the students, and they were also 

guaranteed the confidentiality of their replies and anonymity of their responses. Also, 

it was made clear to them that participating in the survey was optional. Of the 280 

questionnaires distributed, 121 valid replies were obtained and examined. 

The students' performances were considered and evaluated based on their exam 

results and personal assessments of their performance. Some of the questions on the 

questionnaire used to gauge students' perceptions of their performance include: 

"Excessive use of social media is lessening my class attention," "I believe my class 

performance is getting low because of the use of excessive use of social media," and 

"I believe I am getting worse results because of excessive use of social media," 

among others. 

 

Data Analyses Tools 

SPSS software and several sets of statistical analyses were used to analyze the 

collected data from the respondents. Descriptive statistics, the paired samples t-test, 

and regression analysis were used to test the hypotheses.  

 

Reliability and Validity of Data 

The reliability and validity of the data were assessed by measuring Cronbach's alpha, 

and the validity of the data was censured by conducting a pilot survey before going 

for the final survey of the study. The alpha value for the multiple-item questionnaire 

was .752, which was good enough to achieve the satisfactory reliability of the 

questionnaire. 

 

Conceptual Framework and Hypotheses 

The study measures students' performance based on their perceptions and results. 

Though the study targeted the non-users social media group among the tertiary level 

students, after collecting the data, the study found no students who don't use social 

media. Almost all of them use different social media and media apps to a narrow or 

large extent. Figure 1 shows their use statics of different social media and media apps 

to a different extent. So this study categorizes the social media non-users group with 

the character who use them less than one hour per day. Social media users and non-

user groups are defined based on the following criteria: 
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Figure 1: percentage of students using different media and social media apps 

1. Male users and the female users 

2. Social media users and non-users; 

3. Use once a day and more than once; 

4. Use only for academic purposes and use for other than the academic purpose 

So, to compare and analyze the performance (both perceived and result-based 

performance) of tertiary-level students among social media users, the study 

formulates the following hypotheses: 

H1: There is a significant difference between the performance (both in result-based 

and perceived performance) of the male and female users of social media; 

H2: There is a significant difference between the performance (both result-based and 

perceived performance) of the social media users and non-users; 

H3: There is a significant difference between the performance (both in result-based 

and perceived performance) of the students who use social media once a day and 

more than once a day;   

H4: There is a significant difference between the performance (both result-based and 

perceived performance) of the students who use social media only for academic 

purposes and use for other than academic purposes. 

The study also investigates the influence of the students' social media use habits on 

their performance (result-based performance). The researchers categorize the using 

habit of social media into the following categories: 
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a) Use social media as a habit; 

b) Use as an addiction (students are addicted to social media, and they cannot 

keep them away from it); 

c) Spend much time using social media or continuous use of social media in a 

day; 

d) Use social media regularly, even during busy days or exam days. 

Based on the above using habits, the researchers postulate the following hypothesis to 

examine the influence of using habit of social media on the students ‘perceived 

performance: 

H5: There is a significant negative influence of the chronic use of social media on 

students’ perceived performance; 

H6: Students' perceived performance is negatively associated with their social media 

addiction; 

H7: Students' perceived performance has a negative association with their spending 

much time on using social media or continuous use of social media in a day; 

H8: There is a significant negative influence of using social media regularly, even the 

busy or exam days, on students' perceived performance. 

 

Results and Discussion 

The study conducted the t-test to identify whether the students' performance (both 

result-based and perceived performance) significantly differed between the users and 

non-users of social media in different situations. Following table 4 shows the t-test 

results: 

 

Table 4: T-test results regarding the users and non-users of social media 
 

Particulars F Sig. T df Sig. 

Use of Social media and students' perceived performance 

Comparison group      

Group 1: Male  

Group 2: Female  
.447 .505 .278 119 .782 

Group 1: Use for Less than 

one hour 

Group 2: Use for more than 

an hour 

.001 .972 2.484 119 .032 
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Group 1: Use once a day 

Group 2: Use more than once 

a day 

2.619 .108 -.500 119 .618 

Group 1: Use only for 

academic purposes 

Group 2: Use for other than 

the academic purpose 

3.451 .066 2.289 119 .024 

Use of Social media and Result-based performance 

Group 1: Male  

Group 2: Female  
.176 .676 -.732 118 .466 

Group 1: Use for Less than 

one hour 

Group 2: Use for more than 

an hour 

.521 .472 3.231 118 .003 

Group 1: Use once a day 

Group 2: Use more than once 

a day 

7.987 .006 -1.539 118 .127 

Group 1: Use only for 

academic purposes 

Group 2: Use for other than 

the academic purpose 

1.049 .308 -.262 118 .794 

 

The results in the above table 4 show that the students' perceived performance and 

the result-based performance vary between the users who use social media (apps) for 

less than one hour and who use more than one hour daily. The study also found a gap 

in the students' perceived performance between academic and non-academic use of 

social media (apps). The study found no significant difference in the perceived 

performance and the result-based performance between the male and female students 

and between those who used it once a day and frequently a day. So, the study rejects 

hypotheses H1 and H3. The results also show that the result-based performance of 

the students does not vary between the academic and non-academic users of social 

media (apps). 

 

Regression Effect on the Students' Perceived Performance 

The study also analyzes whether there is any influence of the using habit of social 

media on the students' perceived performance. Following table 5 shows the results of 

the regression effects: 
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Table 5: Regression effect on the student's performance 
 

Hypothesis 

no. 

Hypothesis Beta t P 

value 

Supporte

d 

H5 Habitual use of social 

media> students' perceived 

performance 

.084 1.092 .277 No 

H6 Using social media as an 

addiction> students' 

perceived performance 

-.175 2.025 .045 Yes 

H7 Spending much time on 

using social media or 

continuous use of social 

media in a day> students' 

perceived performance 

-.112 2.187 .031 Yes 

H8 Using social media even 

during busy days or on 

examdays> students' 

perceived performance 

-.260 3.299 .001 Yes 

 R=.560 and R
2
 = .313  

Based on the above data in table 5, the study rejects hypothesis H5 because the t 

statistic is insignificant (t=1.092). On the other hand, the study accepts hypotheses 

H6, H7, and H8 (t=2.025, t=2.187, and t=3.299, respectively). So, the findings of the 

study suggest that there is a significant negative association between students' 

perceived performance (Mustaq and Benraghda, 2018; Lahiry, 2019) with using 

social media as an addiction, spending much time on using social media or 

continuous use of social media in a day, and using social media even in during the 

busy days or the days while examinations are going on.   

 

Conclusion 

Social media is a helpful tool for students in their lessons as they use it to enhance 

their learning process, i.e., to successfully interact with one another, receive 

university-related concerns, and obtain other required information. In other words, 

graduates and undergraduates use social media as modern teaching tools. The 

remarkable social phenomena of social media have significantly altered how we 

engage and communicate with one another. Scholars are interested in the extent to 

which its utilization might improve students' learning experiences in academic 

settings. Almost everyone tries to connect them self with different social media 

apps/platforms to maintain social communication, seek entertainment, and seek 

knowledge from various social media-based groups and pages in the recent era of 
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technology development and broad application in the communication sector. Among 

the other social media networks, Facebook, WhatsApp, and Messenger are more 

popular (Talukder et al., 2015). This study was conducted to see if the performance 

of the tertiary level students differs between the social media users and non-users’ 

groups. As per the findings of this study, there was a substantial difference between 

the performance (both perceived and result-based performance) of the social media 

users and non-users among the tertiary level students of Bangladesh. Another study 

finding revealed that excessive social media usage negatively impacted students' 

perceived performance. The study concludes that excessive social media usage 

without real oversight from educators or careful preparation for using its apps may 

impact graduates' and undergraduate students' academic results in Mymensingh. 

Although excessive social media usage is identified as a problem that wastes time 

and money and impairs academic performance, the negative consequences may 

appear very little, as if favorable benefits may offset them. The dissemination of 

beneficial material that aids students in expanding their knowledge and information is 

advised for lecturers, faculty, and other social media users, especially Facebook page 

owners. 

 

Limitations 

The study has a few drawbacks. Since there is no assurance that respondents will 

offer accurate information, self-reported results are worrying. Furthermore, because 

there was no system to prevent participants from talking to one another before 

responding and submitting the questionnaire, answers could become skewed. Second, 

the geographical breadth was restricted to a single institution, which limits how 

broadly the findings may be applied. Finally, while sending survey links through 

email can serve as a sample frame, random online sampling is complex due to issues 

including numerous accounts, duplicate replies, self-selection bias, and 

invalid/inactive email addresses. Many students prefer paper surveys, which limits 

the reach of online surveys. Unmeasured circumstances or distant situations, such as 

a busy workday, may impact replies. Long surveys encourage partial replies since the 

questions get tiresome. Finally, since the information was gathered through self-

reporting, the accuracy of the findings may have been impacted. The researcher 

assured the participants that their replies would be kept private to overcome this 

issue. 

 

Implication 

The policy makers can design and implement counseling programs to enhance mental 

health is advised for students who are more susceptible to developing a social 

networking addiction due to their higher levels of worry, stress, and depression, as 

well as their lower levels of self-esteem. Moreover, Cognitive Behavioral Therapy 
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(CBT) is advised to lessen dependence on social media. CBT is among the most 

successful treatments for lowering reliance on social media. With social media 

applications continuing to permeate every aspect of our lives, it is more important 

than ever for educational institutions to create and support programs that not only 

educate stakeholders about the adverse effects of compulsive use of social media but 

also offer tools, resources, and information to help mitigate those effects. Hence, the 

findings of this study might have wide-ranging effects on both practice and research 

in a variety of contexts and for a wide range of stakeholders. 
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Abstract 

This study systematically reviews and thoroughly evaluates the 49 research articles about what 

contributes to promoting employee well-being published in The International Journal of 

Human Resource Management (IJHRM) from 1990 to 2023. Since empirical studies 

(quantitative and qualitative analyses) dominate the past literature regarding the employee 

well-being field, the authors decided to conduct a systematic review study that produces future 

research directions. The specific research questions are: what themes around employee well-

being have been identified and examined by researchers at IJHRM during the past 32 years; 

how ability-enhancing high-performance work practices, HR and line management roles, and 

work-life balance programs can contribute to promoting employee well-being; and which 

issues need to be addressed in future research? 

To find relevant articles, this study uses a keyword formula. This study primarily identifies 

3075 articles in the database of IJHRM within 34 volumes and 419 issues (from 1990 to 

2023). After reviewing titles and abstracts, the authors of this study omitted unrelated studies, 

leaving them 107 papers. Then, after screening the full text, 49 articles were included for data 

analysis. The 31 of them were empirical studies using quantitative surveys, 5 empirical studies 

using qualitative interviews, 3 mixed method articles, and 10 review articles. The oldest study 

was published in 1996 and the most recent study was published in 2022.  

This study suggests a research framework for future research to explore how and what would 

impact the promotion of employee well-being. This study suggests a mixed method study for 

future researchers investigating how ability-enhancing high-performance HRM work systems, 

leadership, and work-life balance programs influence the promotion of employee well-being 

in public sector organizations due to missing in past studies. This study expects that future 

research will justify its proposed conceptual research framework, which would have 

theoretical and practical implications.   

 

Keywords: Future Research Direction, HRM Field, Incorporating Well-being 

Promotion Research, Review Study 

                                                 
1
  Associate Professor, Department of Management Studies, Jagannath University, 

Dhaka, Bangladesh, E-mail: fakir.mdshahidulislam@mgt.jnu.ac.bd 
2
 Professor, Department of Management Studies, Jagannath University, Dhaka, 

Bangladesh, E-mail: mizan223@yahoo.com 
3
  Assistant Professor, Department of Management Studies, Jagannath University, Dhaka, 

Bangladesh, E-mail: sajibmgt@gmail.com 

mailto:fakir.mdshahidulislam@mgt.jnu.ac.bd
mailto:mizan223@yahoo.com
mailto:sajibmgt@gmail.com


42 Fakir, Rahman and Hoque 

Introduction 

Background of the study 

Happy workers always try to achieve future rewards; however, sad people pursue tips 

with minimum effort. As a result, happy employees are more creative and productive 

than sad employees (Jen-Shou & Ha, 2017). Some high-performance work practices 

(HPWPs) present tradeoff effects on health, happiness, and relational well-being 

(Marco et al., 2022). Despite the huge contributions of high-performance work 

systems to well-being research, employee well-being research development needs to 

be stronger. Therefore, recent research argues four themes: enriched jobs, high 

involvement management, employee voice, and motivational support. HPWPs are a 

central concept in strategic HRM research. A recent study focuses on how high-

performance work practices are related to employee well-being (Sven et al., 2022). 

Mental illness and identity management have implications for human resource 

management addressing the challenges faced by the newly recruited employees and 

job candidates (Rina & Andrew, 2021). The human resource management roles 

contribute to managing mental illness among coworkers at work. This has been 

argued from stakeholders‟ perspectives (Sophie et al., 2021). Research on resilience 

has accumulated a vast body of knowledge on HRM issues (Yipeng et al., 2019). A 

recent study argued that department managers‟ inclusive leadership mediates the 

effect of how CEOs‟ inclusive leadership influences employees‟ well-being (Man et 

al., 2022). The artificial neural networks approach has been used in the identification 

of nonlinearities of psychological well-being at work (Mark et al., 2021). 

There are five significant primary issues within the work-life balance area, such as 1) 

a favorable life situation, 2) recovery, 3) a good time experience at work, 4) a good 

time experience in private life, and 5) well-being (Madelaine et al., 2017). There is a 

relationship between psychological contract patterns and well-being (Mervi et al., 

2018). Well-being scholarship has focused on individualistic, psychological 

conceptualizations within the broader social and contextual realities (Thomas & 

Katherine, 2017). There is a relationship between job crafting and extra-role 

performance.  Cultural practices and cultural differences moderated this relationship 

(Philipp & Matthias, 2022). Individuals with positive attitudes those who adopt life 

coping strategies are in a position to achieve overall well-being at the workplace 

(Connie et al., 2016). 

Past studies give us ideas relating to how high-performance work systems, HRM 

practices, management supports,  and work-life balance programs are related to 
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employee well-being, but nothing about how ability-enhancing high-performance 

work practices, HR and line management supports, and organizational work-life 

balance programs can contribute to promoting employee well-being. Unlike previous 

research, our study systematically reviews and thoroughly evaluates the 49 research 

articles about what contributes to promoting employee well-being published in a 

particular top scientific journal named IJHRM during the past 32 years between 1990 

and 2023. Among 49 articles included for data analysis, 31 are empirical studies 

using quantitative surveys, 5 are empirical studies using qualitative interviews, three 

(3) uses mixed method (quantitative and qualitative analyses), and 10 are literature 

review articles. Since empirical studies (quantitative and qualitative analyses) 

dominate the literature regarding the employee well-being field, we decided to 

conduct a systematic review study that produces future research direction. We 

suggest a mixed method study for future researchers investigating the effects of 

ability-enhancing high-performance HRM practices, leadership, and work-life 

balance programs on the promotion of employee well-being in public sector 

organizations due to missing in past studies.  

 

Purpose and research questions 

Therefore, the purpose of this study is to review the structure of the academic 

contributions and determine the current status of employee well-being research 

within what IJHRM  has achieved in the past 32 years since its inception in 1990. 

With a pool of 49 research articles (N = 49), we review three research streams, such 

as 1) ability-enhancing high-performance work practices and well-being, 2) HR and 

line management supports and well-being, and 3) work adjustment and organizational 

work-life balance programs and well-being.  

 

This study addresses three specific research questions:  

1.  What themes around employee well-being have been identified and 

examined by researchers at The International Journal of Human Resource 

Management (IJHRM)?  

2.  How can ability-enhancing high-performance work practices, HR and line 

management supports, and work-life balance programs contribute to 

promoting employee well-being?  

3.  Which issues need to be addressed in future research? 

The contributions of our study are fourfold. First, our study clarifies the past studies 

of employee well-being promotion published in IJHRM. Second, we understand how 
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employee well-being is progressively promoted at the workplace. Third, we provide 

an organizing framework for previous research that guides further empirical research. 

Finally, we shed light on several streams of multidisciplinary research. In essence, 

incorporating promoting employee well-being in the HRM field is multidisciplinary. 

 

Methods and Materials  

This is a systematic literature review on promoting organizational employee well-

being research.  

 

Selection of articles 

For more emphasis on a particular journal and, of course, it is convenience, we 

selected only one journal named IJHRM for our review study about HRM issues and 

employee well-being. This journal is one of the Scopus-indexed Q1-ranked scientific 

global journals. As the focus is mainly on promoting employee well-being, we 

excluded those that did not cover well-being issues. We have used Taylor & Francis 

Online database via the IJHRM website. The decision to use this database is anchored 

in the observation that the past 32 years of research from 1996 to 2023 were 

published in IJHRM. We selected empirical (both the quantitative survey and 

qualitative interview) and theory development papers. 

To identify data, we used a keyword formula identifying keywords related to: 

“Promoting employee well-being” OR “well-being, OR “High-performance work 

systems and well-being” OR “line manager support and well-being” OR “HR 

manager support and well-being” OR “Supportive work–family environments and 

well-being” OR “HRM practices and well-being” OR "psychological well-being” OR 

“dimensions of employee well-being” OR” OR  “organizational work-life balance 

programs”. 

We further examined articles‟ reference lists to identify literature covering the 

publications within IJHRM. Following that, we repeated this process. Firstly we 

selected 3075 articles from the database of IJHRM within 34 volumes and 419 issues 

(from 1990 to 2023). Then we reviewed these papers and deleted unrelated articles, 

and finally we had 107 research papers.  Then, we did screen the full text, 49 articles 

passed the screening criteria, which are used in our study for data analysis, 31 of 

which were empirical studies using quantitative surveys, 5 empirical studies using 

qualitative interviews, 3 mixed method articles, and 10 review studies. Figure 1 

shows how we selected the articles for our study.  
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Figure 1. Process of selecting articles included in this review 

 

Coding 

All articles considered relevant to our study were screened to extract relevant 

information. Based on the purpose and questions of our study, we kept the coded data 

using MS Excel spreadsheet. They are grouped into many categories: 1) type of the 

aricles (either empirical or quantitative or qualitative or review paper), 3) 

definition(s) 4) unit of analysis, 5) key findings, and 6) future research directions.  

 

Thematic analysis of review findings 

This study aims to investigate what themes contributed to promoting employee well-

being. Thus, the issues explored in the reviewed articles are many and heterogeneous. 

This section aimed to identify the key findings in the literature. Three main research 

themes were identified: (1) ability-enhancing high-performance work practices; (2) 

HR and line management supports; and (3) work adjustment and organizational 

work-life balance programs. We, thus, grouped the articles into these three research 

themes. 

The first theme within HRM, ability-enhancing high-performance work practices, 

included 5 articles that address high-performance work systems (HPWS) and how 

they are related to the different dimensions of employee well-being. Most articles 

Database search: 

Taylor & Francis Online via 

IJHRM website  

(n=3,611) Duplicated records/abstract/titles detached  

n= 536 

Records screened (title 

and abstract) 

(n= 3,075 Records excluded (n=2,968) 

Reasons a) not related to employee well-being and 

HPWPs, HRM and line management, work-life 

balance, job crafting; b) related to organizational 

culture, job satisfaction and well-being. 

 

 
Full-text articles 

assessed for eligibility 

(n= 107) 

Full-text articles excluded (n=58) 

Reason: not related to what influences 

employee well-being at the workplace Articles included in the 

review and final sample 

(n= 49) 

n= 
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(n=26) regarding HRM and line management roles fall under the second theme, and 

these articles address how HR professionals and line managers contribute to 

enhancing employees‟ well-being. The third theme included 18 articles to understand 

work adjustment and organizational work-life balance programs. Table 1 summarizes 

the three broad research themes. 

 

Table 1 Classification of the articles within research themes  
 

Research 

theme 
 Topics included  Relevant articles 

Ability-

enhancing 

HPWS and 

well-being 

(5) 

 

 HPWPs influence dimensions of employee well-

being. So, there is a need to adopt an analytic view 

of this relationship. Job satisfaction and work 

engagement mediated this relationship. There is an 

influence of high-performance work systems on 

employee subjective well-being and job burnout. It 

has explored the effects of high-performance work 

systems (HPWS) on work-related well-being. The 

high-involvement management and high-

performance work systems contribute to promoting 

employee well-being at the workplace.  

 Marco et al., 2022; 

Sven et al., 2022; 

Di et al., 2014; 

Mingqiong et al., 

2013; Stephen & 

Lilian, 2011.  

HR and line 

management 

practices 

and well-

being (26 

articles) 

 CEOs‟ inclusive leadership is associated with 

employee well-being. Department managers‟ 

inclusive leadership mediated this relationship. 

HRM should improve remote workers' well-being 

during COVID-19. The implications of mental 

illness disclosure for HRM. A tension-centered 

approach analyzes the relationships between CEOs, 

leaders, and managing mental health. Exploring 

mental illness in the workplace through the role of 

HR professionals. Supervisors‟ support, control 

over work methods, and employee well-being. The 

line manager can support enhancing worker well-

being. The mediating role of employees' well-being 

in the relationship between structural 

empowerment and organizational performance. A 

multidisciplinary perspective analyzes resilience, 

well-being, and HRM. Supportive HR practices 

contributed to international business travelers' 

psychological well-being. Well-being and HRM in 

the changing workplace. Leaders' negative 

emotions and leadership styles influence 

subordinates' well-being.  

 Man et al., 2022; Eva 

et al., 2022; Rina & 

Andrew, 2021; Sarah 

et al., 2021; Erin et 

al., 2021; Sophie et 

al., 2021; Senia et 

al., 2021; Mark et al., 

2021; Meng-Long et 

al., 2020; Beatriz et 

al., 2020; Yipeng et 

al, 2019; France et 

al., 2019; Rebecca et 

al., 2018; Liisa & 

Ulla, 2018; Tina & 

Wendy, 2017; Alina, 

2017; Rhokeun & 

Soo, 2017; Monica 

& Noeleen, 2017; 

Julia & Stephan, 

2016; Susanne, 

2015; Fiona et al., 

2015; Yvonne et al., 

2014; Catherine et 

al., 2013; Mosad & 

Anders, 2012; 

Michal & Peter, 

2011. 
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Work 

adjustment,  

work-life 

balance 

programs 

and well-

being (18 

articles) 

 The work-life balance and autonomy contributed to 

employee well-being. Work-nonwork supports are 

associated with employee well-being.  The work-

nonwork conflict mediated this relationship. Job 

demands-resources and well-being have been 

addressed from a gender perspective. Job crafting 

always leads to employee well-being and 

performance. The paradox of employee 

psychological well-being practices. Psychological 

contract patterns and their relationships to 

employee well-being and in-role performance at 

work. Happy workers value effort and sad workers 

value reward. How individual coping strategies 

influence organizational work-life balance 

programs on employee well-being. Work 

experiences, work adjustment, and psychological 

well-being of expatriate employees. 

 Onur & Stan, 2021; 

Stephen et al., 

2020; Bao et al., 

2022; Philipp & 

Matthias, 2022; 

Qihai et al., 2019; 

Mark et al., 2019; 

Mervi et al., 2018; 

Susanne & Maike, 

2018; Thomas & 

Katherine, 2017; 

Jen-Shou & Ha, 

2017; Dora et al., 

2017; Connie et al., 

2016; Malcolm & 

Victor, 2014; Lisa, 

2014; Ingrid et al., 

2011; Nele et al., 

2011; Samuel & 

Raymond, 1996. 

 

Ability-enhancing high-performance work practices (HPWPs) and well-being 

Ability-enhancing HPWPs could protect individuals‟ mental and physiological 

energy resource reservoirs and they also can nurture network ties, which would lead 

to a positive relationship between HPWSs and health, happiness, relational well-

being, and employee well-being (Marco et al., 2022). Job satisfaction and 

engagement fully mediated the relationships between HPWPs and health status and 

partially mediated the negative relationships between HPWPs and sleep quality (Sven 

et al., 2022). Employees' organizational-based self-esteem (OBSE) also moderates to 

what extent HPWSs are related to employee subjective well-being (SWB) (Di et al., 

2014). The dimensions of work-related well-being are affected by HPWSs, which 

may lead to work engagement (Mingqiong et al., 2013). Enriched jobs that provide 

support to employee voice are correlated to employee job satisfaction. However, the 

results for high involvement management practices do increase anxiety, which 

reduces employee job satisfaction (Stephen & Lilian, 2011). 

 

HRM practices and well-being 

The self-goal setting, self-efficacy, home-office experience, and so on have been 

improved by the HRM work systems during COVID-19. However, remote workers' 

well-being and engagement decreased at the beginning of the pandemic (Eva et al., 

2022). HRM practices are associated with mental health conditions. Several drivers, 

such as organizational or individual awareness, and the availability of organizational 

resources, lead to these HRM practices (Sarah et al., 2021). Some theoretical 

perspectives, such as tension-centered theory, ethical HRM theory, and diversity 
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theory, are used while analyzing empirical data regarding how HRM practices could 

contribute to employee well-being (Sophie et al., 2021). Organizations should 

emphasize international business travelers‟ HR work practices that would ensure high 

safety at their working life (Liisa & Ulla, 2018). In a study of why non-profit 

employees unintendedly perceive HRM practices as failure to bring intended effects, 

the author uses the process-based view of HRM (Alina, 2017). A study focuses on 

how contemporary human resource professionals‟ core function could contribute to 

enhance employee well-being (Tina & Wendy, 2017). The relationship between 

HRM and well-being has been tested with optimism (Monique & Kerstin, 2017). The 

link between HRM practice and organizational systems has contributed to the 

mutuality in employment relationships (Fiona et al., 2015).  

 

Leadership and well-being 

The organizational structure produces a substantial relationship between CEOs' 

inclusive leadership and department managers' inclusive leadership (Man et al., 

2022). The tension-centered approach contributes to promoting workplace cultures 

supportive of employee assistance programs (Erin et al., 2021). The transformational 

leadership (TFL) approach fits the requirements of people with disabilities (Julia & 

Stephan, 2016). Leadership styles such as transformational, transactional, and laissez-

faire, and the overall psychological health of followers are associated with the 

promotion of employee well-being, in which some contextual factors might intervene 

(Mosad & Anders, 2012).  

 

Line management supports and well-being 

It is theorized that line managers‟ support could enhance workers‟ well-being from a 

structural equation modeling perspective (Meng-Long et al., 2020). Among several 

studies, a recent study argues that if managers‟ mental health is supported by 

subordinates at work, then there will be the development of managers‟ behavior that 

ultimately impacts the enhancement of subordinates‟ mental health at the workplace 

(France et al., 2019). A recent study uses self-determination theory to analyze data 

about how job autonomy is associated with mental health and how a perceived 

supervisor would mediate the relationship between job autonomy and mental health 

(Rhokeun & Soo, 2017).  A recent research investigated about resilience and 

organizational behavior (Yipeng et al., 2019). Social and organizational supports are 

critical antecedents of the disclosure decision, which affects organizational outcomes 

and employment success (Rina & Andrew, 2021).  

 

How work-life balance programs contribute to promoting employee well-being  

The work-life balance programs cover the opportunity to enjoy more commuting 

time. However, employees who enjoy long commuting time are normally less 
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committed, which leads to less well-being among employees at the workplace. The 

fifth European Working Conditions Survey data argue about how autonomy would 

dominate the negative relationship between commuting time and well-being (Onur & 

Stan, 2021). Some work-life balance issues, such as a good time experience at work, 

a good time experience in private life, health-promoting leadership, a supportive 

home environment etc. would contribute to employee well-being (Madelaine et al., 

2017). A recent study analyzes how job control and supportive management would 

reduce work-to-nonwork conflict using the work-non-work theory, which leads to 

well-being and job satisfaction among employees at the workplace (Stephen et al., 

2020). The work-life conflict and consequently job stress would negatively impact 

health behavior, which produces symptoms such as digestive and cardiovascular 

health problems. Therefore, it is investigated through a survey of 1207 police officers 

how flexible working arrangements could increase employee job control, which 

indirectly affects well-being (Dora et al., 2017). Positive people at the workplace and 

their life coping strategies could achieve their working life well-being. However, 

monetary and non-monetary work-life balance provisions can indirectly impact to 

achieve better well-being (Connie et al., 2016). Supportive work-family 

environments can contribute to reducing work-family conflict, which could promote 

employee well-being. It is because that employees who reported more work-family 

conflict are less satisfied at work and in family life as well. (Lisa, 2014).  

 

Work adjustment issues, psychological contract, and their relationships to well-

being 

A recent study analyzed the empirical evidence regarding employability, which is 

associated with other factors than job satisfaction (Nele et al., 2011). In the study of 

how role conflict is related to work adjustment, it is argued that role discretion, co-

worker support, and work-method ambiguity could influence the outcome variable of 

work adjustment (Samuel & Raymond, 1996). There is an association between 

increased employee wellbeing and job crafting. However, prevention-oriented 

crafting has a significant impact on employee well-being (Philipp & Matthias, 2022). 

The empirical data was collected using the job demands-resources theoretical lens 

and then it is argued that shop floor employees in retail stores do face huge job 

demands with job stress, but enjoy low pay, which leads to high levels of employee 

turnover. (Qihai et al., 2019). 

 
Framework development 

Based on the thematic analysis of this review results, a  research framework has been 

designed for our study. This framework focuses on how the focal independent 

variable, ability-enhancing high-performance HRM practices,  does impact the 
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outcome variable,  promoting employee-well-being. The rival variable, leadership, 

and the intervening variable, organizational work-life balance programs would play 

roles as moderator and mediator respectively in the relationship between ability-

enhancing high-performance HRM practices and promoting employee well-being. 

This proposed research framework would test whether the moderator and mediator 

would dominate the focal dependent variable or not. The control variables, age of 

respondents and gender, may influence the outcome variable. In this way, the focal 

relationship would be tested and the model to be defined through regression analysis 

via SPSS. Figure 2 shows the proposed research framework in detail.  

 

 

Figure 2 Further research framework summarizing the reviewed research papers 

Thus, we propose a research framework that provides a road map for future research 

incorporating ability-enhancing high-performance HRM practices in the literature 

related to promoting employee well-being with practitioners' essential insights. 

 
Proposition Testing  

Therefore, we propose the following propositions that should empirically be tested in 

future research. 

Proposition 1: Ability-enhancing high-performance HRM practices will positively 

affect organizational work-life balance programs. 

Proposition 2: Ability-enhancing high-performance HRM practices will be positively 

related to promoting employee well-being. 
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Proposition 3: Organizational work-life balance programs will mediate the positive 

relationship between ability-enhancing high-performance HRM practices and 

promoting employee well-being. 

Proposition 4: Leadership styles will moderate the positive relationship between 

ability-enhancing high-performance HRM practices and promoting employee well-

being. 

 

Theoretical implications 

Our study's primary purpose was to review extant research on promoting employee 

well-being within HRM and line management settings to clarify the significant 

implications and challenges of promoting employee well-being at the workplace. 

This review study‟s results indicate the identification of 49 journal articles that 

provided us with an overview of the state-of-the-art on this topic. Past studies 

specified how ability-enhancing high-performance HRM practices influence 

promoting employee well-being are scarce. This is a new and emerging topic in 

HRM research development. Some critical theoretical implications should be pointed 

out, focusing on the focal relationship, what mediating and moderating factors could 

be rival explanations, and what control variables would impact the outcome variable 

of employees‟ well-being. 

First, the focal relationship addresses the relationship between ability-enhancing 

high-performance HRM practices and promoting employee well-being. More 

promotion of employee well-being at the workplace is needed in many organizations. 

The future study will focus on why employees get fewer well-being programs. 

Moreover, we want to study if any specific factors influence the promotion of 

employee well-being. In particular, ability-enhancing high-performance HRM work 

practices could be an influential factor i.e., the more ability will be enhanced through 

high-performance work activities, the positive well-being the employees will enjoy 

(that is a positive relationship).  

Second, however, other factors can influence employee well-being, especially 

whether some rival independent variables as moderators, such as leadership styles 

and intervening variables as mediators, such as organizational work-life balance 

programs, could be the influential factors. 

Third, we can also include control variables that could influence promoting employee 

well-being. However, we do not have any specific theoretical reasons other than they 

are usually essential to control as they often influence different outcomes, such as 

age, gender, origin, education, etc. In our case, we include the age of the respondents 

and sex (man or woman) as the control variables, as shown in Figure 2. 
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Exclusionary strategy to test the focal relationship in a multivariate regression  

First of all, for the exclusionary strategy as addressed by Carol (2011), we could 

design model 1, which includes only a focal relationship between ability-enhancing 

high-performance HRM practices and promoting employee well-being, model 2 that 

includes controls, such as age and gender, model 3 that includes rival independent 

variable or moderator that includes leadership styles.  

 

Inclusive strategy to test one intervening effect on one of the independent variables  

Secondly, for inclusive strategy, as Carol (2011) addressed, we could design model 4 

that includes one intervening variable, like organizational work-life balance 

programs, that could affect the focal independent variable, e.g., ability-enhancing 

high-performance HRM practices. This intervening variable could indirectly 

influence the outcome variable of the promotion of employee well-being.  

 

Managerial implications 

Promoting employee well-being is an interesting study topic in HRM research 

development. This systematic literature review has considerable practical worth. 

Organizational work-life balance programs and high-performance work practices 

would enhance employees' mental happiness, health, and working-life well-being and 

existing expertise and knowledge base. The managers are responsible for assisting 

employees in engaging more in activities in their working life. Our findings suggest 

that ability-enhancing high-performance HRM practices can boost the positive effects 

of promoting employee well-being if managers arrange organizational work-life 

balance programs. The practitioners should focus on the mutual development of high-

performance HRM work systems.   

 

Limitations and future research directions 

This review is not beyond some limitations. First, the study is limited to past 

literature only in one peer-reviewed scientific journal: IJHRM. Thus, future work 

should be complemented by various sources of research, classifying the extant body 

of work. Second, the data identification formula, which is known as the keyword 

formula, might have prevented articles from relevant sources. 

This review study identified research gaps by presenting a summary of 49 articles 

(n=49) within three broad research themes as stated below: 

Ability-enhancing high-performance work practices and well-being (n=5) 

 High-performance work practices and well-being (n=2) 

 High-performance work systems and well-being (n=2) 

 High involvement management and well-being (n=1) 



Incorporating Research about How Employee Well-being is Progressively Promoted 53 

HR and line management support and well-being (n=26) 

 Leadership and well-being (n=4) 

 HRM practices and well-being (n=10) 

 Line management practices and well-being (n=12) 

Work adjustment and well-being (n=18) 

 Work-life balance programs and well-being (n=5)  

 Psychological contract, work adjustment issues, and their relationships to 

well-being (n=13) 

Effects of high-performance HRM practices, leadership, and work-life balance 

programs on the promotion of employee well-being (n=0) 

Therefore, past studies focus on HR professionals' roles and line managers' support in 

enhancing employee well-being. They also focus on psychological contract, 

workplace issues, and their relationships to well-being. Traditional male-dominated 

private sector firms and quantitative empirical studies using questionnaire surveys are 

covered. However, traditional female-dominated and ability-enhancing high-

involvement work practices-oriented public sector organizations, such as health care, 

teaching and research, and mixed method research (survey and interviews combined), 

still need to be included. More research where how ability-enhancing high-

performance HRM practices, leadership, and work-life balance programs are related 

to promoting employee well-being and how they fuel employees‟ well-being are 

studied is needed.  

Therefore, this study will inspire future research regarding how differences in the 

promotion of employee well-being can be explained. In line with this research 

purpose, future researchers would investigate the following questions: RQ1. To what 

extent do ability-enhancing high-performance HRM practices influence the 

promotion of employee well-being? RQ2. To what extent do organizational work-life 

balance programs mediate the relationship between ability-enhancing high-

performance HRM practices and promoting employee well-being, and how do 

leadership styles moderate this relationship? RQ3. How do employers and employees 

experience how factors, such as ability-enhancing high-performance HRM practices, 

leadership styles, and work-life balance programs, contribute to promoting 

employees‟ well-being? 

 

Conclusion 

The purpose of this review study was to explore what contributes to promoting 

employee well-being. We searched for past studies in the Scopus-indexed scientific 

journal within the HRM field. After visiting the websites of around 15 journals 
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related to the HRM area,  finally, we selected International Journal of Human 

Resource Management (IJHRM) to clarify the novelty of employee well-being for 

HRM research development. Among around 3000 articles, the selection process led 

to identifying 49 articles, which are relevant to our study topic. Although not 

comprehensive, this review study shed light on the impact of ability-enhancing high-

performance HRM practices on promoting employee well-being. Accordingly, we 

presented a conceptual research framework that should be justified by future research 

endeavors, which will have implications for academicians and practitioners of the 

field from an international HRM perspective. In our study, our theoretical 

contributions will advance the researchers, scholars, HR managers, HR policymakers, 

and students doing research, which is comprehensive and authenticated in practice. 
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Abstract 

This Study aims to identify the factors that influence the employability of Bangladeshi 

business graduates from public universities. The researcher meticulously selected six such 

employable factors. These six variables, academic performance, technical skills, 

communication skills, personality, leadership and motivational skills, and teamwork and 

problem-solving skills, were viewed as independent variables, while the employability of 

graduates was viewed as the dependent variable. The researcher has used 220 respondents for 

the study. The researcher has selected the students having graduation and post-graduation 

degree from different public universities of Bangladesh, staying in the Dhaka and is currently 

seeking jobs in different organizations as the sample area. SPSS has been used to complete the 

analysis and relevant interpretation. Regression analysis has been done to test the hypothesis. 

A series of tests have been conducted before hand to authenticate the appropriateness of using 

regression analysis.  SPSS was utilized to conclude the analysis and interpretation. To verify 

the hypothesis, multiple regression has been conducted. Before utilizing regression analysis, a 

series of experiments has been conducted to validate its suitability. Upon conducting a 

comprehensive statistical analysis, it has been ascertained that the employability of 

Bangladeshi business graduates is significantly and positively influenced by various factors. 

These factors encompass academic performance, technical skills, communication skills, 

personality traits, leadership and motivational abilities, as well as teamwork and problem-

solving proficiencies. Based on the findings, this study can assist researcher in conducting 

additional Study into the employability factors. This exploratory study will assist recent 

graduates in developing the necessary employability skills, while also assisting employers in 

recruiting candidates with the necessary skills and performance. 

 

Key Words: Graduates Attributes, Graduates Employability, Business Graduates. 

 

Introduction 

Higher education aims to generate entrepreneurs who can find jobs and use their 

passion and creativity to benefit their companies, society, and the nation. It is 

unrealistic to expect all graduates to start businesses. Thus, most graduates in a given 

nation will actively seek entry-level jobs that match their abilities, expertise, and past 

achievements. Teichler (2009) notes that governments and international rankings 

often base higher education worth on graduate employment rates. Students typically 
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consider post-graduation career prospects while choosing a college or university. 

University graduates are more confident and enthusiastic about their careers. Many 

countries, especially developing ones like Bangladesh, struggle to find jobs for 

university graduates (Asonitou, 2015). To overcome these issues, one must 

understand graduate capabilities and their challenges (Abbasi et al., 2018; Ayoubi et 

al., 2017). The skills graduates have and the skills businesses want differ greatly. 

This mismatch raises worries about students' workforce readiness (World Economic 

Forum, 2014). Emerging economies like Bangladesh must maximise worker potential 

to prosper. All stakeholders, including graduate students, must complete their roles 

for this to happen. According to the World Bank (2018), graduates' poor skills and 

employment issues may slow Bangladesh's social and economic growth.  

Employability skills are very important for job seekers to have so that organisations 

can run smoothly and do their work well. That aren't enough jobs in Bangladesh right 

now, and the ones that are difficult and very competitive to get. Many recent business 

school graduates struggle to find employment because they lack necessary soft skills 

in areas like communication, English language proficiency and literacy, information 

and technology, interpersonal relations, leadership, problem solving, adaptability, 

risk taking, etc. According to Stewart and Knowles (2000), the primary objective of 

business students is to develop marketable abilities in addition to mastering a specific 

field of study. Therefore, graduates of business programmes should work to increase 

their employability by developing relevant skills. According to (Singh and Singh, 

2008), employability skills are the fundamental abilities necessary to find work, 

retain it, and advance in one's career. Most business graduates don't get the jobs they 

want or have an impact on the organisations they could because they don't have the 

skills employers want. This is a problem for both companies and job seekers. 

Graduates who are leaving school aren't proactive enough to find out exactly what 

possible companies want because they can't keep in touch with the business world. 

Lack of employability skills is also caused by a lack of professional, practical, and 

need-based schooling. Companies also want business graduates to have good 

practical skills and soft skills like innovation and imagination, an entrepreneurial 

attitude, the ability to lead, and the ability to think critically. This will make it easier 

for them to get jobs after they finish. Many experts looked into this problem very 

carefully to try to figure out why our education system is so bad. Based on this, this 

study was done to look into some of the most important skills that our business grads 

don't have and to offer ways to fix those weaknesses. 

So, this Study used the views of students, HR managers, companies, and graduates to 

look into the problems that public university business graduates in Bangladesh have 

getting jobs. The unemployment rate for public university business graduates‘ has 

been high (World Bank, 2018), so these public universities situated at Dhaka are a 

great setting for this Study. The purpose of this preliminary study was to identify the 
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essential factors contributing to the employability of business graduates from public 

universities in Bangladesh. Upon conducting an extensive review of the existing 

literature, the author identified six factors that could potentially be employed for 

further investigation. Subsequently, a comprehensive exploratory factor analysis was 

performed. Subsequently, the researcher endeavoured to establish a correlation 

between said factors and the overarching concept of graduate employability (GE). 

The Researcher has used the thoughts of Bangladeshi employers from a wide range 

of businesses to help readers and students understand why the results are what they 

are. The study also adds to the body of knowledge by looking at graduate 

unemployment in South Asia, which is a very important problem to solve. 

 
Problem Statement  

People think of graduates as the smartest people in a country. Because they are, they 

tend to learn more and have more experience than the average person. As they know 

a lot of different things. A nation can progress more quickly if it has a large trained 

workforce. A nation can easily expand in a healthy manner. Because graduates' 

employability is greatly impacted by the nation's progress. University graduates hold 

the majority of high-level positions in both the public and private sectors worldwide, 

and they significantly contribute to the development of their nations. As well, there is 

a big difference between what grads know and how well they can do their jobs.  

Bangladesh's government and officials are becoming more worried about how easily 

graduates can find jobs and how many people are working in the country as a whole. 

Employers still don't think that Bangladesh's job market can produce enough trained 

workers to meet their needs. The question of being able to get a job should be the top 

concern for everyone who has a stake in the situation. Some students who are 

fortunate enough to have a job might prefer to accept a part-time or overqualified 

position in either scenario. In this situation, your employability and amount of work 

experience would play a major role in landing a decent job. In Bangladesh, there is 

still a difference between the number of unemployed and underemployed people. The 

percentage of graduates in Bangladesh who are employed differs significantly from 

the overall number of graduates. It indicates that a large number of recent graduates 

are either underemployed or unemployed. For a nation that is still developing like 

Bangladesh, it is a critical issue. There haven't been enough studies done to look into 

this important problem in Bangladesh. The goal of this study was to bring attention to 

the following questions: How many chances and problems do public university 

business graduates face when it comes to getting a job? What do graduates think 

about their employability? 
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Objectives of the Study 

The objective of this study is to analyse the challenges and opportunities of the 

employability of graduates. The specific objectives are: 

1. to present employment conditions of business graduates and their career 

prospects of  public university in Bangladesh; 

2. to find out the relationship between graduates attributes and employability of 

public university in Bangladesh; and 

3. to provide recommendation for enhancing job demand of business graduates 

public university in Bangladesh. 

 

Literature Review 

Previously, employment was identified with Western societies. It is increasingly 

essential for impoverished and emerging nations to survive. Rothwell et al. (2008) 

suggest looking at availability from two angles: the workforce as an HR strategy and 

the individual. Behle and Atfield (2013) found that companies and students see 

employability differently. Redmond (2010) states that students must understand "self-

perceived employability" to plan their career. Employability is a psychological notion 

that helps people navigate a quickly changing world. This study's contextual basis 

describes the topic and reviews relevant literature in the first section. The next part 

outlined the study's goals and hypotheses. The methodology section describes the 

study design and data analysis technology. Analysis was done on the given data. 

Final conclusions have been reached. 

In a separate study conducted by Pang et al. (2019), several key employability 

attributes were identified, including dynamism, professionalism, dependability, the 

ability to work effectively under pressure, effective communication skills, self-

assurance, and a growth-oriented mindset. The longitudinal study conducted in the 

United States over a span of 25 years by Wittekind et al. (2010) revealed that social 

skills, technology skills, and professionalism were identified as essential 

competencies for graduates. Furthermore, Pitan (2016) highlighted the importance of 

academic excellence, overall competencies, intrinsic drive, emotional intelligence, 

self-awareness, and adaptability. The World Bank (2018) underscored the 

significance of critical thinking, problem solving, leadership, and communication, 

work ethic, and collaboration abilities in a report. 

Based on a recent study carried out in Bangladesh, it has been determined that 

possessing a robust set of skills, including effective work capabilities, proficient 

interpersonal communication skills, study experience, fluency in a foreign language 

(specifically English), adept problem-solving and communication abilities, critical 

thinking skills, and self-confidence, is essential for attaining favourable employment 
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prospects (Chowdhury & Miah, 2019a, 2019b). According to Nusrat and Sultana 

(2019), their study drew upon data obtained from recruiters and Researchers. The 

findings of their Study indicate that possessing interpersonal skills, effective speaking 

abilities, and the capacity to perform well under pressure are all significant soft skills 

that contribute to securing favourable employment opportunities. The extant 

literature indicates that graduates in Bangladesh and other regions necessitate distinct 

skill sets in order to secure employment opportunities. The initial Study inquiry for 

this study focused on the identification of key issues, namely proficiency, lack of 

collaboration between industry and employers, and dynamism (Nguyen et al., 2018; 

Tran & Nguyen, 2018). According to a study conducted by Su and Zhang (2015) in 

China, the primary challenges that need to be addressed are the insufficient provision 

of high-quality education and the inadequate preparedness of individuals for the job 

market. 

 

Graduate Employability 

Graduate employability includes the skills and competencies graduates acquire to 

land good jobs and succeed professionally (Chen, 2017; Tomlinson, 2012). These 

abilities and competencies prepare graduates to satisfy employer needs and adapt to 

work market changes. This comprehensive compilation enumerates a range of 

proficiencies and competencies that can facilitate professional growth and 

advancement in one's career. The existing study, which commenced predominantly in 

the 1990s, can be categorised into two distinct groups. The initial perspective pertains 

to the attainment of professional achievements. The concept of employability 

encompasses a multitude of factors, encompassing both intrinsic and extrinsic 

elements. Internal factors encompass individual knowledge and competencies 

pertinent to the occupation, such as proficiency in professional and collaborative 

abilities. On the contrary, external factors encompass elements such as the condition 

of the labour market, including the levels of worker demand and supply (Tholen, 

2014). 

The examination of the second set of skills and abilities can be approached through 

the lens of personal capability. This perspective posits that an individual's 

employability as a graduate is contingent upon their own aptitude, consisting of 

competitive skills and abilities that facilitate job acquisition and professional 

advancement (Tholen, 2014). According to Finch et al. (2013), graduate employment 

encompasses a comprehensive range of skills that facilitate graduates in securing 

improved employment opportunities and progressing in their professional 

trajectories. However, the existing body of literature on this subject (Chen, 2017; 

Reid, 2016; Kalfa and Taksa, 2015) indicates that the acquisition of "soft skills" is 

crucial for graduates in securing employment and achieving success in their 

professional endeavours. Several factors have been identified by Researchers that can 
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influence the employment prospects of individuals who have completed their 

graduate studies. Weligamage and Siengthai (2003) examined employer expectations 

and new university graduates' skills. The study found seven crucial characteristics 

that organisations consider when hiring recent grads. This context includes computer 

science competency, general knowledge, personality traits, computer and information 

technology capabilities, verbal communication skills, practical experience, 

educational background, and degree. 

Paddi (2014) asserts that it is crucial for graduates who are in high demand to 

demonstrate competence in a range of domains, such as collaborative work, effective 

communication, analytical and critical thinking abilities, and proficiency in 

information technology. Liyanage et al. (2016) assert that employers attach 

considerable importance to a range of factors when evaluating the suitability of 

graduates for employment. The factors encompassed in this set include a grounded 

understanding of subject matter, adeptness in logical reasoning, a strong commitment 

to tasks, effective communication and information technology proficiencies, 

competent management abilities, and a constructive mindset. In 2016, Ambepitiya 

explored the elements that prepare graduates for the workforce. The study took place 

at two Sri Lankan management colleges. The research found that academic 

knowledge, soft skills, practical skills, and technical abilities were important. 

Jayasingha and Suraweera (2020) found that academic knowledge is important, but it 

does not alone influence graduates' job prospects. 

This study, however, investigated six pre-established factors that contribute to the 

employability of graduates within the job market of Bangladesh. The six factors 

being examined encompass academic performance, technical skills, communication 

skills, personality, leadership and motivational skills, and team work and problem 

solving skills. 

 

Academic performance and overall graduate employability 

GPA or CGPA is used to evaluate academic performance. Academic accomplishment 

is measured by active participation in class discussions, timely assignment 

submission, oral communication skills, and exam performance. Many academic 

studies have found a positive association between Advanced Placement course 

involvement and academic success. Pinto and Ramalheira (2017) used a between-

subjects factorial design to examine how Advanced Placement courses and 

extracurricular activities affect business graduates' employment. The study included 

349 Portuguese working people.The Researchers have found that the incorporation of 

Advanced Placement courses, as assessed by Grade Point Average (GPA), is a 

significant determinant in augmenting the employability of individuals who have 

attained business-related degrees. The combination of Grade Point Average (GPA) 
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and Extracurricular Activities effectively enhances the employability of business 

graduates through a synergistic effect. The findings of a study conducted by Helena 

and Kena (2019) closely correspond with the present study, suggesting a positive 

relationship between the concurrent enrollment in Advanced Placement courses and 

involvement in extracurricular activities, and the development of enhanced job 

suitability and employability skills among Chinese graduates. According to the 

research conducted by Fenta et al. (2019), there is a notable correlation between the 

initial employability of graduates and many factors such as their cumulative grade 

point average (CGPA), desired field of study, and previous internship experience. 

 

Technical skills and overall graduate employability 

Technical skill is the ability to learn and use tools and methods like software, 

computers, and information technology. Due to how quickly IT and the Internet are 

being used, this set of skills is very important in the world we live in now. In 

addition, an employee is expected to know how to use different kinds of software, 

though the specific skills needed depend on the job. Mansour and Dean (2016) say 

that companies want workers with both hard skills and soft skills. Jayasingha and 

Suraweera (2020), who did a new study in Sri Lanka, found that TS like IT skills can 

have a small effect on overall graduates attributes and have not had a big effect on 

overall graduate‘s employability. Hossain et al. (2020), who did a recent study in 

Bangladesh, found that both soft skills and Technical skills are linked to 

employability in a good way, which is in line with what other studies have found. 

They said that there should be more people with technical skills, especially in 

Bangladesh, where there are a lot of jobs but not many skilled prospects. 

 

Personality and overall graduate employability 

Personality refers to a unique cognitive, affective, and behavioural pattern exhibited 

by an individual. Emotions, attitudes, and opinions are encompassed within this 

phenomenon, which is articulated during interpersonal interactions. The concept 

encompasses the distinctive behavioural characteristics, both innate and learned, that 

differentiate individuals from one another. These characteristics can be discerned by 

examining an individual's interactions with their surroundings and various social 

collectives. Potgieter and Coetzee (2013) conducted a scholarly inquiry that 

examined the employability traits and preferences related to professional experience 

(PE) among postgraduate business management scholars in South Africa.  The 

researchers between the preferences for physical education (PE) among the 

participants and their traits related to employability observed significant connections. 

Qureshi et al. (2016) conducted a study whereby they established a positive 

association between personal effectiveness (PE) and the probability of individuals 

exhibiting engagement and employability. The academic inquiry conducted by Neneh 
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(2019) aimed to examine the association between personal characteristics, assessment 

of the labour market, and an individual's subjective view of their employability in the 

setting of an uncertain economic environment. The findings of the research indicated 

a significant and substantial correlation between agreeableness, conscientiousness, 

and openness to experience and individuals' subjective evaluation of their 

employability. The present study has incorporated Physical Education (PE) as a 

variable that impacts the employability of persons with postgraduate qualifications, 

as supported by existing academic research. 

 

Communication skills and overall graduate employability 

The concept of commutation skill, often abbreviated as CS, pertains to the aptitude 

for effectively engaging in communication with others by proficiently transmitting 

and comprehending the intended significance. The task may be accomplished through 

direct interpersonal interaction, virtual means via the internet, or by utilising the 

postal system. The implementation of effective communication and interaction serves 

to mitigate the influence of perception bias, while concurrently minimising the 

expenditure of time and energy, thereby augmenting overall operational efficacy. In 

their seminal work, Rasul et al. (2013) undertook a comprehensive exploration into 

the multifaceted realm of graduate employability factors within the manufacturing 

industry. Their discerning analysis revealed that employers within this sector 

accorded significant weight to a range of critical attributes, including but not limited 

to computer science proficiency, adeptness in problem-solving, prowess in 

collaborative endeavours, and the cultivation of desirable personal qualities. The 

proponents contended that it is imperative for graduates to place a heightened 

emphasis on cultivating their leadership acumen, entrepreneurial aptitude, 

technological prowess, and informational acuity. In a separate investigation carried 

out by Shah and Srivastava (2014), an examination was undertaken to explore the 

various determinants that influence the employability aptitude of management 

scholars. The results of this study revealed that there are four distinct factors that 

significantly impact the employability skills demonstrated by graduates. These 

factors include analytical skills and self-awareness, general management and work 

environment, leadership and problem-solving proficiency, and communication 

prowess.  

A recent empirical investigation undertaken by Succi and Canovi (2020) across 

various European nations has discerned that the possession of soft skills, 

encompassing the domains of communication, interpersonal relations, and problem-

solving, significantly augments the prospects of gainful employment for students and 

graduates alike. 
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In contrast, Nazron et al. (2017) presented an opposing viewpoint by conducting a 

study that examined the relationship between the soft skills possessed by graduates 

and their job status among students at University Malaysia Sabah (UMS). The 

findings of the analysis indicate that there is no statistically significant relationship 

between the examined variables, which encompass knowledge, ICT skills, TS, 

problem-solving, CS, teamwork, leadership, professionalism, and ethics, and the job 

status of the graduates. Given the existence of differing viewpoints, the authors have 

integrated the incorporation of Computer Science (CS) as a factor that possesses the 

capacity to have a positive impact on the Overall Grade Equivalent (OGE) for 

graduates originating from Bangladesh. 

 

Leadership & motivational skills and overall graduate employability 

Leadership skills mean being able to lead a team or subordinate(s) well, while 

inspiring skills mean being able to get a team or working partners excited about their 

work and make them more productive. A good boss should always inspire and guide 

the people who work for him or her in a positive way. Rasul et al. (2013) looked into 

the factors that make graduates hireable in the industrial business. They found that 

graduates need to focus on leadership and motivational skills (LMS) as well as other 

skills. Rahman et al. (2016) found that college students have trouble getting jobs 

because they aren't very motivated, aren't creative, and don't have strong leading 

skills. Subbu and Rajasekaran (2018) did a thorough review of the literature on hiring 

skills in the Indian job market and said that LMS has a growing effect on OGE in 

many ways. 

 

Teamwork & problem-solving skills and overall graduate employability 

Teamwork is a manifestation of an individual's interpersonal aptitude, characterised 

by their ability to engage in effective communication within a team setting and fulfil 

their designated responsibilities as a collaborative team member. Conversely, 

problem-solving ability pertains to the adeptness in efficiently resolving a practical or 

simulated problem. The acquisition of teamwork and problem-solving skills (TPSS) 

is crucial for job candidates to demonstrate competence in various professional 

contexts. Multiple studies have substantiated the essentiality of possessing these two 

proficiencies for a graduate to secure a desired employment opportunity. According 

to the findings of Gowsalya and Kumar (2015), it was determined that the utilisation 

of TPSS can significantly enhance the likelihood of employment for individuals who 

have completed their graduate studies. 

 

Research Gap 

There are a lot of studies from the past that can be found in the literature. These 

studies give the basic theoretical account of the skills business graduates need to get 
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the job they want in the current job market. They also describe the current state of the 

job market for new graduates in Bangladesh. There haven't been many studies done 

on the skills of students with a post-graduate degree in business studies and how 

likely they are to get a job. This is the only thing a study paper is about. The goal of 

this study was to bring attention to the following questions: How many chances and 

problems do public university business graduates face when it comes to getting a job? 

What do graduates think about their employability?  

Theoretical model: This empirical investigation encompasses six distinct 

independent variables in conjunction with a solitary dependent variable. The 

conceptual framework has been visually depicted in the subsequent diagram. 

 

 
 

Hypothesis Development  

With a view of fulfilling the objectives, relevant hypothesis has been developed for 

this study:  

 H1: There is a significant relationship between graduates attributes and 

graduates employability.   

 H2: There is no relationship between graduates attributes and graduates 

employability.   

 

Present employment conditions of public university business graduates in 

Bangladesh 

The job market for recent university graduates, particularly those without work 

experience, remains highly competitive. Despite the impact of COVID-19 the 

number of graduates has increased, where job opportunities have not increased 

enough. There is a significant gap between academic institutions and the industry, as 

universities fail to adequately prepare students for the real-world challenges. Limited 

networking opportunities, lack of internal recruitment for undergraduates, and biased 

teachers create hinder students' chances of finding employment. Additionally, 
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societal pressures and conservative family backgrounds create additional obstacles, 

especially for female students. Academic institutions have the primary responsibility 

to bridge this gap by introducing supplementary activities and dedicated departments 

focused on career services, student affairs, and psychosocial support. Some 

universities are taking steps to reduce this gap by inviting corporate leaders to share 

their experiences with students. Arts education is also valued for its ability to 

diversify knowledge and skill sets. However, despite these efforts, many students still 

express concerns about unemployment and the scarcity of job opportunities. Students 

are encouraged to gain practical experience through internships and extracurricular 

activities to enhance their employability and develop interpersonal skills.  

Finding a job for university graduates in Bangladesh is tough because many of them 

are unemployed, and there aren't enough skilled applicants for the available positions. 

A study by the World Bank showed that more than one-third of graduates remain 

jobless for one to two years after finishing their studies. Employers often find that 

graduates lack the necessary skills for professional jobs, which leads to a shortage of 

qualified candidates. This skill gap can be attributed to a mismatch between what 

academic institutions teach and what the job market demands. Both academic 

institutions and the private sector share the responsibility of bridging this gap. 

Academic institutions should update their curriculum and use effective methods to 

improve graduates' skills. Collaboration between industries and academia is essential 

to ensure a competent workforce. The government and private sector should work 

together to enhance the skills of graduates and address the issue of skill mismatch. 

There is a lack of collaboration between academic institutions and the industry in 

Bangladesh. Only a small percentage of employers and departments work together. 

Collaboration mainly focuses on reviewing curriculum, arranging internships, 

visiting workplaces, building networks, and recruiting employees. However, there is 

little investment from the private sector in capacity building and academic Study. 

Initiatives to enhance the skills of young employees are rare, and experienced 

candidates are often prioritized, leading to a gap in skills. Graduates' employability is 

influenced by intergenerational inequality, where parents' education level affects their 

chances of getting employed. Additionally, graduates' preference for government 

jobs and opportunities abroad adds to the challenges in the local job market. The high 

number of new graduates each year worsens the unemployment problem. Graduates 

from the different Public Universities face particularly difficult job prospects and a 

lack of quality graduates. Policymakers and private sector stakeholders must address 

these issues and improve collaboration between academia and industry to support a 

skilled workforce. 
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The job prospects for graduates from national universities in Bangladesh's job market 

are not good. Both academics and private sector employers have noticed a lack of 

quality graduates. According to a survey, most unemployed graduates are from 

departments other than business administration, suggesting that there is a mismatch 

between the skills taught in universities and what employers are looking for. This 

problem of educated people being unemployed can lead to social issues like crime 

and conflict. The high level of unemployment is caused by factors such as a lack of 

quality education, limited job opportunities, and a preference for government jobs. 

To fill the gap, private sector employers often hire skilled workers from other 

countries, which results in spending a lot of foreign exchange. Universities also need 

to invest more in Study activities to address the problem. Policymakers should focus 

on vocational or technical education, collaborate with the private sector for Study and 

development, and encourage employees to make the most of their skills. Students and 

parents should also consider the demand for different academic disciplines. The study 

shows that business graduates, in particular, prefer government jobs because of 

factors like authority, job security, and social recognition. Teaching is another 

popular career choice, especially for female students, due to social recognition and 

the chance for personal growth. The desire to work with young people and make a 

positive impact on society is common motivations for choosing a teaching career. 

Policymakers need to tackle these issues and align educational programs with the 

needs of the job market to improve employment opportunities for graduates in 

Bangladesh. 

 

Methodology  

Study Design  

This study was conducted with the sole purpose of analysing the study questions in 

order to determine the outcomes indicated by the study objective within the specific 

context of Bangladesh. This study utilised both quantitative and qualitative data in 

order to obtain its findings. 

 

Determination of Sampling Size 

The author used Cochran's advice from 1963 to figure out the sample size: "When 

there is a large population but the variation in the proportion is unknown, then at the 

5%, 7%, and 10% precision levels, the sample size should be at least 400, 204, or 

100." Here, the Researcher thought about a precise level of 7% and used 220 samples 

(though at least 204 were recommended) for the study. As a sample group, the 

Researcher chose students with bachelor's and master's degrees from different public 

universities in Bangladesh who live in Dhaka and are now looking for work  and 

working in different places as the sample area.  
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Collection of Data 

For this exploratory study, primary data were collected because secondary data can't 

be used to measure on a numeric scale. A well-structured questionnaire and 

interviews were used to get first-hand information from certain groups. The survey 

was made up of three parts: Part-A had some questions about the person's 

background, Part-B had questions about the person's qualities, and Part-C have 

questions about the person's ability to get a job. Participants were requested to 

evaluate every item using a 5-point Likert scale, where a rating of 5 indicated 

"strongly agree" and a rating of 1 indicated "strongly disagree." The variables have 

been reported using a 5-point Likert scale, ranging from 1 (strongly disagree) to 5 

(strongly agree). At first, 250 questionnaires were sent to employers, HR 

professionals in different job fields in Bangladesh, and current students at different 

public universities in Bangladesh. After that, the authors got 230 surveys, of which 

10 were found to be either missing, biased, or answered in an odd way, so they were 

thrown out. Lastly, 220 was the number of accurate data (n) used in this study. 

Subsequently, the collected data have been subjected to rigorous analysis employing 

descriptive statistics, alongside a ranking methodology predicated on the proportion 

of respondents. The usage of the Statistical Package for Social Science (SPSS) is 

employed for the purpose of conducting a comprehensive analysis and subsequent 

interpretation of pertinent data. A comprehensive examination utilising regression 

analysis has been undertaken in order to evaluate the proposed hypothesis. Prior to 

employing regression analysis, a battery of tests has administered to ascertain the 

suitability and validity of its application. 

 

Variables and Measures 

The researcher employed self-developed questions and traditional procedures to 

measure the variables under investigation. A comprehensive set of 45 questions was 

utilised to evaluate two distinct factors, whereby 34 questions were specifically 

designed to gauge the qualities of graduates, while the remaining 11 questions were 

committed to assessing their employability. To develop a thorough questionnaire for 

the independent variables, we have consolidated many sub-variables related to the 

features of graduates. The sub-variables in question comprise several aspects related 

to academic success, technical proficiency, effective communication, leadership and 

motivation, collaborative cooperation and problem-solving abilities, as well as 

individual personality qualities.  In addition to the employability of graduates, which 

is considered the dependent variable in this study, additional aspects are also being 

taken into account. The study has included control factors like age, gender, present 

employment status, positions applied for, and number of interviews attended by the 

participants. These variables are crucial in comprehending the aspects that affect 

employability.  
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The statistical model elucidated the complex mathematical correlation between the 

independent variable, which encompasses the diverse traits held by graduates, and the 

dependent variable, which corresponds to the level of employability demonstrated by 

these graduates. The use of the model demonstrated its benefits in the field of study, 

as it enhanced the researcher's capacity to estimate the coefficients of the independent 

variables and create a cause-and-effect connection between the characteristics held 

by graduates and their later job prospects. 

Here,  Y = β0 + β1X1+ e  

Where Y is the dependent variable (graduates employability), X1: graduates‘ 

attributes, β1: is the coefficients of the independent variable, β0: intercept term, and 

e: Error term. 
 

Data Analysis and Findings 

Respondent’s Biography  

Age, gender, current education status, university name, job applied for and 

interview(s) attended are included among the demographic characteristics. There 

were 147 male respondents (66.81 percent) compared to 73 female respondents 

(33.19 percent).  From the respondents 53 (24.1%) persons were between the age of 

18- 20, 87 (39.6%) respondents were at the age of 21-25 where rest of the 80 (36.3%) 

respondents were between the age of 25-above. Whenever the question was asked to 

the respondents about their current education study level 40 students were first, 

second or third year undergraduate student, 54 students answered that they were final 

year undergraduate student, 39 students responded that they  were postgraduate 

student, moreover this 41 respondents were full time employee who are currently 

working at different private and government organizations at Dhaka city, 9 

respondents said that they were doing part time jobs, 6 respondents said that they 

were about to join at their appointed jobs where rest of the 31 respondents were 

unemployed and looking for a new job. The bulk of the respondents (42, or 19.1%) 

were from a Dhaka University, while 89 (40.5%) were from Jagannath University, 31 

respondents were from Jahangirnagar University and rest of the 58 (26.3%) 

respondents were from  different public universities who are currently working at 

Dhaka city area. Among the respondents 48 respondents has never applied for any 

jobs, 43 respondents answered that they had applied for 1-5 jobs, 37 respondents said 

that they had applied for 6-10 job till the survey conducted time, 44 respondents from 

the total number of respondents answered that they had applied for 11-15 jobs, 

moreover from the rest of the respondents 26 respondents said that they had applied 

on 15-20 jobs and the other 22 respondents said that they had applied for more than 

20 jobs in different private and government organizations. In this survey, the 

respondents' response in the question of in how many interview(s) they had attended, 

26.8% answered that they attended no interviews, 18.2% said that they had attended 

1-5 interviews in different organizations, 20.4% answered that they attended 6-10 

number of interviews, 23.6% respondents said that they attended 11-15 number of 

interviews and rest of the and 11% said they attended 15-20 and more interviews.  
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Table:1 Respondent’s Biography 
 

 

Demographic variables 

 Percentage 

(N =220) 

 

Age 

18- 20 24.1 

21-25 39.5 

25-above 36.3 

Gender Male 66.81 

Female 33.19 

Other -- 

 

 

 

Current Education 

Status 

First, second or third year 

undergraduate student 

18.1 

Final year undergraduate student 24.5 

Postgraduate student 17.7 

Full time employed 18.6 

Part-time employed 4.1 

About to start working 2.8 

Unemployed and looking for a job 14.1 

 

 

University Name 

Dhaka University 19.1 

Jagannath University 40.5 

Jahangirnagar University 14.1 

Others 26.3 

Jobs applied None 21.8 

1-5 19.5 

6-10 16.8 

11-15 20.0 

15-20 11.8 

More than 20 10.1 

 

Interview(s) Attended 

None 26.8 

1-5 18.2 

6-10 20.4 

11-15 23.6 

15-20 10.9 

Source: Field Survey 
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Table:2 Basic Information Regarding Factors affecting the employability 
 

Questions Response Percentage 

(N =220) 

Do you think the knowledge and skills you 

gained at university prepare you for 

professional work life? 

Yes 27.3 

No 72.7 

Do you think your university has been/was 

providing effective career guidance (Career 

talks, work experience…etc)? 

Yes 39.6 

No 60.4 

 

 

 

 

 

What approach do you use in seeking 

employment? 

Send CV to 

companies 

32.3 

Attend Job Fairs/ 

Career Days 

7.5 

Talk to Career 

Service at my 

school/university 

to see my 

opportunities 

11.4 

Use my personal 

network 

37.6 

other 11.2 

 

 

 

 

 

What are the Hard/Soft skills you feel you 

need support with? 

Career 

identification and 

planning 

 

16.4 

Communication 

skills 

14.1 

Decision-making 

skills 

8.2 

Presentation skills 23.5 

Team-working 

skills 

10.3 

Computer skills 21.4 

Contacts with 

employers 

6.1 

Source: Field Survey 
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The table indicates that only 60 (27.3%) of the respondents thought that the 

knowledge and skills they gained at university prepare themselves for professional 

work life and the other 160 (72.7%) of the respondents thought that the knowledge 

and skills they gained at university prepare themselves for professional work life. 

Whenever the question was asked in the questionnaire that whether they thought that 

their university has been/was providing effective career guidance (Career talks, work 

experience…etc), 87 respondents said that yes and rest of the 133 respondents said 

no. In the question of What approach they  use in seeking employment, 32.3% (71) 

respondents said they send CV to companies, 7.5 % (8) said they attended job 

fairs/career days, 11.4% answered that they usually talk to career service at my 

school/university to see my opportunities, moreover this 37.6% (83) said that they 

use their personal network and rest of the other 11.2% (24) said they usually used 

other ways. Among the respondents in this survey conducted at different public 

universities at Dhaka 36 (16.4%) respondents thought that career identification and 

planning skills helped themselves, 31 (16.4%) of the total respondents said that 

communication skills help to find a good job, 18 (8.2%) respondents give their 

opinion on decision making skills, 52 (23.5%) respondents said presentation skills, 

23 (10.3%) said team solving skills and 47(21.4%) respondents said computer skills 

and rest of the 13 (6.1%) respondents said that contacts with employers  they feel 

they need support with. 

 

Table-3.Descriptive statistics for independent variables 
 

Independent Variable Mean Std. Deviation 

Academic performance 3.71 0.65  

Technical skill 4.43 0.56 

Communication Skills 4.44 0.62 

Leadership & motivational skills 4.12 0.71 

Teamwork & problem-solving skills 4.78 0.83 

Personality 4.21 0.47 

Source: Field Survey 

 

The primary factors that contribute to graduates attributes are displayed in the above 

table. Academic performance, technical skill, communication skills, leadership & 

motivational skills, teamwork & problem-solving skills and personality are linked 

with employees‘ employability. The mean and standard deviation of the relative 

graduates‘ attributes/skills factors are displayed in the above table. In order to 

increase their employability the following are the most crucial aspects: Academic 
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performance (3.71), technical skill (4.43), communication skills (4.44), leadership & 

motivational skills (4.12), teamwork & problem-solving skills (4.78) and personality 

(4.21). 

 

Table 4. Descriptive Statistics for Dependent and independent Variables 
 

 N Mean Std. Deviation 

Graduates‘ Attributes 220 4.28 0.704 

Graduates‘ Employability 220 3.91 0.694 

Valid N (List wise) 220   

 

The presented descriptive statistics demonstrate that the mean values across all 

variables surpass 3.0, with the highest recorded value reaching 5.0. This indicates an 

average value of nearly 4.0. Furthermore, the standard deviation ranges from ± 0.694 

to 0.704. 

 

Table 5. Alpha Coefficient of Reliability on Variables 
 

Reliability Statistics 

 

Cronbach's 

Alpha 

Cronbach's Alpha Based on 

Standardized Items 

N of Items 

Graduates‘ Attributes 0.776 0.774 34 

Graduates‘ 

Employability 0.745 0.746 

11 

Valid N (List wise) 220   

 

As illustrated in Table 5, the Cronbach's alpha coefficients for all variables range 

from 0.745 to 0.776, surpassing the minimum acceptable threshold of 0.70. 

According to Pallant (2007) and Pal (insert year), Kothari (2004) suggests that the 

assessment of validity can be conducted through the utilisation of expert opinion and 

informed judgement. The Study utilised Cronbach Alpha, a statistical measure 

commonly employed to assess internal consistency. The Cronbach Alpha coefficient 

exceeds the threshold of 0.7 for each of the independent factors. The variable of 

interest, graduates' attributes, exhibits the highest Cronbach's alpha coefficient of 

0.776, while graduates' employability follows closely with a Cronbach's alpha of 

0.745. All of the aforementioned variables possess a value exceeding 0.70, thereby 

meeting the criteria of being deemed satisfactory. The findings indicate that all of the 

variables demonstrate a high level of reliability in the context of data collection.  



Factors Affecting the Employability of Public University Graduates 77 

Table 6. Correlation of the Variables 
 

Correlations 

 
Graduates‘ 

Attributes 

Graduates‘ 

Employability 

Graduates‘ Attributes Pearson 

Correlation 

1 .612
**

 

Sig. (2-tailed)  .000 

N 220 220 

Graduates‘ 

Employability 

Pearson 

Correlation 

.612
**

 1 

Sig. (2-tailed) .000  

N 220 220 

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

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

Graduates‘ Attributes, Dependent variable: Graduates‘ Employability.  

The use of Pearson's correlation coefficient is utilised in order to determine the 

strength and direction of the linear relationship between variables, especially the 

attributes of graduates and their employability. The findings of the correlation study 

demonstrate a statistically significant and positive association between Graduates' 

Attributes and Graduates' Employability. A statistically significant p-value of 0.000 

at a significance threshold of 1% indicates a notable positive association between 

Graduates' Attributes and Graduates' Employability. Hence, one may argue that there 

is a direct relationship between the qualities exhibited by those who have completed 

their education and their potential for securing employment opportunities. 

 

Model Summary 

Model R 

R 

Square 

Adjusted 

R 

Square 

Std. 

Error of 

the 

Estimate 

Change Statistics 

R 

Square 

Change 

F 

Change df1 df2 

Sig. F 

Change 

1 .612
a
 0.523 0.512 0.569 0.523 59.151 1 118 .000 

* Predictors: (Constant), Graduates‘ Attributes 
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Coefficients 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

95.0% Confidence 

Interval for B 

B 

Std. 

Error Beta 

Lower 

Bound 

Upper 

Bound 

1 (Constant) 2.005 0.229  8.737 .000 1.550 2.459 

Graduates‘ 

Attributes 

0.616 .076 0.612 7.691 .000 0.432 0.732 

* Dependent Variable: Graduates‘ Employability. 

 

Table7. Summary of Regression results of Graduates’ Attributes and 

Graduates’ Employability 
 

Independent 

variable 

Unstandardized 

coefficients (B) 

Standardized 

coefficients (Beta, β) 

Sig. 

 

(constant)  2.005  .000 

Graduates‘ 

Attributes 

.616 .612 .000 

R  .612a   

R square (R2)  0.523   

Adjusted R 

square  

0.512 

*   predictors: (constant), Graduates‘ Attributes 

** dependent variable, Graduates‘ Employability 

 

The utilisation of regression analysis was performed in order to investigate the 

correlation between the traits possessed by graduates and their level of employability. 

The regression analysis yielded a coefficient of determination (R^2) value of 0.523, 

as seen in Table 7. The coefficient of determination reveals that the R-squared value 

is 0.523. The use of standardised coefficients' Beta (β) value serves the purpose of 

indicating the variable that contributes to the dependent variable. The present study 

yielded results indicating a statistically significant positive relationship between 

Graduates' Attributes and Graduates' Employability (β = 0.612, p < 0.01). This 

suggests that the employability of business graduates from public colleges is 

positively impacted by their Graduates' Attributes. Therefore, the null hypothesis, 

which suggests a positive and substantial correlation between Graduates' Attributes 

and Graduates' Employability, is confirmed.    
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Assessment of the Hypothesis 

H01: There is a positive relationship between Graduates‘ Attributes and Graduates‘ 

Employability. 

So, H02: There is a positive relationship between Graduates‘ Attributes and 

Graduates‘ Employability is rejected.  

 

Limitations and further scope 

There are some problems with the study that need to be brought up. First of all, the 

Study was only done with people who had graduated from and currently studying at 

different public university in Bangladesh specially business graduates who are 

studying at Dhaka. Second, this Study was only able to look at a small number of 

skills from one country. A cross-cultural study or comparison analysis that looked at 

more factors might have led to different and broader findings. 

So, there is a gap that could be filled and a chance to look into this important area of 

business studies in more depth. The Researcher hopes that more and more scientific 

studies will be done in the future, taking into account the above problems and finding 

ways to solve them. 

 

Findings 

a) Bangladesh has many graduates with skill gaps. Due to skill deficiencies, 

they fail to handle employment after graduation, forcing firms to hire 

foreigners. Students who assessed skills as not industry-responsive also 

noted the skills gap. 

b) Bangladesh's higher education, which generates graduates and meets labor 

market demands, is poor. The Bangladeshi education system is outdated and 

does not account for skill dynamics, technology, or the labor market. 

c) Many Bangladeshi public universities have obsolete course curricula and 

evaluation methods that encourage students to memories minor knowledge 

and pass examinations without developing their human capital. Written 

examinations are the principal form of assessment, with minimal feedback 

beyond grades. Thus, Bangladeshi graduates contribute less to organizational 

production and efficiency, forcing businesses to acquire international 

graduates. 

d) Participants mostly proposed exchanging perspectives, organizing 

conversation, talking about labor market and skill dynamics with graduates, 

and creating a graduate skills center to enhance specific abilities. 
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e) The current state of technical education falls short of the necessary 

standards, with only a limited number of public universities are producing 

adequately trained graduates for the labor market. 

 

Recommendations  

The present study shows that professional qualifications have a big impact on a 

graduate's ability to get a job. Because of this, graduates should try to get job skills. 

Training and experience have a big impact on a graduate's ability to get a job. So, 

before they graduate, all students should be forced to have a set amount of work 

experience.  

a) They should learn how to use the academic information they learn and how 

to act or behave in the organisation.  

b) The administration of the university requires to start a new programme to 

help students improve their "soft skills," such as their ability to 

communicate, solve problems, and think critically. 

c) Universities should start on-going training and workshop programmes to 

help students understand what companies in different fields need and what 

they expect from the job market. 

d) Universities need to be clear about how they grow their students based on 

what employers want.  

e) Management schools should try to help students become "business leaders" 

and "change managers" in a variety of areas by teaching them how to use 

technology to run a business. Academically, the industry should back, guide, 

and support the colleges, and the best technical and managerial skills should 

be mixed into the curriculum to create the most sought-after and highly 

valuable future managers, professionals, and businesses.  

f) Last but not least, it's not just up to universities to help future management 

grads get jobs. They should also learn the skills above on their own. 

 

Conclusion 

In order to foster the development of highly skilled individuals and promote the 

application of knowledge across various academic disciplines, it is advisable to 

advocate for students to prioritise their personal passion and enthusiasm when 

making educational decisions, rather than solely focusing on employment prospects. 

It is imperative to ascertain the limitations and possibilities encountered by business 

graduates that impact their ability to fully exploit their potential, encompassing 

educational prospects and career accessibility. Given the significant role that business 
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graduates play in contemporary professional education, the cultivation of 

employability skills emerges as a paramount means of equipping managers and 

executives for the forthcoming challenges. The significant increase in the number of 

business graduates globally has become a crucial indicator of the improvement in the 

quality and practicality of business education in our nation. In relation to this matter, 

it is imperative for our business graduates to possess a comprehensive understanding 

of the employability skills relevant to the 21st century. These skills encompass 

effective communication, collaborative teamwork, adept problem-solving abilities, 

proactive initiative and entrepreneurial mind set, proficient planning and 

organisational competencies, self-management capabilities, continuous learning 

aptitude, as well as technological proficiency. Furthermore, it is imperative to 

establish a suitable system for rewarding and appraising graduates. Additionally, 

enhancing the capabilities of business graduates can be achieved through establishing 

a robust connection between universities and industry and alliances, providing 

training from experienced professionals, allocating adequate funding for Study, and 

implementing an effective mechanism for evaluating and compensating teachers, 

among other measures. Lastly, it is imperative that both the government and private 

owners collaborate in order to mitigate the prevailing challenges pertaining to the 

employability skills of business graduates in our nation. 
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Abstract 

The paper attempts to measure the effect of taxation and labour force on health care of 

Bangladesh. Utilizing relevant data from 1972 to 2016, the current study employs a time series 

econometric technique. Based on the Neo-Classical growth model, this study used a 

production function of Cobb-Douglas type, which has been deemed as appropriate to address 

the research questions. The results presented in the study have revealed that the long run 

variables (health care expenditure, tax revenue and labour force) had moved together where 

the health care expenditure is highly influenced the period of long run and short term by tax 

revenue and labour forces. The resistances of long run have discerned their desired sign but 

labour force variable turned insignificant. We have similar outcomes for long run elasticities. 

At the same time, error correction term representing the convergence to equilibrium, appeared 

correct in sign and precision. Apart from that, labour forces to tax revenue and total health 

expenditure to tax revenue maintained unidirectional causality. Also, the model was 

structurally stable by recursive residuals. The policy makers can get insights regarding 

boosting tax revenue further from the findings of the study.  

 

Keywords: Health expenditure, Growth, Tax revenue, Labour force, Cobb-Douglas.   
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1. Introduction 

Taxation is one of the most critical instruments for capital formation across the 

developing economies. It plays a significant role in development as taxes can be a 

prime source of capital construction, an inducement for investment, a mechanism of 

equalization, and tool to reduce the consumption of luxury items. Chowdhury and 

Hossian (1988) stated that the Bangladesh Government recently has been playing a 

pivotal role by implementing large scale investment programme which gives rise to 

bulk share of public sector in the economy. The financing sources of the public 

expenditure have been not only tax revenue but also non-tax revenues like profits 

from public enterprises and borrowings from national and international sources. 

Hence, taxation is playing an important role in keeping the public expenditure going, 

which might go a long way in fulfilling boarder objectives of the government like 

equity, efficiency, and self-reliance. 
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The most immediate essential investments in developing countries are fixed 

investments: public health, education, roads and highways, and railways, etc. The 

vast investments in these fields are the basis of socio-economic development but 

these investments are either not beneficial or constrained by limited funds. Needless 

to say that tax revenue is an important source of investment for a vital sector like 

health care.   

Indeed, countries spending a considerable percentage of their GDP for public health 

are more proficient because they are able to decrease their infant mortality rates. 

Goldstein (1985) argued that in order to fulfill the fundamental needs like health and 

education, only a few countries with growing economy have invested their self-

effacing resources. Deploying factors such as, school enrollment and female 

educational attainment and health, Goldstein (1985) found that a few least developing 

countries (LDCs) had used very self-effacing resources to satisfy the basic 

requirements of education and health.  

In fact, Bangladesh has successfully advanced in providing healthcare to its people. 

The attainments of this country in MDGs in relation to child mortality and maternal 

health bear a testimony of such achievement. These success stories are the 

consequence of fruitful completion of the programmes for family planning, treatment 

of Oral Rehydration Salt, nutritional as well as vaccination. Furthermore, Chowdhury 

et al. (2013) stated that these successes are the part of non-health polices like female 

literacy, ensure to safe drinking water, sanitary latrine, and access to microcredit 

overall rural infrastructure development.  According to a report by WHO and World 

Bank in 2015, only 33% of the wealthiest quintile and 23% of the poorest quintile in 

Bangladesh receive at least four prenatal care visits, while the corresponding figures 

for low-income countries (LICs) are 66% and 36%, respectively. In order to attain 

SDGs, the maternal mortality should be reduced to 70 per 1,00,000 and under-five 

mortality to 25 per 1000 per target. Another report by NIPORT (2013a) shows that 

more than half the children in the underprivileged quintile are stunned, while 26% 

among the children in the richest quintile which shows the significant inequalities in 

health sector. Rama et al. (2015) states that these inequalities have continued dogged 

over the period 1993 to 2011 with the exception of neonatal mortality. In general, in 

terms of health outcomes, the poor in Dhaka are in worse position than other 

countries where health outputs of the urban poor are is better than that of the rural 

poor. In most of the indicators that are used for tracing UHC, Bangladesh scores 

below 80% which is the targeted percentage (table 1). 
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Table 1: Bangladesh’s performance on the UHC indicators 
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1997 $9 2.3 0.82 35.7 1.45 63 - - - 

1998 $9 2.2 0.79 35.9 1.46 66.3 - - - 

1999 $9 2.3 0.76 33.0 1.54 67 - - - 

2000 $10 2.3 0.77 33.5 1.58 68.7 - - - 

2001 $10 2.5 0.81 32.4 1.67 66.8 - - - 

2002 $11 2.6 0.82 31.5 1.77 68 - - - 

2003 $11 2.5 0.74 29.6 1.79 71.6 - - - 

2004 $12 2.6 0.79 30.4 1.83 70.4 - - - 

2005 $14 2.7 0.72 26.7 1.98 73.3 8.7 59.9 0.1 
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2006 $15 2.8 0.82 29.3 2.02 72.1 7.3 58.7 0.1 

2007 $16 2.9 0.77 26.6 2.09 72 7.5 61.2 0.1 

2008 $18 2.9 0.73 25.2 2.16 74.5 7.4 60.3 0.1 

2009 $21 2.9 0.73 25.2 2.21 76.2 8.4 61.1 0.1 

2010 $24 3.1 0.79 25.5 2.30 74.2 8 61 0.1 

2011 $26 3.2 0.78 24.4 2.44 76.3 7.7 61.1 0.1 

2012 $28 3.1 0.71 22.9 2.39 77.1 8.4 63.3 0.1 

2013 $29 3.0 0.70 23.3 2.26 75.3 - - - 

2014 $33 2.9 0.70 24.1 2.25 77.6 - - - 

2015 $37 3.0 0.68 22.7 2.28 76 - - - 

2016 $42 3.1 0.73 23.5 2.33 75.2 - - - 

2017 $46 3.0 0.78 26 2.23 74.3 - - - 

2018 $50 3.0 0.84 28 2.18 72.7 - - - 

2019 $52 2.9 0.75 25.9 2.14 73.8 - - - 

2020 $54 2.8 0.66 23.6 2.18 77.9 - - - 

Source: Bangladesh National Health Accounts 1997-2020, Ministry of Health and Family 

Welfare (2020)  

Note: The public expenditure figures for health care in Bangladesh, as per the 

Bangladesh National Health accounts, incorporate expenses incurred by MOHFW, 

other ministries, and donor assistance expenditures. 

From above tables, the total health expenditures where included public and private 

were varies to 3.1% to 3.5% of GDP from 2005 to 2012. The 2012 health spending 

(3.5%) was lower than that was lesser than the percentages for South Asian countries 

(3.7%) and low-income countries (5%). The government health expenditures are 

23.1% of total health expenditures which is only around 0.8% to 0.9% of GDP during 

2005 to 2012. From the global perspective, the health expenditures of the government 

of Bangladesh are relatively small. 

Globally, the relationship between public expenditure and out-of-pocket expenditure 

in heath sector is strong and inverse. However, in Bangladesh the out of pocket 

expenditure is 60% which is more than three folds the limit to ensure economic 

protection as suggested by WHO (2010).  Khan et al. (2017) stated the lower income 

group people are the most exaggerated by out of pocket health expenditure than the 

higher income group people which also barrier the capability to finance health care to 

achieve the main function of the rearrangement from better off to the poor. 
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Table 3: Bangladesh’s and other countries’ performance on health financing 

indicators, 2012-2014 
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Bangladesh 27 3.5 23.1 0.8 63 

Bhutan 89 3.6 73 2.6 25 

Cambodia 61 5.7 22 1.3 74 

China 420 5.5 56 3.1 32 

India 75 4.7 30 1.4 62 

Nepal 40 5.8 40 2.3 48 

Pakistan 36 2.6 35 0.9 56 

Sri Lanka 127 3.5 56 2.0 42 

Thailand 360 6.5 86 5.6 8 

Vietnam 142 7.1 54 3.8 37 

Low Income 37 5.7 39 2.2 40 

Lower-Middle Income 89 4.5 36 1.6 56 

South Asia region 67 4.4 31 1.4 61 

Source: MOHFW 2015; World Bank WDI 2016. 

Table 3 reveals that in terms of out-of-pocket expenditure in health sector 

Bangladesh holds the top-most position. While most countries were stood near about 

50% but Bangladesh was 63%. In Bangladesh, s no relationship between health care 

utilization and size of the community population has been reported. It might be 

owing to the fact that health service financing is not decentralized in Bangladesh. 

Against the scenario presented above, this paper utilizes a data series of Bangladesh 

from 1972 to 2018 and analyzes the effect of tax revenue on health care. It also 

attempts to measure the effect of labor force on health care. The study estimates a 

Cobb-Douglas Production function to address the issue. 

Health care expenditure and delivery of health care is an issue of great importance, 

especially from the perspective of an emerging economy like Bangladesh. ―Out-of-

pocket‖ expenditure is important to meet the health cost in Bangladesh (Sarkar et 

al.,2022). However, expenditure on health care from Bangladeshi people’s purse has 

been on the rise (Sarkar et al., 2022). In this regard, revenue from taxation would be 

great source of investment fund for the health care sector in Bangladesh, which 

would ease burden of poor and middle-class families of the country. In this 
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perspective, this research merits attention. No previous studies, so far as our 

knowledge is associated, focused on the taxation issue and health care issue from the 

back drop of Bangladesh. Here, the present study attempts to fill this gap in literature. 

It can be deduced from the findings that some variables, for example, total health 

expenditure, total tax revenue, and total labour forces move together in the long run. 

Also, long-run elasticity have their expected sign but labour force variable is 

insignificant. While in the short-run all elasticities are significant except labour force. 

The term "error correction" refers to the process of moving towards an equilibrium 

state., which is correct in sign and found significant. Labour forces to tax revenue and 

total health expenditure from revenue (THE) to tax revenue maintain unidirectional 

causality. Our model as the results also report is structurally stable by recursive 

residuals. The findings of the study might be useful for Bangladesh government to 

design policy to boost up tax revenue which would bring about positive changes for 

the poor in the country. 

 

2.  Review of Literature 

The relationship between taxation and socio-economic development (as measured by 

health expenditure) of a country has been addressed in several studies. The studies 

throw light on correlation between flawed taxation policy and total health 

expenditure.  Some studies recognized mixed result on tax- economic development 

relationship. For example, studies by Harberger (1964), Mendoza et. al. (1995), 

Engen and Skinner (1992), Easterly and Rebolo (1993) deal with insignificant link 

between taxation and growth. 

In a study, Mehmet (2005) mentioned that in OECD nations while personal and 

property taxes significantly influence growth, taxes on goods and services have little 

impact. In a report on Latin American tax system, IDB (2010) pointed out that bad 

tax system is quite counter-productive as it like the expansion of entrepreneurship 

ranging from small and medium sizes and promotes inequality in the society. Gordon 

and Li (2009), argued that variation in capacity to tax and tax structure across 

different economies explains gap in economic development. A cross-country studied 

by Brooks and Hwong, 2006 reveals positive correlation between tax and social 

development. It reported that low tax economies lag far behind high tax economies in 

terms of achieving social objectives.    

By using large country sample and employing micro-level study, Engen and Skinner 

(1996) reported that tax system reformation can considerably impact the living 

standard of the people. From the perspective of Nigerian economy, James and Peter, 

2014stressed on the accountability and transparency in tax management system to 

promote economic development.  
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Gareth (2000) using endogenous growth model identified that the relations between 

growth and taxation was positive. On the flip side of the coin, taxation helps to 

finance public sector expenditure like infrastructure, public education and health 

care. 

 

Bangladesh and Health care system 

Table 4: Categories of health system of Bangladesh 
 

 Features Quantity of 

health workers 

Amenities Percentage of 

total 

Expenditures 
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Source: Ahmed et al. 2013; MOHFW 2014 
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The World Bank (2021) stated in a report ―Fiscal Space for Health in Bangladesh 

Towards Universal Health Coverage‖ is that Bangladesh health care system 

encompasses with public and private systems. Health and Family Welfare Ministry of 

Bangladesh is responsible for formulating policies, creating plans, organizing, and 

developing healthcare services in the country. One of the largest medical service 

benefactors is the private sector which is driven by profit. The private health sector 

has experienced significant expansion due to strong economic development and a 

growing middle class. This has led to an increase in commercial entrepreneurs and 

informal providers. Approximately 70% of the total hospital expenditure is now 

being spent on private health services. The public sector and private sector utilization 

rate is 42 per 1000 people and 107 per 1000 people according to BBS data of 2012 

but the public and non-profit private sectors have directed an impoverished approach 

to service delivery.  

It is observed globally that   spending on health care and income per capita is 

strongly correlated. Hence, Bangladesh have to increase economic growth to achieve 

universal health coverage. now, the country is on path to progress from the LDC 

(Least developed countries) list in 2026 and the outcomes of human development 

index enhanced along many magnitudes (poverty declined from 43.5% to 14.3% in 

1991 to 2016[World Bank, 2021]). Bangladesh Economic Review, 2021 narrated that 

the GDP target of Bangladesh was $374 billion for FY 2020-21 meanwhile the GDP 

growth of Bangladesh was $355 billion which was $19 billion lower than the target.  

The reactions of government health spending to GDP growth in Bangladesh have 

been very low. The resistance of government health expenditures in relation to GDP 

serves as an indicator of whether satisfactory macroeconomic situations are 

translating into increased public spending on healthcare.  

Bangladesh’s economy has achieved on an average a 6.2% growth over the last 

decade (Bangladesh Economic Review, 2020). It is more closer to the average of the 

least income countries during the same period. However, World Bank (2014a) 

reported that that the average growth is one percentage point slower than the South 

Asian average. Jolliffe and sheriff et al. 2013 narrated in their paper that headcount of 

the poverty falls to about 31.5% and extreme poverty fall to 17.6% in 2010.  Through 

2020, 7% GDP real growth is forecasted by IMF, 2016.   

https://www.powerthesaurus.org/impoverished/synonyms
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Table 5: A comparison of financial tendencies with South Asia 
 

Indicator (%) 

GDP 

FY 

06(%) 

FY 

07(%) 

FY 

08(%) 

FY  

09(%) 

FY 

10(%) 

FY 

11(%) 

FY 

12(%) 

FY 

13(%) 

FY 

14(%) 

FY 

15(%) 

South 

Asia 

2014 

General 

government 

revenue 

9.6 9.3 9.8 9.5 10.0 10.4 11.2 11.2 10.9 9.9 17.5 

General 

government 

expenditure 

12.1 11.5 13.8 12.7 12.7 14.0 14.2 14.6 13.9 13.8 21.3 

Overall 

budget deficit 

-2.6 -2.2 -4.0 -3.2 -2.7 -3.6 -3.0 -3.4 -3.0 -3.9 -3.7 

Primary 

deficit 

-1.0 -0.6 -1.9 -1.0 -0.8 -1.9 -1.1 -1.4 -0.9 n.a. -0.7 

General 

government 

gross deft 

42.3 41.9 40.6 39.5 36.6 35.3 33.8 34.7 33.9 34.0 62.1 

Source: World Bank (2015b); IMF (2016) 

Also, the government expenditure of Bangladesh is less than the South Asian peers 

and least income countries Government revenue is influenced by the policy that 

government adopts regarding the rate of tax and its collection. During the last five 

years, public expenditures to GDP ratio has been 15.7% as opposed to 20% in least 

income countries and 21.3 in South Asia countries. During FY 2010 to FY 2013, 

there was an average increase by 0.3% in the public expenditure as part of GDP 

(World Bank, 2014a; 2015b).  

A favorable macroeconomic scenario in health care sector has been discerned by the 

elasticity of government health expenditure with regard to GDP.  On average, one per 

cent increment in national income stimulates a 1.16% growth in government’s health 

expenditure. In Bangladesh, Data from 1997 to 2012 reveal that Bangladesh has an 

elasticity of public health spending to GDP has been estimated at 0.95. On the other 

hand, the elasticity of total health care expenditures that include out-of-pocket 

spending is 1.2. This suggests that expenses on health care has been growing quicker 

than GDP. However, when the low elasticity of government spending is taken into 

account, it implies a sidling trend towards higher out-of-pocket spending and 

inequality (MOHFW, 2015). 

 

3. Methodology, data and issues of Econometrics 

3.1 The modeling framework and data sources 

The study employs an aggregate production function of Cob-Douglas type that takes 

the following form 

           

The growth in output can be attributed to the contributions of factors k and L based 

on their respective shares in the Cobb-Douglas production function. 
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This method of dividing aggregate growth into contributions from different factors 

can be applied to any production function with a similar form. 

           

The study takes e a cue from the Neo-Classical growth model to build the theoretical 

model (Bukie & Adejumo, 2013) for this study. The growth model may be  

expressed as  

             

Where, Y= Output, K= Capital input, L= Labour input, and C= index of efficiency 

variable 

Expanded form of neo-classical growth model can be expressed as: 

               

Where, THE express Total Health expenditure from revenue, measuring economic 

development. 

TAX and LAB express Tax revenue and labour forces in Bangladesh. 

Thus, the function adopted by Cobb-Douglas form (Myles, 2009; Shahid, 2014; 

Tkachenko, 2014) 

         

Where Y shows the THE used as proxy variable of socio-economic development, K 

represents to Tax revenue as capital stock and L denotes labour forces and A is 

efficiency variable.
 

The estimated linear form of the model can be articulated in its log form 

(Musgrave,1971) can be written as: 

                          . 

We estimate and adopt the following model by taking definitions of socio-economic 

development deepening. 

Model:                                  

Where total health expenditure from revenue (THE) presents output to use as proxy 

variable of socio-economic development, tax revenue (TAX) indicates capital stock 

and LAB denotes labour forces. 

THE represents total health expenditure from revenue in Bangladesh. The data of 

total health expenditure variable, total tax revenue variable are taken from 

Bangladesh Economic Review (1972 to 2016), which published by Ministry of 

Finance, Bangladesh and lastly, total labour forces variable date would be taken from 

UNDP commissioned by the United Nations. 
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Variable description:  

THE = Total health expenditure from revenue in Bangladesh 

TAX= Total tax revenue of Bangladesh which indicates capital stock 

LAB= Total labour forces of Bangladesh 

 

3.2 Estimations of Econometric Model 

Stationarity of variables: 

In the beginning stage, the stationarity is examined for the variables which means 

ADF (Augmented Dicky Fuller) test (Dicky and Fuller, 1979) with trend and 

intercept, and with intercept only, and without trend and intercept would be used to 

check the unit root problem. The equation form of ADF test with trend and intercept 

is as follows 

    =    +   t +       + ∑        
 
     +    

Here Z represents the variable under investigation. The value of the variable is of I(1) 

if  =0. 

Also, ADF test will be applied to get overwhelming conclusion. All variables are 

integrated in a mixed order as ADF test suggests. After this test, we run of co-

integration test to check if there is any long run relationship. 

 

Long term and short-term relationship of the variables: 

Various popular econometric techniques are utilized to establish the long-term 

relationship between non-stationary series. These methods include the Granger 

(1981) and Engle and Granger (1987) techniques, ARDL Co-integration method or 

bound test of cointegration (Pesaran and Shin1999; Pesaran et al. 2001), and 

Johansen as well as Juselius (1990) techniques of Co-integration. Some researchers 

also use the reparameterized ECM (Error Correction Model) to obtain short-term 

dynamics and long-term relationship of the variables. However, despite the versatility 

of Co-integration technique, most researchers still employ the traditional estimation 

method. The conventional methods, such as Johanson and Juselius (1990), Juselius 

(1992) VECM framework, are practised to determine long-term and short-term 

relationships among the variables. But this approach is not suitable for all series, as it 

has limitations in inspection of the order of integration (Pesaran et al., 2001). 

Therefore, ADRL model promoted by Pesaran and Shin (1995;1998); Pesaran (1997); 

Pesaran et al. (1996); Pesaran and Pesaran (1997) is adopted. The ARDL method yields 

consistent and robust results for both long-standing and short-range relationships. The 

ARDL approach is useful as it enables the description of the reality of an equilibrium or 

relationship in terms of long-standing and short-range dynamics without losing long-

term information. The ARDL method involves assessing an equation. 
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Bound Testing Estimation Model: 

                  ∑     
 
               ∑     

 
              

 ∑     
 
                                                            . 

In this section, the variables used in the model have been previously defined. The 

first part of the equations, which includes θ1i, θ2i, and θ3i, represents the model's 

short-run dynamics, while the parameters  1,  2, and  3 represent the long-term 

relationship. By determining the existence of a long-term relationship, above 

stated test is performed using an F-test. This test also evaluates the combined 

implication of the coefficients on the one-period lagged stages of the variables in 

the models,  

H0 :              ( lack of long-term relationship) 

H1 :            (presence of  long-term relationship). 

The first step in testing for cointegration is to conduct the abound tests to determine 

whether there is any long-term relationship among the variables. A decision is based 

on comparing the calculated F-statistics values(critical) obtained from Pesaran and 

Pesaran; (1997) and Pesaran et al. (2001), using approximate critical values from 

Narayan and Narayan (2004a,b, 2005a). The F-test distribution is not-up to the mark 

and depends on regressors number as well as if the ADRL model contains an 

interceptor a tendency. Whether the calculated F-statistic exceeds the upper boundary 

of critical value, no cointegration null hypothesis is disallowed, and confirmation of 

the cointegration. When cointegration is established, the next steps engage assessing 

the long-term and short-term coefficients of the cointegrated models and equations. 

To determine the ideal lag stage for each variable, ADRL model assumes (p+1)k 

regression equations, where p indicates lags stages numbers(maximum) and k 

indicates variables number. The order of lag is selected by using either AIC Criterion 

or the SBC Criterion. In the next phase, whether indication of a long-term 

relationship exists, the long-run models will be assessed using Pesaran et al. (2001) 

technique. 

Long-term and Short-term Equations (Estimated): The ARDL(m,p,q) parameters 

is used in this long term equation of the following: 

              ∑   

 

   

          ∑   

 

   

           ∑   

 

   

              

Long-run relationship evidence is confirmed firstly than the estimate of the ECM. 

The ECM measures the swiftness of modification posterior to the long-term 

equilibrium after a short-time deviation. The ECM estimates the subsequent short-run 

equations:  
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                  ∑     
 
               ∑     

 
              

 ∑     
 
                      . 

In this study we use either the (AIC) or the (SBC) to choose the suitable length of lag 

for these equations.  λ (parameter) is used to measure the speed of adjustment to 

long-term equilibrium where there is a shudder to total health expenditure (THE) on 

account of changes in tax revenue and labor force. An expected mark of λ is negative, 

noteworthy, and this value(absolute) should be  | |   . Used ECM(t-1) is the error 

term (one-lagged) taken from the long-term equations. 

 

Stability of this model 

The stability of the Total Health Expenditure from Revenue (THE) parameter is 

crucial for formulating policies related to taxation and labor forces. To analyze the 

stability of the limit, the study employs CUSUM and CUSUM of Square tests 

(Brown et al., 1975) to detect limit changes over time. The test of CUSUM measures 

the collective sum of recursive residuals to identify possible parameter variations. 

The investigation also practices this CUSUM-square trial, which plots the collective 

sum of squared residuals against time below 5% critical area. If the residual 

undertaking does not cross the line which is critical and it indicates the stability of the 

model.  

 

Causality of variables: 

Toda and Yamamoto (1995) and Donald besides Lütkepohl (1996) introduced a 

method that uses augmented VAR modeling and Modified Wald test statistics 

(MWALD) to test for short-run causality among variables. This approach is 

considered greater than traditional Granger-causality tests because it does not need 

prior analysis of time series variables' order. Hence, it can use even if a sequence is 

I(0) or I(1) or I(2) or fractionally integrated.  

The VAR frame work, developed by Toda and Yamamoto (1995); and Lütkepohl and 

Poskitt (1996) has specified beneath: 

[

      
      
      

]  = [
  

  

  

]+  ∑   
   [

         

         

         

]+  ∑  
    
   [

           

           

           

]+ [

   

   

   

]----

---(k) 

             M = [

            

            

            

]    W = [

                     

                     

                     

] 

This statement describes the framework practiced to asses limits in a VAR eqation. 

The parameter k represents the lag level in this VAR equation, which has been 
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determined using AIC and SBIC. The supreme integration order (dmax=1) for 

equation (k). These parameters to be estimated are C's,  's, and δ's, while η's are the 

error terms which expected to be independent, similarly distributed, as well as 

normally distributed with zero mean and a finite covariance matrix.  

 

4.  Investigation and discoveries 

This following chart reports the descriptive statistics of used data, which would 

enable to understand the nature of the variables’ variability and distribution.  

 

Table 6: Descriptive Statistics 
 

The descriptive statistics from the table show that the mean value of Total health 

expenditure from revenue (THE) is 1795.726 with a large standard deviation of 

2638.654. Larger variability in health expenditure reflects that in Bangladesh there 

has been inequality in greater amount in the income tax distribution. Jarque-Bera test 

p-value indicates that this variable is not distributed normally. It is positively skewed 

as shown by value of Skewness coefficient. The mean value of tax revenue (TAX) is 

32376.11 with a large standard deviation of 48720.08. This variable is also not 

normally distributed as suggested from a low p-value associated with Jarque-Bera 

test. Furthermore, it is positively skewed implying that the tax structure is 

progressive. It implies that high income group has to pay higher tax. Furthermore, the 

average(mean) value of LAB is 67420468. In this case the standard variation is 

23035222. In our country, we have a huge human resource with a favorable 

 THE LAB TAX 

Mean 1795.726 67420468 32376.11 

Median 685.0000 65294676 12050.00 

Maximum 11252.00 1.08E+08 210402.0 

Minimum 11.14000 35141530 169.8000 

Std. Dev. 2638.654 23035222 48720.08 

Skewness 1.992882 0.177360 2.012904 

Kurtosis 6.500262 1.687757 6.408866 

Jarque-Bera 52.75903 3.464640 52.17656 

Probability 0.000000 0.176874 0.000000 

Sum 80807.67 3.03E+09 1456925. 

Sum Sq. Dev. 3.06E+08 2.33E+16 1.04E+11 

Observations 45 45 45 
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demographic dividend as majority of the population is under the age of 40. This 

variable is normally distributed with slightly positive skewness.  

 

Variables stationarity Test 

This study utilizes (ADF) test to determine the stationarity of the sequence. The ADF 

test null hypothesis proves that that the series is non-stationary. The appropriate lag 

length is determined using the AIC. This ADF results are shown below: 

 
Table 7:  The results of (ADF) test 
 

V
ar

ia
b

le
s 

Level Difference(first) 

C P-value C and T P-Value K C P-value C and T P-value K 

logTHE -

2.036059 

0.2709 -

3.131102 

0.1120 9 -9.125379 0.0000 -9.449854 0.0000 9 

logTAX -
3.095275 

0.0342 -
6.907469 

0.0000 9      

logLAB -

5.261576 

0.0001 -

1.611360 

0.7720 9 -1.376982 0.5846 -3.749553 0.0294 7 

Source: Authors’ estimation. C= constant, C & T= Constant and trend. The optimal lag (k) 

AIC and SBIC criteria were used to determine the optimal lag(k) for running the ADF test. 

From above table we find that logTHE is stationary while taking first difference, 

logTAX is stationary when order is zero, and logLAB is stationary with intercept at 

order zero but with trend and intercept form at first difference. Here, the variables are 

integrated in mixed orders, so we use the (ARDL) equation in the next analysis. 

 

Co-integration test (long run relationship): 

Table 8:  The results of Bound test 
 

Level (90%) Level (95%) Level (99%) 

K I(0) I(1) I(0) I(1) I(0) I(1) 

2 2.63 3.35 3.1 3.87 4.13 5 

Functional form (log THE is dependent variables)                                     

F-statistics 

FlogTHElogTHE/logTAX,logLAB                                                                                               

22.02185*** 

Source: Authors’ estimation. The suitable length of lag for the equation is been determined 

using SBIC.  

Note:  ***Significant (1%) level, ** Significant (5%) level, *Significant (10%) 

level.  
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The F-statistic exceeds the value of I(1). The result of bound test implied that a co-

integration (long-run) relationship  is present among the variables when using 

logTHE as the dependent variable in the bound test equation. This suggests that the 

variables will move together in the long run.  

Since a long-run relationship exists amon the variables, the ARDL approach will be 

utilized in order for estimating the long-run equation. 

Estimation of long-run equation  

 

Table 9: Long-run equation results 
 

Levels Equation 

Case 2: Restricted Constant with No Trend 

Variables Coefficients Std. Errors t-Statistics Probability 

logTAX 0.900638 0.148344 6.071288 0.0000* 

logLAB 0.658492 0.165582 0.895828 0.3757 

C -13.72466 11.86929 -1156317 0.2544 

EC = logTHE - (0.9006*logTAX + 0.6585*logLAB -13.7247) 

Source: Authors’ estimation. The suitable length of lag for the equation is been determined 

using SBIC and AIC.  

The above stated chart demonstrates the elasticities of long term amid tax revenue 

and total health expenditure from revenue (THE) which is statistically significant. 

However, we find that the labour forces are statistically insignificant.  Elasticity of 

THE with respect to TAX and LAB are 0.900638 and 0.658492 respectively. The 

values suggest that THE is inelastic with respect to TAX and LAB. 

The ADRL error correction model (ECM) is estimated to analyze the short-run 

dynamics elasticities and their association with long-run estimates.  

 

Table 10: Short-run equation test results 
 

Variables Coefficients Std. Errors t-Statistics Probability 

C -0.041609 0.125381 -0.331858 0.7418 

D(logTAX) 0.519121 0.220656 2.352623 0.0239 

D(logLAB) 3.219797 3.910505 0.823371 0.4154 

D(logTHE(-1)) -0.197780 0.134535 -1.470094 0.1498 

ECM(-1) -0.529783 0.147808 -3.584265 0.0009* 
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R2 0.417104 Dependent variance (Mean) 0.154925 

Adjusted R2 0.355746 Dependent variance (S.D.) 0.159855 

Regression S. E 0.128308 AIC -1.159820 

Sum squared residual 0.625593 SBIC -0.955029 

log likelihood 29.93613 H-Q Criterion -1.084299 

F-statistic 6.797926 D-W statistics 2.028686 

F-statistical 

Probability 
0.000314   

Source: Authors’ estimation 

This above short-run analysis of the equation reveals statistically significant 

elasticities with one exception of LAB. In the short run, the elasticity of THE with 

respect to TAX and LAB are elastic and inelastic respectively. The Tax has small 

effect on THE ECM(-1) represent equilibrium Probability when THE will fine-tune 

the change of clarifying variables. In contrast, the elasticity of THE with respect to 

LAB is inelastic. The extremely noteworthy error correction term ECM(-1)  has the 

correct sign which is significant from statistical point of view. ECM which is highly 

is also highly significant, demonstrate the long-term relationship exists between the 

variables. It indicates the existence of a long-run relationship between variables and 

represents the convergence to equilibrium, at which THE will adjust to changes in 

explanatory variables. This coefficient value is -0.529783 recommends that a shudder 

to THE on account of changes in TAX and LAB will be adjusted by 52.97% in the 

very first year, with this total convergence procedure taking one more year. This 

suggests a very fast speed of convergence to equilibrium.  

 

Diagnostic Test 

Serial correlation: 

Table 11: Serial correlation LM test result (Breusch-Godfrey) 
 

F-statistic 0.207534  Prob. F (1,37) 0.6514 

Obs*R-squared 0.239843  Prob. Chi-Square (1) 0.6243 

Source: Authors’ estimation. 

In that series, tested null hypothesis shows that this series has not carried serial 

correlation. The result of above test approves that null hypothesis is not rejected. As 

such, the result reveals that in this series has not carried any serial correlation in this 

equation.  
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ARCH test: 

Table 12: The result of Heteroskedasticity test: (ARCH) test result 
 

F-statistics 0.9998 Prob. F (1,40) 0.7822 

Obs*R
2
 0.6926 Prob. Chi-Square (1) 0.6733 

Source: Authors’ estimation 

In that series, the null hypothesis related with above stated test has no 

Heteroskedasticity. We confirmed that this hypothesis is not rejected from the ARCH 

test.   So, result proves that Heteroskedasticity is hardly found in this model.  

Model Misspecification test: 

 

Table13: Misspecification Test Results 

Omitted Variables: Squares of fitted values 

 

 Value df Probability 

t-statistic 0.4611 37 0.3581 

F-statistic 0.9358 (1,37) 0.1781 

Source: Authors’ estimation 

In that series the null hypothesis related to above stated test has no functional 

misspecification. This hypothesis has supported from the Ramsey RESET test.  
 

Figure 1: Normality test 

 

Source: Authors’ estimation 

As far as normality test is concerned, the series is normally distributed according to 

the null hypothesis. The result of Normality test was examined by Jarque-Bera 

statistics. The result recommends that null hypothesis has been rejected. Thus, this 

series is not distributed normally. 
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Series: Residuals

Sample 1974 2016

Observations 43

Mean      -4.06e-17

Median  -0.002593

Maximum  0.408615

Minimum -0.446415

Std. Dev.   0.122045

Skewness  -0.013925

Kurtosis   8.210511

Jarque-Bera  48.64412

Probability  0.000000
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Table 14:  The results of Short-term & long-term estimation  
 

Variable Long-term coefficients Short-term coefficients 

Constant -13.72466 

(0.2544) 

-0.041609 

(0.7418) 

log TAX 0.900638
***

 

(0.0000) 

- 

log LAB 0.658492 

(0.3757) 

- 

 log TAX - 0.519121
** 

(0.0239) 

 log LAB - 3.219797
 

(0.4154) 

( 1)ECM 
 

- -0.529783
***

 

(0.0009) 

n  43 43 

2R  
- 41.71% 

2.Adj R
 

- 35.57% 

Serial Correlation Test ( Serial
) 

- 0.207534 

(0.6514) 

Misspecification Test ( Miss
) 

- 0.4611 

(0.3581) 

ARCH test ( ARCH
) 

- 0.9998 

(0.7822) 

Normality Test ( Norm
) 

- 46.64412 

(0.00000) 

 

Stability Test  

We investigated the Stability of Parameters by Recursive Residuals (Brown et 

al.,1975) 

Here the test of CUSUM is applied. The CUSUM test is helpful to analyze potential 

changes in parameters. This test involves computing the recursive residuals collective 

sum, as well as it is useful in detecting parameter variations. Additionally, the study 

incorporates the CUSUM-square test, which involves calculating the squared 

residuals collective sum. Similar to the above test, if the residual plot has not 

exceeded critical line in the figure, it shows variance stable. 
 



104 Kazi Md. Nasir Uddin 

Figure 2: CUSUM (5%) significance 

 
 

Figure 3: CUSUM Square (5%) significance 

 

The figure represents that THE function was stable during the time of the study. The 

collective sum falls below the critical areas of significance (5%) level which 

indicates that it could not extend beyond designated region. This indicates that the 

CUSUM has deviated significantly from zero. While the starting point of the study is 

1980, it is noteworthy that the recursive residuals have been predominantly positive 

since 1986, indicating that the projected THE values are lower in comparison with 

proper THE values. This above stated test approves that these recursive residuals 

have carried   zero mean as well as variance one. As a result, stated null hypothesis 

which accepted that the similar coefficients throughout the study time as well as has 

not displayed any fluctuation beyond projected figure critical boundaries.  
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Across the sample period we have seen that the above diagram (3) displays the 

projected consistency of residual fluctuation. This is evident from the CUSUM 

(squares) mostly falling within the projected critical area (5%) significance level. 

These outcomes demonstrate that the structural soundness of the model as well as its 

parameters are practiced to assess the socio-economic development. 

 

Causality Test 

By testing the TYDL approach to determine the short run causality. VCEM is not 

applicable due to variables are stationary at mix-order.  

Sample: 1972- 2016; Included observations: 41 

 

Table 15: The result of causality test (VAR Granger/Block exogeneity Wald)  
 

variables (Dependent): logTHE 

Excluded Chi-sq df Prob. 

logTAX 2.107980 3 0.5503 

logLAB 1.682450 3 0.6408 

All 7.616855 6 0.2675 

variables (Dependent): logTAX 

Excluded - Chi-sq df Prob. 

logTHE 6.4541 30 3 0.0915 

logLAB 14.18442 3 0.0027 

All 18.63274 6 0.0048 

variables (Dependent): logLAB 

Excluded Chi-sq df Prob. 

logTHE 1.129720 3 0.7699 

logTAX 5.742548 3 0.1248 

All 6.120507 6 0.4098 

Source: Authors’ estimation 
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Table 16: Results of causality 
 

 logTHE logTAX logLAB 

logTHE  2.107980 

(0.5503) 

1.682450
 

(0.6408) 

logTAX 6.454130
* 

(0.0915) 

 14.18442
*** 

(0.0027) 

logLAB 1.129720 

(0.7699) 

5.742548 

(0.1248) 

 

Source: Authors’ estimation 

There exist short run unidirectional casualties from LAB to TAX 

(logLAB logTAX) which is statistically significant at 1%, and THE to TAX 

(logTHE logTAX) which is statistically significant at 10%. 

 
5. Concluding remarks and recommendations 

This study analyzed the socio-economic dynamism-THE using revenue generated 

from tax (TAX) as a capital and labour force (LAB) by utilizing Bangladesh’s 

national data from 1972 to 2016. Our findings suggest that the independent variables 

and the dependent variable have long-run relationship and will move together. 

Expected signs are found in the elasticities where the coefficient of LAB has been 

found insignificant. Thus, THE is highly influenced the period of long term and short 

term by TAX and LAB where elasticity are statistically significant except LAB 

which is highly elastic with THE.  

The ECM specifies the modification towards equilibrium, where THE will change 

with response to changes in explanatory variables. The expected sign is confirmed by 

used ECM model besides it is statistically noteworthy. ECM model is highly 

significant and it further confirms the reality of a long-run relationship of the 

variables. Also, we stated that LAB to TAX and THE to TAX maintain unidirectional 

causality implying LAB is responsible for movement of the TAX and THE is 

responsible for movement of the TAX in the short run. From 1980, The majority of 

the recursive residuals are positive, suggesting that the projected THE is lower than 

the actual THE. Furthermore, the soundness of the model is proved by investigation, 

as well as its limit can be employed to assess the growth of THE.   



Effect of Tax Revenue and Labour Forces on Health Care of Bangladesh 107 

According to the findings, this study tends to provide a couple of policy responses. 

First, as taxation has a positive impact on health care, Bangladesh government needs 

to take up the strategy to improve the tax-base of the economy. In other words, rather 

than increasing the existing tax rate, more and more people are needed to be brought 

in under the tax-umbrella. It would go a long way in boosting the revenue collection 

from taxes. Second, the government should divert some of the tax revenue towards 

the development of health care delivery system in Bangladesh.  

 

References 

Ahmed, S. M., Evans, T. G., Standing, H., & Mahmud, S. (2013). Harnessing pluralism for better 

health in Bangladesh. The Lancet, 382(9906), 1746-1755.  

Bangladesh Bureau of Statistics. (2012). Health and Morbidity Status Survey 2012. Dhaka: 

Bangladesh Bureau of Statistics, Ministry of Planning, Bangladesh. 

Bangladesh Economic Review. (1973-2021). Bangladesh Economic Review 1973-2021. Dhaka, 

Bangladesh: Ministry of Finance, Government of the People's Republic of Bangladesh. 

Brooks, N., & Hwong, T. (2006). The social benefits and economic costs of taxation: A comparison 

of high-and low-tax countries. Canadian Centre for Policy Alternatives. 

Brown, L., Durbin, J., & Evans, J. M. (1975). Techniques for testing the constancy of regression 

relationships over time. Journal of the Royal Statistical Society: Series B 

(Methodological), 37(2), 149-163. 

Bukie, O. H., & Adejumo, T. O. (2013). The effect of tax revenue on economic growth in Nigeria (1970-

2011). International Journal of Humanities and Social Sciences Inventions, 2(6), 16-26. 

Chowdhury, A. M. R., Bhuiya, A., Chowdhury, M. E., Rasheed, S., Hussain, Z., & Chen, L. C. 

(2013). The Bangladesh paradox: exceptional health achievement despite economic poverty. 

The Lancet 382 (9906), 1734–1745.  

Chowdhury, O. H., & Hossain, M. (1988). Tax structure of Bangladesh: an overview. The 

Bangladesh Development Studies, 65-91. 

Donald, P. & Lütkepohl, H. (1996). Testing for Causation Using Infinite Order Vector 

Autoregressive Processes.  Econometric Theory,12(1), 61-87. 

https://EconPapers.repec.org/RePEc:cup:etheor:v:12:y:1996:i:01:p:61-87_00. 

Dickey, D. A., & Fuller, W. A. (1979). Distribution of the estimators for autoregressive time series 

with a unit root. Journal of the American statistical association, 74(366a), 427-431. 

Easterly, W., & Rebelo, S. (1993). Fiscal policy and economic growth. Journal of monetary 

economics, 32(3), 417-458. 

Engen, E. M., & Skinner, J. (1992). Fiscal policy and economic growth. NBER working Paper No. 

w4223, Cambridge, Mass: National Bureau of Economic Research. 

Engen, E. and Skinner, J. (1996). Taxation and economic growth. National Tax Journal, 49, 617-

642. http://dx.doi.org/10.3386/w5826 

Engle, R. F., & Granger, C. W. (1987). Co-integration and error correction: representation, 

estimation, and testing. Econometrica: journal of the Econometric Society, 55(2), 251-276. 



108 Kazi Md. Nasir Uddin 

Granger, C.W.J. (1981). Some Properties of Time Series Data and Their use in Econometric 

Models Specifications. Journal of Econometrics, 28, 121-130. 

Gareth, D.M. (2000). Taxation and economic growth. Fiscal Studies, Institute for Fiscal Studies, 

21(1), 141–168. 

Goldstein, J. S. (1985). Basic human needs: The plateau curve. World development, 13(5), 595-609. 

Gordon, R. and Li, W. (2009). Tax structure in developing countries: Many puzzles and a possible 

explanation. Journal of Public Economics,93(7-8),855-866. 

Harberger, A. C. (1964). The measurement of waste. The American Economic Review, 54(3), 58-

76. 

IDB (Inter-American Development Bank). (2010). Taxes and Productivity, IDEA: Ideas for 

Development in the Americas 21 (January-April): 5. 

IMF (International Monetary Fund). (2016). IMF Country Report No. 16/27 Bangladesh. 

Washington, DC: International Monetary Fund.  

James, A. T. & Peter, Z. (2014). The impact of tax accounting on economic development of 

Nigeria: Collection and remittances perspectives. Scholarly Journal of Business 

Administration, 4(3), 60-66.  

Jolliffe, D., Sharif, I., Gimenez, L., & Ahmed, F. (2013). Bangladesh – Poverty Assessment: 

Assessing a Decade of Progress in Reducing Poverty, 2000–2010. Bangladesh Development 

Series, Paper No. 31. Washington, DC: World Bank.  

Retrieved at http://documents.worldbank.org/curated/en/2013/06/17886000/bangladesh-poverty-

assessmentassessing-decade-progress-reducing-poverty-2000-2010 

Johansen, S., & Juselius, K. (1990). Maximum likelihood estimation and inference on 

cointegration—with applications to the demand for money. Oxford Bulletin of Economics and 

statistics, 52(2), 169-210. 

Juselius, K. (1992). Testing structural hypotheses in a multivariate Co-integration analysis of the 

PPP and the UIP for UK. Journal of econometrics, 53(1-3), 211-244. 

Khan, J.A.M., Ahmed, S.& Evans, T.G. (2017).Catastrophic healthcare expenditure and poverty 

related to out-of-pocket payments for healthcare in Bangladesh—an estimation of financial 

risk protection of universal health coverage. Health Policy and Planning,32(8), 1102–1110. 

 https://doi.org/10.1093/heapol/czx048 

Lütkepohl, H., & Poskitt, D. S. (1996). Testing for causation using infinite order vector 

autoregressive processes. Econometric Theory, 12(1), 61-87. 

MOHFW (Ministry of Health and Family Welfare). (2014). Health Bulletin. Dhaka: Directorate 

General of Health Services, Ministry of Health and Family Welfare of Bangladesh. 

MOHFW (Ministry of Health and Family Welfare). (2015). Bangladesh National Health Accounts 

1997– 2012. Dhaka: Health Economics Unit, Ministry of Health and Family Welfare, 

Government of the People’s Republic of Bangladesh. 

Mehmet, S. T. & Abizadeh, S. (2005). Economic Growth and Tax Components: An Analysis of 

Tax Changes in OECD. Applied Economics, 37, 2251-2263. 

Mendoza, E. G, Milesi-Ferretti, M. and Asea, P. (1995). Do Taxes Matter for Long-Run Growth? 

Harberger's Superneutrality Conjecture. IMF Working Paper, No. 79. Washington D.C.: IMF. 

http://documents.worldbank.org/curated/en/2013/06/17886000/bangladesh-poverty-assessmentassessing-decade-progress-reducing-poverty-2000-2010
http://documents.worldbank.org/curated/en/2013/06/17886000/bangladesh-poverty-assessmentassessing-decade-progress-reducing-poverty-2000-2010
javascript:;
javascript:;
javascript:;
https://doi.org/10.1093/heapol/czx048


Effect of Tax Revenue and Labour Forces on Health Care of Bangladesh 109 

Musgrave, R. A. (1971). Fiscal Systems: Studies in Comparative Economics. New Haven& 

London: Yale University Press. 

Myles, G. D. (2009). ―Economic Growth and the Role of Taxation –Theory‖. OECD Economics 

Department working Papers, No.713.Paris: OECD Publishing. 

Narayan, P. K. (2005a). The relationship between saving and investment for Japan. Japan and the 

world economy, 17(3), 293-309. 

Narayan, P. K. and Narayan, S. (2004a). The J‐curve: evidence from Fiji. International Review of 

Applied Economics, 18(3), 369-380. 

Narayan, S. and Narayan, P. K. (2004b). Determinants of demand for Fiji's exports: an empirical 

investigation. The Developing Economies, 42(1), 95-112. 

National Institute of Population Research and Training - NIPORT/Bangladesh, Mitra and 

Associates/Bangladesh, and ICF International. 2013. Bangladesh Demographic and Health 

Survey 2011. Dhaka, Bangladesh: NIPORT, Mitra and Associates, and ICF International. 

Available at http://dhsprogram.com/pubs/pdf/FR265/FR265.pdf. 

Pesaran, H. M. and Shin, Y. (1995). Autoregressive Distributed Lag Modeling Approach to Co-

integration Analysis, DAE working Paper Series No. 9514, Department of Applied 

Economics, University of Cambridge.  

Pesaran, M. H. (1997). The role of economic theory in modelling the long run. The Economic 

Journal, 107(440), 178-191. 

Pesaran, M. H., &Pesaran, B. (1997). Working with Microfit 4.0: interactive econometric analysis; 

[Windows version]. Oxford University Press. 

Pesaran, M. H., & Shin, Y. (1998). An autoregressive distributed-lag modelling approach to Co-

integration analysis. Econometric Society Monographs, 31, 371-413. 

Pesaran, M. H., Shin, Y., & Smith, R. J. (1996). Testing for the 'Existence of a Long-run 

Relationship' (No. 9622). Faculty of Economics, University of Cambridge. 

Pesaran, M.H. and Shin, Y. (1999). An Autoregressive Distributed Lag Modeling Approach to 

Cointegration Analysis, In: Strom, S., Holly, A., Diamond, P. (Eds.), Centennial Volume of 

Rangar Frisch. Cambridge: Cambridge University Press. 

Pesaran, M. H., Shin, Y., & Smith, R. J. (2001). Bounds testing approaches to the analysis of level 

relationships. Journal of applied econometrics, 16(3), 289-326. 

Rama, M., Béteille, T., Li, Y., Mitra, P. K., & Newman, J. L. (2015). Addressing Inequality in 

South Asia. Washington, DC: World Bank. Retrieved at 

https://openknowledge.worldbank.org/handle/10986/20395.  

Sarker, A. R., Ali, S. Z., Ahmed, M., Chowdhury, S. Z. I., & Ali, N. (2022). Out-of-pocket payment 

for healthcare among urban citizens in Dhaka, Bangladesh. PloS one, 17(1), e0262900. 

Shahid, M. (2014). Impact of labour force participation on economic growth in Pakistan. Journal of 

Economics and Sustainable Development, 5(11), 89-93. 

Tkachenko, O.& Mosiychuk, T. (2014). Labour force availability as an economic development 

factor in post socialist countries. Economics & Sociology, 7(2), 64-79. 

Toda, H. Y.& Yamamoto, T. (1995). Statistical inference in vector autoregressions with possibly 

integrated processes. Journal of econometrics, 66(1-2), 225-250. 

https://openknowledge.worldbank.org/handle/10986/20395


110 Kazi Md. Nasir Uddin 

WHO. (2010). World Health Report: Health Systems Financing: The Path to Universal Coverage. 

Geneva: World Health Organization.  

WHO and World Bank (2015). Tracking Universal Health Coverage: First Global Monitoring 

Report. Geneva: WHO and Washington, DC: World Bank. Retrieved at 

http://www.who.int/healthinfo/universal_health_coverage/report/2015/en/  

World Bank. (2014a). World Development Indicators 2014. Washington, D.C.: World Bank. 

World Bank (2015b). Bangladesh Public Expenditure Review Update. Washington, D.C.: World 

Bank.  

World Bank (2016a). World Development Indicators 2015. Washington, D.C.: World Bank. 

World Bank. (2021). Fiscal Space for Health in Bangladesh: Towards Universal Health Coverage. 

Washington, DC: World Bank. 

World Bank Group. (2016). The World Bank in Bangladesh: Overview. Washington, D.C.: World 

Bank. https://openknowledge.worldbank.org/handle/10986/30521 License: CC BY 3.0 IGO. 

 

 

Article History:     Received: 14-08-23     Revised: 25-11-23     Accepted: 17-12-23 
 

 



Jagannath University Journal of Business Studies, Vol. 11, No. 1 & 2, 111-128, December, 2023 

EFFECT OF LEADERSHIP STYLES OF BRANCH MANAGERS 

ON ORGANIZATIONAL PERFORMANCE OF COMMERCIAL 

BANKS IN BANGLADESH: A STUDY ON RAJSHAHI CITY 
 

Mir Mokaddesh Ali
1
, Zannatul Ferdus

2
 and Md. Rashedul Hoque

3
  

 

 

Abstract 

Do leadership styles of managers really matter for increasing organizational performance?  

We have investigated this question in the light of five major leadership styles - 

transformational, authoritarian, transactional, participatory, and laissez-faire with experimental 

research design using a convenient sample, constituted with 35 branch managers from 

different commercial banks in Rajshahi city. Hence, the respondents have been surveyed with 

a structured set of questions and have subsequently got the significant association through 

Cronbach’s Alpha tests for the reliability of the data set, where Regression Analysis is used to 

show the overall effect and to test hypotheses. On the basis of these findings, we can clearly 

conclude that there is a strong link between leadership styles and organizational performance. 

The commercial banks in Bangladesh performed better and more consistently as a result of 

these leadership philosophies than ever before but, effective leadership may have the requisite 

authority to enhance oversight, strengthen regulatory capability, and simplify the application 

of prudential rules. 

 

Keywords: Leadership, leadership styles, commercial banks, organizational 

performance, banking sector 

 

1. Introduction 

Leadership is considered to be one of the key contributors to ensure proper 

development of organizational culture. An organization is very much dependent on 

the quality corporate culture of leadership, without proper leadership it is not possible 

to ascertain the situation within the organization. Good leadership quality is 

considered to be one of the key indicators in bringing about changes in organizational 

performance as well as subsequent development. In Bangladesh, the leadership 

pattern is changing to be in tune with the ever changing external business 

environment, openness of bosses, horizontal communication line and decision 

making procedures that involves everyone’s opinion. The details and information 

that’s been gathered from different high level corporate officials, newspapers and 
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articles in Bangladesh has reflected the idea about modern system of corporate 

leadership in Bangladesh in a changing perspective and adoption of new strategies in 

order to accomplish organizational objective in an easy manner. 

Leaders are significant sources of managerial advantage and long-term competitive 

advantage (Avolio et al., 1999).  In measuring organizational performance, leadership 

is a crucial factor (Rowe, 2001). Commercial banks are essential in financial 

intermediation since they enable the flow of money (Manasseh et al., 2021). They 

gather money and aid in the completion of business operations. Additionally, they aid 

in the transformation of risks and maturities (Hull, 2018). Since banks are essential 

for the financial development and stability of every nation, they also assist other 

businesses in thriving in today's intensely competitive markets. Arslan & Staub 

(2013) assert that to be successful in today's fiercely competitive marketplaces, 

organizations must improve their performance.In a wide range of human activities, 

including politics, business, academia, social work, etc., the word "leadership" has 

been used. Leadership is the capacity to motivate a team of individuals to work 

toward a common goal (Robbins & Judge 2017).  

Leadership is described by theorists as a process of transactions between leaders and 

assistants in which a leader attempts to influence the behavior of his or her 

subordinates to reach organizational goals (Lo, Ramayah, Min, & Songan, 2010). 

The performance of employees is impacted both directly and indirectly by leadership, 

and it is also possible to forecast the success or failure of a business more accurately 

by leadership, according to Asrar-ul-Haq & Kuchinke (2016).  

As per Lee and Chuang (2009), a great leader must both awaken subordinates' latent 

for increased efficiency and satisfy their demands, to accomplish organizational 

goals. Leaders directly affect how well their teams perform both individually and as a 

whole (Othman et al., 2014). To establish a vision, mission, and set objectives, as 

well as to direct and coordinate organizational efforts, as well as to design strategies, 

policies, and methods to achieve those objectives effectively and efficiently, 

leadership is essential in an organization (Xu & Wang, 2008).  

According to Ng'ethe, Namusonge, and Iravo (2012), a leadership style consists of 

techniques and strategies to motivate employees, implement plans, and lead. One of 

the things that affect an organization's performance is its leadership style. Several 

writers mention various leadership styles, including autocratic, transactional, 

transformative, participatory, visionary, and culture-based styles. (Mohammad et al., 

2017; Sofi & Devanadhen, 2015). Many studies have shown that there is a significant 

relationship between leadership style and organizational performance. Some 

leadership styles may be positively or negatively correlated with organizational 

performance, depending on the research variables used (Huang, 2006& Terry, 2010). 
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61 scheduled banks in Bangladesh operate under the full control and supervision of 

Bangladesh Bank which is empowered to do so through the Bangladesh Bank Order, 

1972 and Bank Company Act, 1991. Thirty-three traditional private commercial 

banks, ten Islami Shariah-based private commercial banks, six public sector banks, 

three specialized banks, and nine foreign-owned banks make up Bangladesh's 61 

active banks. (Bangladesh Bank, 2023).  Performance in the banking system is 

characterized by a quantifiable degree of financial stability for the banks, minimum 

levels of risk of any sort, and a consistent upward movement in profits from one year 

to the next (Monea, 2016). Profitability or profit maximization is the primary 

objective of a commercial bank to reduce risk exposure. Profitability highlights a 

bank's management excellence while expressing the bank's position on the financial 

system (Bătrâncea, 2010).  

In current times, many companies including banks are facing problems related to 

unethical practices, high labor turnover, poor financial performance, etc. This may be 

due to the lack of effective leadership. The main aim of many companies is to 

accomplish their stated objectives; hence, there is a need for effective leaders for 

coordinating and motivating employees (Vigoda-Gadot, 2012). Unfortunately, some 

companies do not take into account the leadership style adopted by their managers. 

Based on this premise, the current study's objectives are to examine how leadership 

styles affected organizational performance in Bangladeshi commercial banks, 

especially in Rajshahi City. 

 

Research Questions  

The following research issues will be addressed empirically as part of this study: 

i) What leadership styles promote organizational performance in Bangladesh's 

commercial banks? 

ii) What is the connotation between leadership styles and organizational 

performance?  

 

Research Objectives  

This study's major goal was to find out how leadership styles affected organizational 

performance in Bangladesh's commercial banks. The following goals were more 

specific: 

a)   to recognize the different leadership styles that managers of Bangladesh's 

commercial banks should use; and 

b)   to look into the kinds of leadership styles that enhances organizational 

performance. 
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2. Literature Review 

2.1 Leadership Style 

According to Stogdill (1948), a leadership style denotes a certain approach and set of 

skills planned to achieve organizational objectives and ultimately influence all 

organizational operations. As per Fiedler (1969), a leadership style is a kind of 

connection where someone utilizes their authority and methods to convince a lot of 

others to cooperate on a project.Leadership styles are the distinctive strategies used 

by leaders of various companies to achieve a specific goal (Osabiya & Ikenga, 

2015).According to contemporary leadership style theories, there are five different 

types of leadership, including charismatic leadership, transactional leadership, 

transformational leadership, visionary leadership, and culture-based leadership (Yukl, 

2006).One of the elements that can either increase or decrease a person's interest and 

commitment to an organization is their leadership style (Mureithi, 2012). 

 

2.2 Organizational Performance 

In the literature on business, organizational performance has emerged as one a 

multifaceted and complicated phenomenon (Sofi, 2015). The ability of an 

organization to meet the production, profit, development and growth goals that its 

founder or leader planned is known as organizational performance. Organizational 

performance includes achieving objectives like maximum profit, high-quality 

products, increasing market share, lucrative financial results, and a successful 

development and expansion strategy (Koontz and Donnell, 1993). A company's 

performance can also be used to compare to competing companies' levels of 

profitability, market share, and product quality (Saasongu, 2015). 

 

2.3 Leadership Styles and Organizational Performance 

Understanding the leadership impacts on organizational success is essential in today's 

competitive world. The majority of academics come to the conclusion that one of the 

competitive tools a dynamic business needs is leadership. Due to their importance, 

leadership and organizational performance have attracted a lot of attention in 

priorstudies (Mehta & Kaur, 2016).Since leadership influences organizational 

performance and good leadership helps businesses go through change and 

transformation, it has become increasingly important to consider the role of 

leadership in organizations (Karaveliolu, 2014).  

According to research by Obiwuru, Okwu, Akpa, and Nwankere (2011) on the 

connection between leadership and organizational performance, transactional 

leadership style had a significantly beneficial impact on performance whereas 

transformational leadership style had a marginally good impact. Ethelmary & 

Anthony (2020) conducted research on the effect of leadership styles on 
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performance. The study's specific goal was to ascertain how different leadership 

styles—autocratic, laissez-faire, democratic, and transformational—affect the 

organizational performance of Nigeria's Anambsra State foam manufacturing 

companies. The study concluded that the effectiveness of organizations is seriously 

impacted by authoritarian leadership.Laissez-faire, democratic, and transformational 

leadership styles have considerably increased organizational performance.  

Makambe & Moeng (2019) sought to determine the connection between leadership 

style and employee performance at a specific bank in Botswana with an emphasis on 

the transactional, transformative, and participative leadership styles. Employee 

performance was positively and significantly impacted by the employment of the 

participative and transactional leadership styles, but not by the transformational 

leadership style. Sadrul & Azizur (2022) investigated how bank managers of 

commercial banks saw their staff members in Rangpur, Bangladesh. They studied 

both transactional and transformative styles. The results of the study demonstrated 

that both transformational and transactional leadership have a favorable effect on 

bank employees' performance.  

Benkhoff (1997) used correlation analysis to examine the connection between 

organizational performance as measured by sales goals and profit margins. The study 

showed a strong relationship between leadership and the financial success of bank 

branches. Actual leadership is viewed as a effective source of management 

advancement and a long-term competitive advantage for enhancing organizational 

performance (Avolio, 1999; Rowe, 2001). The performance of people and 

organizations can be significantly impacted by a leader's leadership style and 

behavior. An essential component in determining organizational effectiveness is the 

leadership styles or practices that mobilize human resources (Waldman et al., 2001). 

Ojokuku & Adetayo (2012) show leadership styles are an essential component for the 

survival and longevity of an organization.  

The most promising leadership styles, according to Burns (1978), are 

transformational and transactional leadership. He claims that transactional leadership 

is more common than transformational leadership, although having fewer dramatic 

impacts. The team members of transformational leaders are encouraged to go above 

what was previously expected of them. However, Bass (1985) expands on the ideas 

of transactional and transformational leadership. Transformational leaders are able to 

motivate their teams to raise their chances of success and support the growth of their 

members' innovative problem-solving skills. Additionally, it has been revealed that 

this leadership style fosters better levels of organizational commitment that are linked 

to business unit performance (Barling et al., 1996).  Based on 151 firms in IT 

industries, Kieu (2010) highlighted that transformational leadership has a favorable 

and significant relationship to organizational performance.  
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Employee effectiveness in a laissez-faire environment is fully dependent on team 

members' capabilities, competencies, and skills (Adler & Reid, 2008). Leaders allow 

followers total freedom to do things their way and reach important conclusions 

(Coyle-Shapiro, 2013). Laissez-faire, according to some eminent researchers, 

improves employee performance and job satisfaction, but if teams don't effectively 

manage their time or complete their work, it can be detrimental (Martin, 2013). 

Because everyone views themselves as their own boss, laissez-faire leadership tends 

to generate disorder within an organization (Monzani, 2015). 

The democratic or participatory leadership style entails the leader delegating 

decision-making authority to team members while supporting their interests and 

upholding social equality (Foster, 2002). When instructions are provided, 

participation can have a moral advantage such that people will cooperate more 

readily because they are involved in the organization's affairs (Appadorai, 2005). 

Democratic leadership seems ideal in theory, but it frequently becomes bogged down 

in its own cumbersome procedure and necessitates a lot of work to produce workable 

outcomes (Michael, 2010).To eliminate possible barriers in the system and stimulate 

individuals to attain certain goals, a transactional leader ensures that internal players 

are aware of the ways to achieve those goals (House & Aditya, 1997).The 

relationship that develops between a leader and a follower is supported by an 

interchange or reward system (Bass & Avolio, 2004).The components of 

transactional leadership are: contingent reward, wherein an exchange arrangement or 

potential incentives are related to the performance of subordinates; Exceptional 

active management, in which leaders keep an eye on adherents' performance and take 

appropriate action to confirm objectives are fulfilled; by exception, passive 

management is when leaders do nothing until there is a significant problem (Bass, 

1997).  

Similar to directive leadership, authoritarian leadership encourages followers to 

follow orders and learn how to accomplish their jobs well despite their motivation to 

do otherwise (Northouse, 2012). When the leader demands that subordinates obey the 

rules without question, it is considered to be strict leadership. It has centralized 

control over followers, with decision-making being limited to the leader (Mind Tools 

Ltd, 2012).Nagendra and Farooqui (2016) make an effort to look at the most favored 

leadership behaviors among the transformational and democratic leadership styles 

and how they affect the performance of the employees and the organization in the 

Bank of Pune. Results indicate a link between leadership style and organizational 

performance. According to the study's findings, the management of the banks should 

adopt a democratic and transformational leadership style if they want to become 

more competitive internationally. 
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Al Khajeh (2018) examines the impact of leadership styles on the organizational 

performance. The results indicated that charismatic, bureaucratic and transactional 

leadership styles have negative relationship with organizational performance. 

Transformational, autocratic, and democratic leadership styles, on the other hand, had 

a positive relationship with the organizational performance. It has been recommended 

that organizations use the leadership style that enhances the capabilities and abilities 

of the people. 

Based on the existing literature review, it is hypothesized that: 

H1a: Transformational leadership has a positive effect on organizational 

performance. 

H2a: Laissez-faire leadership has a positive effect on organizational 

performance. 

H3a: Authoritarian leadership has a positive effect on organizational 

performance. 

H4a: Transactional leadership has a positive effect on organizational 

performance. 

H5a:  Participative leadership has a positive effect on organizational 

performance. 

 

3. Research Gap and Problem Statement 

Based on the evaluation of the prior research, there are knowledge gaps and 

population gaps. Regarding Bangladesh, a considerable body of writing in the fields 

of leadership style and organizational performance can be found, including the 

impact of autocratic, democratic and laissez-faire leadership styles on the success of 

the different popular restaurants of Mymensingh, Bangladesh by Jony et al. (2019), 

Mohammad, Chowdhury & Sanju (2017) in their research was aimed at defining the 

correct leadership in Bangladesh's banking industry. Akther (2015) conducted a study 

to investigate managers’ leadership styles during mergers in Bangladesh's hospitality 

industry. Sadrul & Azizur (2022) investigated current leadership approaches 

(transformational and transactional) among bank managers of commercial banks in 

the perception of bank employees working in Rangpur city, Bangladesh. Alam, 

Mollah, & Ahmed (2015) focuses on the effects of leadership on organizational 

performance considering DBBL as the prime case in Bangladesh. Azim, Tarannum, 

& Patwary (2017) studied the effects of leadership style in the fisheries business 

sector in Bangladesh. This population segment (private commercial banking sector of 

Bangladesh, Rajshahi City) has been under-researched in the prior literature. Since 

there is room for more investigation. 
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Commercial banks conduct their operations in the traditional business of taking 

deposits and making loans, as opposed to merchant banking, where the main 

objective is to support businesses by offering loans, and borrowing money. This 

research seeks to understand the variety of leadership styles in relation to 

Bangladesh's banking sector in light of the aforementioned literature. Bangladesh's 

banking sector is presently in a stage of expansion. However, since 2010, the sector 

has been dealing with a number of issues related to low profitability (return on asset, 

return on equity, and non-performing loan) (Mohammad et.al., 2017). Effective 

leadership may have the requisite authority to enhance oversight, strengthen 

regulatory capability, and simplify the application of prudential rules. That is why it 

is important to talk about leadership behaviors. 

 

4. Conceptual Framework  

This study identified ―different leadership styles like ‘transformational’, ‘laissez-

faire’, ‘authoritarian’, ‘transactional’, ‘participative’ as independent variables. 

 

4.1 Conceptual Framework  

This explains graphically or in narrative form the main dimensions that will be 

studied. It seeks to clearly define relationship among variables under study and its 

usefulness in research studies as it seeks the foundation of how concepts are related 

(Mugenda & Mugenda, 2003).The state-of-the-art paradigm within leadership is the 

theory of transformational – transactional leadership proposed by Burns (Burns, 

1978) and further developed Bass and Avolio (Bass & Avolio, 2000). Over the last 

two decades, the Multifactor Leadership Questionnaire (MLQ) has been developed 

and validated (Avolio & Bass, 2004). It is now the standard instrument for assessing 

a range of transformational, transactional and non-leadership scales. The 

effectiveness of transformational leadership has been proven in a number of settings 

and in many countries around the world (Judge & Piccolo, 2004). In order to 

determine the effects of leadership styles on organizational performance of 

commercial banks of Bangladesh, the researcher developed a conceptual framework 

from MLQ theory partially that highlights transformational, laissez-faire, 

authoritarian, transactional and participative leadership styles as the independent 

variables in line with the study’s specific research objectives. 

This study also aims at constructing the regression model using multiple regression 

analysis to show the relationship between leadership styles and organizational 

performance of commercial banks of Bangladesh. The model is as follows:  
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Y = a + b1 x1 + b2 x2 + b3 x3 +----------+ bnxn. 

Where,  

Y= Organizational Performance 

x1, x2, x3, and xn = Leadership Styles   

a= constant 

b1, b2, b3, and bn =   The coefficient  

 

 
Figure 1: The conceptual framework 

 

X1= Transformational 

X2= Laissez Faire 

X3= Authoritarian 

X4= Transactional 

X5= Participative 

Dependent Variable: Y= Organizational Performance 

 

5.1 Sampling area and sample selection 

The 35 commercial banks in Rajshahi whose branch managers were specifically 

chosen for the study by the researchers. The sample size was decided using a 

convenient sampling technique. 

 

5.2 Questionnaire design 

A structured set of questions was developed based on the objectives of the research 

and the relevant literature. A structured questionnaire was distributed among the 

selected respondents. Five-point Likert scale was used for questions ranging 

Transformational  

Laissez Faire 

Organizational Performance 
Authoritarian 

Transactional 

Participative 
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responses from strongly agree to strongly disagree. The questionnaire contains five 

leadership style characteristics or aspects that have an impact on how well 

commercial banks perform as an organization in Bangladesh. Pretesting of the 

questionnaire was conducted to assure the reliability of the research instrument. 

 

5.3 Data Collection 

In the current investigation, both primary and secondary sources were used. 

Secondary data are gathered from literature in the aforementioned field, including 

articles from various magazines, periodicals, annual reports from particular 

commercial banks and the Ministry of Finance, pertinent books, various government 

papers, and various websites. The questionnaire survey is how the primary data are 

gathered.Each respondent is given a copy of the questionnaire personally (face to 

face) to ensure the highest possible response rate (Zikmud, 2003). 

 

5.4 Data Analysis Techniques 

The data have been collected from the questionnaires. Then the data have been coded 

and analyzed by using the Statistical Software Package for Social Sciences (SPSS) 

software version 27. Cronbach’s Alpha has been used to test the reliability of the 

results. Regression Analysis is used to show the overall effect of the independent 

variables on the dependent one and for testing hypotheses. 

 

6. Analyses and Findings 

The study develops five groups of variables of leadership styles namely 

‘transformational’, ‘laissez-faire’, ‘authoritarian’, ‘transactional’, and ‘participative’ 

and their effects on the organizational performance of commercial banks in 

Bangladesh, Rajshahi city. 

 

6.1 Test of Reliability and Validity 

By calculating Cronbach's alpha, it has been confirmed that the items were initially 

reliable. Churchill (1979) viewed a Cronbach's alpha value of 0.60 or above as 

suitable for the type of exploratory investigation. It is discovered that all of the 

study's variables are trustworthy, and the outcome is more than 0.7, indicating a 

positive result (Drost, 2011). Cronbach's alpha is acceptable between 0.7 to 0.8. 

(Field, 2009). 

 

Table 1: Reliability Statistics 
 

Cronbach's Alpha No. of Items 

.782 06 
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The above table (Table1) of Cronbach’s alpha (α) of 0.782 (measure of scalability) 

implies that the questionnaire is reliable. Therefore, the variables were deemed to 

have adequate reliability. 

 

6.2 Component for Regression Analysis 

6.2.1 Anova 

Anova shows the overall effect of the independent variables on the dependent one. 

The following table shows the results and interpretations: 

 

Table: 1 ANOVA 
 

Model 
Sum of 

Squares 
Df Mean Square F Sig. 

1 

Regression 10.816 9 2.962 2.341 .000a 

Residual 83.037 26 1.263   

Total 93.853 35    

Predictors: (Constant), transformational, laissez-faire, authoritarian, transactional, participative 

Dependent Variable: Organizational Performance 

 

The above table (table 1`) shows that the P value (.000) is lower than the standard 

value (.05) of the level of significance, which indicates that, the overall influence of 

the styles of leadership on organizational performance of commercial banks of 

Bangladesh. 

 

6.2.2 Model Summary 

The model summary indicates the percentage of the influence of the independent 

variable on the dependent one. The indicators in the following table: 

 

Table:2 Model Summary 
 

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

Estimate 

1 .853 .715 .731 1.13012 

a. Predictors: (Constant), transformational, laissez-faire, authoritarian, transactional, 

participative 
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From the above table (Table 2), it is found that the value of R is .854, whichindicates 

that the impact of the independent variables on the dependent variable is very strong 

and enough to represent the model. Followingthe value of the Adjusted R Square, it 

indicates that the styles of leadership have influences at 73.1% ontheorganizational 

performance of commercial banks of Bangladesh. 

 

6.2.3 Coefficient 

The coefficient shows the value of the coefficients of the regression model. Since the 

beta value of standardized coefficients is 0, the unstandardized coefficients column is 

to explain 

 

Table: 3 Coefficients 
 

Variables (Factors) 

Unstandardized 

Coefficients 

Standardized 

Coefficients T Sig. 

Collinearity 

Statistics 

B Std. Error Beta Tolerance VIF 

(Constant) 2.100 .754  2.762 .006   

Transformational .328 .117 .261 2.723 .003 .654 1.377 

Laissez-faire .239 .108 .211 .916 .446 .770 1.265 

Authoritarian .029 .115 .028 2.262 .022 .661 1.437 

Transactional .076 .100 .079 2.106 .030 .731 1.447 

Participative .079 .100 .087 2.634 .010 .793 1.281 

Dependent Variable: 

Organizational Performance 
      

 

In the above table (Table 3), it is seen that the p value of independent variables: 

‘transformational’, ‘authoritarian’ ‘transactional’ and ‘participative’ are only 

significant (p<.05); that means they have a significant influence on the dependent 

variable. So the hypotheses H1a, H3a,H4a and H5a are accepted. It is also seen that 

the p value of the variables:‘laissez-faire’ is not significant (p>.05). This means, 

these variables don’t affect the organizational performance of commercial banks in 

Bangladesh and hence, hypothesis H2ais rejected. The reason behind this can be, that 

this factor is not more influential to the respondents than the other stated factors: 

transformational’, ‘authoritarian’, ‘transactional’ and ‘participative’. The VIF 

(variance influence factor) indicates that all of the variables do not have any 

multicollinearity effects. Multicollinearity/collinearity refers to the correlation among 

the independent variables. 
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7. Discussion of the Findings 

This study has focused on the impact of leadership styles on organizational 

performance. The focus was on five leadership styles- transformational, laissez-faire, 

authoritarian, transactional, and participative. The results of this study revealed that 

there is a relationship between leadership style and organizational performance. 

According to the study, organizational effectiveness is increased by leadership styles 

that are transformational, transactional, and participative, in which followers are 

assisted in achieving their goals and requirements and employees are given a sense of 

belonging and more responsibility. Unexpectedly, the performance of banks is 

positively impacted by the authoritarian leadership style. On the other hand, laissez-

faire leadership has no major impact on the banks’ performance. These conclusions 

are backed up by the study of Ojokuku & Adetayo (2012), Jony et al. (2019), and Al 

Khajeh (2018). 

 

8. Conclusions 

This study shows that leadership style and organizational performance are linked and 

that these effects can be both favorable and unfavorable. Employees should get 

opportunities, a sense of belonging, and participation in decision-making are all vital 

components of a leadership style. In this context, it is recommended that 

organizations should focus on using transformational, transactional, and participative 

leadership styles in the organizations to improve organizational performance. When 

staff members are well aware of their roles and possess good analytical abilities, as 

well as when managers have a high level of trust in their employees and they never 

place responsibility for mistakes on one another, laissez-faire leadership is the best 

approach. 

In conclusion, there isn't a perfect leadership approach for every circumstance. Bank 

managers must evaluate and determine whether leadership style has a stronger 

connection to performances that fit their firm. 

 

9. Limitations and Future Research Directions 

Future studies can use this study as a guideline. Our focus is on whether 

"transformational," "laissez-faire," "authoritarian," "transactional," and 

"participative" approaches will have an impact on the organizational performance of 

Bangladeshi commercial banks. This study was done in Rajshahi City, and the 

sample size was just 35. As a result, we think that further research in this area can be 

prepared with a larger sample size. It is proposed that future researchers who plan to 

look into the same topic should broaden the scope of this study. The broadening of 

this topic's breadth may ultimately result in generalization and application in other 

organizations, particularly financial institutions. 
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