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Abstract 

Corporate Governance (CG) largely determines how well the interests 
of the stakeholders are being maintained. CG codes have been 
established as an important effort to ensure accountability and 
responsibility from the companies concerned. However, assessment is 
required as to what extent these codes are actually practiced in real 
world. This study attempts to examine the CG practices in the banking 
sector of Bangladesh, where institutional credibility and transparency 
are believed to be even more crucial. Here, sixty seven CG code 
attributes have been examined from ten scheduled banks. These 
attributes have been further classified in six broad headings, namely 
board issues, shareholder rights & disclosure of information, 
financial reporting, audit practices, disclosure & transparency and 
HRM practices. Hypotheses for the study have been developed from 
the research questions. The results and analysis indicate compliance 
of CG code in the banks falls short of requirements. Consequently, the 
study recommends greater regulatory monitoring to ensure the 
exercise of good governance in Bangladeshi Banks. 

Keywords: Corporate governance, commercial banks, Bangladesh, 
NCBs, PCBs, CG codes 

68 
 



Authors: S.M. Zahidur Rahman is Associate Professor of Business 
Administration at Khulna University, Bangladesh. 
Email: zahid_iba@yahoo.com. 

S.M. Arifuzzaman is Assistant Professor of Business Administration 
at Khulna University, Bangladesh. 
Email: arifuzzaman.sm@gmail.com. 

M.M. Khairul Alam is an independent researcher and executive at 
VIYELLATEX Group, Dhaka, Bangladesh. 
Email: kalam.mba08ku@gmail.com. 

1. Introduction 

Corporate governance (CG) is a combination of corporate policies and 
best practices adopted by corporate bodies to achieve their objectives 
in relation to their stakeholders’ expectations. It fundamentally aims 
to enhance corporate transparency and accountability (Thapa, 2008). It 
is widely recognized that transparency enhances trust among the 
major players within the governance framework and CG is equally 
significant for all types of corporate institutions. Additionally, good 
CG in the financial sector is considered to be an integral part of the 
development of sound, transparent and properly functioning money 
and capital markets by stimulating investor confidence. Furthermore, 
it is a very crucial and essential element for the banking system 
because bank and financial institutions depend on Other Peoples’ 
Money (OPM) (Abbasi, Kalantari & Abbasi, 2012). However, in an 
environment such as Bangladesh, where organized markets are 
nascent and a weak market for corporate control has been observed 
historically, CG structures have not always been in evidence. There 
may be a gap between major stakeholders like owners, depositors and 
management. So, evaluation and review of the performance of the CG 
of commercial banks is needed to ensure transparency and 
accountability. In addition, lack of adequate control mechanisms and 
transparency in banks may lead to issues of moral hazard. Ultimately, 
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it may disrupt the stability of the entire money and capital market. 
However, to date researchers in Bangladesh have not placed adequate 
focus on this area and those who have studied this area have not come 
up with very optimistic results. This study particularly puts light on 
the extent of CG in the country and attempts to evaluate actual 
governance practices in the banks of Bangladesh. 

2. Objectives of the Study 

The broad objective of this study is to evaluate the CG practices of the 
commercial banks of Bangladesh. The specific objectives are: 

• To investigate the current practice of CG in terms of 
accountability to stakeholders; 

• To evaluate how far the current practice of CG passes the test 
of fairness; 

• To evaluate the extent of transparency in CG perceived by all 
stakeholders; 

• To examine the state of human resource management (HRM) 
practices of the banking sector of Bangladesh. 

The following research questions have been developed to meet these 
objectives: 

• What are the provisions for Board of Directors issues in CG 
codes? 

• What are the issues concerning Board practices in the banking 
sector of Bangladesh? 

• Are there provisions for Shareholder Rights and Disclosure of 
Information and, if so, do these satisfy the CG codes? 
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• Are the provisions for Financial Reporting in the banking 
sector of Bangladesh satisfying the CG codes? 

• What are the provisions for Audit Practices in the banking 
sector of Bangladesh? Are these satisfying the CG codes? 

• What are the provisions for Disclosure and Transparency in 
the banking sector of Bangladesh? How far do these practices satisfy 
the CG codes? 

• Are the HRM practices in the banking sector of Bangladesh 
satisfying the CG codes? 

In order to examine these research questions, an assumption has been 
made that “60% or more of the banks in Bangladesh comply with 90% 
or more issues of the CG codes. Compliance of CG codes for each 
issue is determined when 60% or more banks have complied with 
90% or more issues of the CG codes.” With this assumption, the 
following research hypotheses have been developed and tested at a 
5% significance level by two-tailed tests: 

H01: There is no significant difference between CG codes on board 
issues and the practices of the same at sample banks as per the 
assumption. 

H02: There is no significant difference between CG codes on 
shareholder rights and disclosure of information and the practices of 
the same at sample banks as per the assumption. 

H03: There is no significant difference between CG codes on financial 
reporting and the practices of the same at sample banks as per the 
assumption. 
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H04: There is no significant difference between CG codes on audit 
practices and the practices of the same at sample banks as per the 
assumption. 

H05: There is no significant difference between CG codes on 
disclosure and transparency and the practices of the same at sample 
banks as per the assumption. 

H06: There is no significant difference between CG codes on HRM 
and the practices of the same at the banks as per the assumption. 

3. Literature Review 

Corporate Governance (CG) has become one of the most common 
buzzwords in business world and is frequently used by academics, 
practitioners and the popular press (Denis, 2001). The Cadbury Report 
(1992) defines CG as a “system” by which companies are directed and 
controlled. Kocourek, Burger & Birchard (2003) state that governance 
begins at home, inside the boardroom and among the directors. It is 
embedded in how, when and why they gather, interact and work with 
one another and with management – in other words, the soft stuff of 
management. However, qualitative reforms to the behaviours, 
relationships and objectives of the directors and CEO are meaningless 
unless they are subject to the “hard” mechanisms of performance 
criteria, processes and measurement. According to Tricker (1994), CG 
is an umbrella term that includes specific issues arising from the 
interactions among senior management, shareholders, BOD and other 
corporate stakeholders. In its narrowest sense, the term may describe 
the formal system of accountability of senior management to the 
shareholders. At its most expansive sense, the term is stretched to 
include the entire network of formal and informal relations involving 
the corporate sector and their consequences for society in general. 
John and Senbet (1998) propose a more comprehensive definition that 
“corporate governance deals with mechanisms by which stakeholders 
of a corporation exercise control over corporate insiders and 
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management such that their interests are protected.” They include 
stakeholders, not just shareholders, but also debt-holders and even 
non-financial stakeholders such as employees, suppliers, customers 
and other interested parties. 

Good CG is now widely recognized as an essential driver of 
establishing an attractive investment climate characterized by 
competitive companies and efficient financial markets. The absence of 
good CG may not only disrupt corporate operations but also have a far 
reaching impact on the economy overall. Anwar (2009) argues the 
U.S financial crisis occurred due to regulatory governance failures. He 
further describes a company as non-compliant when it fails to comply 
with the CG codes and creates opacity in place of transparency, 
accountability, monitoring and oversight of their own managerial 
practices. 

In the exploration of literature in the CG practices of banks, authors 
identify three distinct strands. The first one focuses on how the CG 
practices in banks differ from those in non-banking firms (Prowse 
2003; Morgan 2002; Macey & O’Hara 2003). Furfine (2001) opines 
that banks have two related characteristics that inspire a separate 
analysis of their CG. First, banks are generally more opaque than 
nonfinancial firms. Although information asymmetries plague all 
sectors, evidence suggests that these informational asymmetries are 
larger with banks. The second strand focuses on how better 
governance practices in banks can help their financial development 
and growth (Levine, 1997; Bushman & Smith, 2003). Bushman & 
Smith (2003) discussed economics-based research focused primarily 
on the governance role of financial accounting information and 
propose future research ideas. They proposed a framework that 
isolates three channels through which financial accounting 
information can affect the investments, productivity and value-added 
of firms. The first channel involves the use of financial accounting 
information by managers and investors in identifying promising 
investment opportunities. The second channel is the use of financial 
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accounting information in corporate control mechanisms that 
discipline managers to direct resources toward projects identified as 
good and away from projects identified as bad. The third channel is 
the use of financial accounting information to reduce information 
asymmetries among investors. The third and last strand focuses on CG 
practices in banks from the perspective of its impact on the 
performance and efficiency of the banks themselves (Jensen & 
Meckling 1976; Williamson 1985; Hovey, Li & Naughton, 2003). 
This strand has roots in the agency theory and underpins the study. 
The CG of banks in developing economies is important for several 
reasons. First, banks have an overwhelmingly dominant position in 
developing financial systems within an economy and are extremely 
important engines of economic growth (King & Levine 1993a,b; 
Levine 1997). Second, as financial markets are usually 
underdeveloped, banks in developing economies are typically the 
most important source of finance for the majority of firms. Third, as 
well as providing a generally accepted means of payment, banks in 
developing countries are usually the main depository for the 
economy’s savings. Fourth, many developing economies have 
recently liberalized their banking systems through 
privatization/disinvestments and reducing the role of economic 
regulation (Das & Ghosh, 2004). For financial institutions like 
commercial banks, CG is even more important as there is the risk of 
moral hazard (Anwar, 2009). The CG codes were established to 
eliminate any scope for deviation from regulatory standards 
voluntarily or involuntarily by financial institutions. 

Banking companies pose unique CG issues as they differ greatly with 
other types of firms in terms of the broader extent of claims on the 
banks assets and funds (Reaz & Arun, 2005). Macey & O’Hara (2003) 
argued that a broader view of CG should be adopted in the case of 
banking institutions, arguing that because of the peculiar contractual 
forms of banking, CG mechanisms for banks should encapsulate 
depositors as well as shareholders. Arun & Turner (2003) supported 
the need for this broader approach to CG for banking institutions and 
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also argue for government intervention to restrain the behaviour of 
bank management. 

In Bangladesh, poor bankruptcy laws, no push from the international 
investor community, limited or no disclosure regarding related party 
transactions, weak regulatory system, general meeting scenarios and 
lack of shareholder active participations are some of the individual 
constituents that have been identified as reasons for the absence of CG 
(Ahmad & Yusuf, 2005). Despite the expansion, the operational 
efficiency of the banking institutions has continued to be dismal 
(Sayeed, 2002; Raquib, 1999). The sector witnessed increasing 
numbers of non-performing assets, provision and capital shortfalls, 
eroded credit discipline, rampant corruption patronized by political 
interests, low recovery rate, inferior asset quality, managerial 
weaknesses, excessive interference from government and owners, 
weak regulatory and supervisory roles (Hassan, 1994; USAID, 1995). 
Internal control systems, along with accounting and audit qualities, are 
believed to have been substandard (Raquib, 1999; CPD, 2001). Many 
of the problems have been attributed to the lack of sound CG among 
the banks. The reports by the Banking Reform Commission (1999) 
and BEI (2003) raise serious concerns about the banking sector and 
criticize the quality of governance that prevails there in Bangladesh. 
Given this backdrop, the current study attempts in particular to 
explore and examine the present status of CG practices in commercial 
banks in Bangladesh. 

Previous research is this area and relevant literatures have been 
considered to develop the issues of investigation in CG practice. The 
Basel Committee on Banking Supervision or BCBS (BIS, 2010) 
defines the following critical areas of CG: 

• Board Qualifications & Structure: Board members should 
be and remain qualified, including through training, for their 
positions. They should have a clear understanding of their role in 
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corporate governance and be able to exercise sound and objective 
judgment about the affairs of the bank. 

• Board Practices: the Board’s overall responsibilities include 
approving and overseeing the implementation of the bank’s strategic 
objectives, risk strategy, corporate governance and corporate values. 
The board is also responsible for providing oversight of senior 
management. 

• Internal Control: Establishing effective internal control 
system for accountable and efficient operations. 

• The Committees of the Board: Establishing and overseeing 
different committees to perform duties including the audit committee, 
the Risk Management Committee and the Governance Committee 
with the combined responsibilities of nomination, remuneration, 
succession planning, training and performance evaluation. 

Further the following priority issues in CG were identified by the 
Taskforce on Corporate Governance or TCG (2004): 

• Preventing Abusive Related-Party Transactions: 
Inspection of the existing firewall. Creation of specialized committees 
to monitor and approve related-party transaction and then publicly 
disclose such transactions. 

• Bank Holding Companies and Groups of Companies 
Holding Banks: a bank’s parent company should not impede the full 
exercise of the CG of the bank within the banking group. 

• Disclosure: the effort to promote convergence with 
international standards on accounting and other practices should be 
encouraged. 
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• Bank’s Autonomy in Relation to the State: the state as 
owner should respect the legal corporate structures of State-Owned 
Commercial Banks. 

• Bank’s Monitoring of the CG Structure of Its Corporate 
Borrowers: the extent to which banks should assess or monitor the 
CG of their corporate borrowers or seek to improve it. 

Finally, board issues, shareholder rights and disclosure of information, 
financial reporting, audit practices, disclosure and transparency and 
HRM practices have been selected as broad areas of CG practice 
which originate from 67 attributes. 

4. Research Methods 

The theoretical foundation of this study has been established from 
initial exploratory research. Both secondary and primary data have 
been used in this study. Secondary data has been collected through a 
wide array of sources, including books, articles journals, magazines, 
internet websites and newspapers. The primary part of this study 
started with the completion of the theoretical foundation and the 
primary data sources were the management representative of banks in 
Bangladesh. A total of ten scheduled banks were selected as the 
sample, of which two were Nationalized Commercial Banks (NCBs), 
namely Janata Bank Limited and Sonali Bank Limited, seven were 
Private Commercial Banks (PCBs), namely Eastern Bank Limited, 
Bank Asia Limited, Mercantile Bank Limited, Islami Bank 
Bangladesh Limited, Social Islami Bank Limited, Dutch-Bangla Bank 
Limited and ICB Islamic Bank Limited, with the last a Foreign 
Commercial Bank (FCB), namely Standard Chartered Bank. The 
sample was selected using a non-probability convenience sampling 
technique. An area sampling method has been used for selecting the 
samples. For this study, a pre-tested questionnaire has been developed 
to collect specific information about CG practices by the selected 
banks. The questionnaire was made semi-structured to allow for in-
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depth interviews with key individuals of the companies. Different 
types of measurement scales have been used in developing the 
questionnaire. Scales include simple nominal scales, 
ranking/percentile ordinal scales, interval scales, Likert scales and 
others. In this study, each element of the major issues of CG has been 
tabulated and analyzed. Then, each element of the major issues was 
communicated to the corresponding heads to perform statistical 
analysis in order to fulfill the objectives of the study. To conduct this 
study, the major statistical tools that have been used are percentiles, 
means, standard deviations and z-tests. Percentile analysis helped to 
determine the proportion of banks complying with CG codes; means 
and standard deviations assisted in exploring the reliability and 
validity of the study and z-tests assisted in exploring the acceptance or 
rejection of hypotheses. 

5. Results and Discussion 

5.1. Board Issues 

Effectiveness of the Board: to determine the effectiveness of the 
board, several factors were examined, such as the size of the Board 
and its structure, the presence and effectiveness of the independent 
directors, separation of the chairperson and CEO and the performance 
evaluation of the CEO by the board. All banks have a Board of 
Directors (BOD) and board size and presence of independent directors 
was found to be within the statutory requirement stated by the SEC. 
Every bank has a mission statement but only 10% of the banks 
annually evaluated the mission statement in the light of material 
events. Every bank was found to have written responsibilities for the 
BOD and they each attended the majority of the meetings. They were 
also found to be qualified but only 10% of them were provided with 
training opportunities. There is a code of conduct for BODs and 40% 
of the banks have external advisors for the company to advise 
directors on their duties and responsibilities. Only 10% of the banks 
evaluate the performance of the directors and 40% of the banks 

78 
 



provide competitive remuneration. The compliance level of the 
appointment of the CEO by board is 80% and in all banks the CEO 
and the chairperson are different individuals. CEO performances are 
evaluated by 80% of the banks, although only 10% of the banks 
review CEO compensation. Every bank has independent directors and 
the compliance level of the effectiveness of independent directors is 
30%. 

Function of the Board and Board Committees: the interests of the 
investors and other stakeholders in the company are safeguarded 
through various committees. In the best practice guidelines, three 
major committees are recommended. These are the audit committee, 
the compensation committee and the nomination committee. This 
study reveals that all banks have audit committees but the compliance 
level on compensation and nomination committees is only 10%. Every 
bank has an finance expert in its audit committees and the minutes of 
the audit meetings were properly recorded. 

Board Meetings: this study shows that board meetings are held quite 
frequently (2-3 times in a year). In terms of average attendance and 
time spent, the survey found that the average time spent for each 
meeting is between two and three hours and that between 80% and 
90% of the members attended these meetings. These board issues have 
been summarized in Table 1 below. 

In the table, nine attributes show non-compliance because of being 
below the 60% (redline cut-off point) compilation rate. The data 
reveals that Evaluation of Board Mission, Directors’ Training, 
Directors’ Evaluation, Review of CEO Compensation, Presence of 
Board Compensation Committee and Presence of a Board Nomination 
Committee are the factors with the highest rate of non-compliance. 
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Sl. 
No. 

CG Code Attributes Indicator 
(%) 

Compliance 

1 Presence of Board 100 Yes 
2 Size of BOD between 7 to 15 100 Yes 
3 BOD mission 100 Yes 
4 Evaluation of Board mission 10 No 
5 Written responsibilities for the BOD 100 Yes 
6 Directors’ qualifications 100 Yes 
7 Presence of individual director at 

majority of meetings 
100 Yes 

8 Directors’ training 10 No 
9 Code of Conduct for Directors 100 Yes 
10 External Advisor 40 No 
11 Directors’ evaluation 10 No 
12 Directors’ remuneration 40 No 
13 Appointment of CEO by the Board 80 Yes 
14 Separation of chairperson from CEO  100 Yes 
15 CEO performance evaluation  80 Yes 
16 Review of CEO’s compensation 10 No 
17 Presence of Independent Directors 100 Yes 
18 Effectiveness of Independent 

Directors 
30 No 

19 Presence of Board Audit Committee  100 Yes 
20 Presence of Board Compensation 

Committee 
10 No 

21 Presence of Board Nomination 
Committee 

10 No 

22 Finance expert on audit committee 100 Yes 
23 Record of minutes of audit meeting 100 Yes 
24 Frequency of Board meetings 60 Yes 
Table 1: Summary of Compliance with Board Issues; source: Original 
Research 

So, 1524=n , =x , 90.0=p , 10.0=q , 60.2190.024 =×=np , SD

47.110. =  06.21 ×=npq=

Where, n = Number of total attributes 
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x = Number of complied attributes 

p = Assumed Probability of compliance 

q = Probability of non-compliance 

np = Populations mean 

Applying the formula, 99.4
47.1

60.2115
−=

−
=

−
=

npq
npxz  

At a 5% significance level, the critical value or table value of z = 
±1.96. Thus, the calculated value of z (-4.99) falls in the rejection 
region of the critical value of z; Consequently, H0 can be rejected on 
the basis of the sample data. It can, therefore, be concluded that 60% 
or more of banks do not comply with 90% or more of board issues. In 
the sample, only 62.50% (or 15/24*100%) of the issues have been 
complied with by more than 60% of the banks. 

Shareholder Rights and Disclosure of Information: it is important 
that shareholders know the agenda of the AGM well in advance to 
discuss their views in the meeting and have knowledge about the 
equity position of the major shareholders. These are important 
elements for ensuring good governance at the corporate level to 
safeguard the rights of large and small investors in the company. 
Excluding the two NCBs and one FCB, the remaining seven are 
public owned and they are listed on the SEC. The compliance level for 
information on the AGM agenda item is 70%, while the provision of 
adequate time for discussion and information on equity of major 
shareholders is 40%. The nomination of candidates in the meeting is 
an important element to ensure transparency in governing the banks. 
In this study, the majority (70%) of the shareholders knew about the 
Director’s candidates prior to the AGM. On the other hand, 40% of 
the shareholders mentioned that minority shareholders can nominate 
their candidates. The compliance level with respect to the flexible 
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voting system is 70%. The level of compliance on Shareholder Rights 
and Disclosure of Information is shown in Table 2.  

Sl. 
No. 

CG Code Attributes Compliance 
(%) 

Compliance

1 Information on AGM agenda 70 Yes 
2 Adequate time for discussion 40 No 
3 Information on equity of major 

shareholders 
40 No 

4 Nomination of candidate by 
minority shareholders 

40 No 

5 Nomination of Director’s 
candidate 

70 Yes 

6 Flexible voting system 70 Yes 
Table 2: Compliance with Shareholder Rights and Disclosure of 
Information; source: Original Research  

Here,  6=n , 3=x , 90.0=p , 10.0=q , 4.590.06 =×=np , SD

73.0=  10.04. ×5=npq=

Therefore 29.3
73.0

4.53
−=

−
=

−
=

npq
npxz  

So the calculated value of z = –3.29 is lower than the critical value of 
z = ±1.96 at the 5% significance level and lies in the rejection zone; 
thus, based on the sample evidence, H0 can be rejected and it can be 
concluded that 60% or more of banks do not comply with 90% or 
more of shareholder rights and disclosure of information. Only 50% 
(3/6*100%) of the CG codes on shareholder rights and disclosure of 
information has been complied with by more than 60% of the banks. 
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5.2. Financial Reporting 

Accounting System: the accounting system in the banking sector of 
Bangladesh was found to be a mix of Bangladesh and International 
Standards. All the banks follow the double-entry accounting system, 
profit-loss statement, balance sheet and other standard processes. In 
the accounting system, the compliance level is an impressive 100%, 
probably because of operational requirements. 

Qualification of CFO: the accounting departments of the banks in the 
survey were not found to be led by highly qualified CFOs. From the 
data, it was observed that only 50% of CFOs were professionally 
qualified. 

Experience of CFO: the extent of the experience of CFOs has been 
identified as quite long since 100% of the banks have CFOs with more 
than eight years of experiences in accounting. 

Sl. 
No. 

CG Code Attributes Compliance 
(%) 

Compliance

1 Accounting system 100 Yes 
2 Qualification of CFO 50 No 
3 Experience of CFO 100 Yes 
4 Balance sheet 100 Yes 
5 Income statement 100 Yes 
6 Protection against 

malpractices 
80 Yes 

7 Internal control system 80 Yes 
Table 3: Compliance with Financial Reporting; source: Original Research 

Here, 7=n , 6=x , 90.0=p , 10.0=q , 3.690.07 =×=n ,p  SD

79.0=  106=npq .03. ×=
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Applying the formula, 38.0
79.0

30.66
−=

−
=

−
=

npq
npxz  

At the 5% significance level, the critical value is z ±1.96 and the 
calculated value of z = –0.38 falls in the accepted zone. Consequently, 
there is inadequate sample evidence to reject H0, which implies that 
60% or more of banks comply with 90% or more of financial 
reporting issues. In the sample, it is only 85.71% (6/7*100%) of the 
CG codes on financial reporting practices has been complied with by 
more than 60% of the banks. 

Audit Practices: In all the banks, the accounts are audited by both 
internal and external auditors who work independently without any 
intervention. However, auditors will usually first submit their report to 
the audited banks for explanation of any observation. If there is no 
satisfactory reply, they may report to the BOD. External auditors of 
the banks have been evaluated through surveying opinions of the 
respondents and it was found that the compliance level in terms of 
qualification, experience and reputation is 80%. That means that the 
external auditors of individual banks are complying with CG codes in 
the majority of the banks. The following table depicts the synopsis of 
audit practice issues in the sample banks. 

Sl. 
No. 

CG Code Attributes Compliance 
(%) 

Compliance

1 External auditor concept 100 Yes 
2 Internal auditor concept 100 Yes 
3 Qualifications of external 

auditors 
80 Yes 

4 Experience of external auditors 80 Yes 
5 Reputation of external auditors 80 Yes 
6 Rotation of external auditors 90 Yes 
7 Independence of auditors 100 Yes 
Table 4: Audit Practices; source: Original Research 
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Here,  7=n , 7=x , 90.0=p , 10.0=q , 3.690.07 =×=np , SD

79.010 = . .03. ×6=npq=

Applying the formula, 89.0
79.0

3.67
=

−
=

−
=

npq
npxz  

At the 5% significance level, the critical value is 96.1±=z . 
Consequently, the calculated value of z falls in the accepted zone of 
the critical value of z and that means the null hypothesis is not 
rejected. That means 60% or more of banks comply with 90% or more 
of audit practices. In other words, 100.00% (7/7*100%) of the CG 
codes on audit practices have been complied by more than 60% of the 
banks. 

Disclosure and Transparency: The relevant data on disclosure and 
transparency of various issues provided a clear picture of the practices 
of CG codes and it was found that the situation is not satisfactory. The 
compliance level in terms of directors’ selling or buying shares, 
directors’ background and directors’ remuneration is 0%, i.e. serious 
malpractice has been observed in these areas. The compliance level of 
significant changes in ownership is 70% and the compliance level in 
terms of governance structures and polices, audited balance sheet and 
audited income statement is 100%. The table below presents the 
glimpse of compliance and noncompliance level on the disclosure and 
transparency in CG. 

Here, 9=n , 6=x , 90.0=p , 10.0=q , 1.890.09 =×=n ,p  SD

90.0= . 10.01. ×8=npq=

Applying the formula, 33.2
90.0

1.86
−=

−
=

−
=

npq
npxz  

85 
 



Again, at the 5% significance level, the critical value is z±1.96. The 
calculated value of z falls in the rejection zone of the critical value of 
z; that means the alternative hypothesis is accepted. That means 60% 
or more of banks do not comply with 90% or more of disclosure and 
transparency issues. In the sample, it is only 66.67% (6/9*100%) of 
the CG codes on disclosure and transparency has been complied by 
more than 60% of the banks. 

Sl. 
No. 

CG Code Attributes Compliance 
(%) 

Compliance

1 Directors’ selling or buying 
shares 

0 No 

2 Directors’ background 0 Yes 
3 Directors’ remuneration 0 No 
4 Fees of external auditors 100 Yes 
5 Polices of risk management 100 Yes 
6 Significant changes in 

ownership 
70 Yes 

7 Governance structures and 
polices 

100 Yes 

8 Audited balance sheet  100 Yes 
9 Audited income statement 100 Yes 
Table 5: Data on Disclosure and Transparency; source: Original Research 

Human Resource Management: A brief study of HRM has been 
conducted and at most of the banks compliance level is below 
expectations in this area of CG practice. Every banks has self-directed 
teams and quality circle groups. The compliance level of job rotation 
and cross traning is 40% and none of the banks have employee stock 
ownership plans. 60% of the banks under investigation have profit-
sharing or performance-based group incentive pay systems, while 
50% have plans for corporate social and environmental 
responsibilities. Only 20% of the banks have trade unions and they 
benefit from it. The data on HRM practices in the banks is 
summarized in Table 6 below. 
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Sl. 
No. 

CG Code Attributes Compliance 
(%) 

Compliance

1 Self-directed teams 100 Yes 
2 Problem-solving groups or 

quality circles 
100 Yes 

3 Job rotation and cross training 40 No 
4 Employee stock ownership plans 0 No 
5 Profit sharing or performance 

based group incentive pay  
60 Yes 

6 Plan for corporate social and 
environmental responsibilities 

50 No 

7 Existence of trade union 20 No 
8 Trade union benefits 20 No 
Table 6: Data on Human Resource Management; source: Original Research 

Here,  8=n , 3=x , 90.0=p , 10.0=q , 2.790.08 =×=np , SD

85.010 = . .02.7 ×=npq=

Applying the formula, 94.4
85.0

2.73
−=

−
=

−
=

npq
npxz  

Again, at the 5% significance level, the critical value is z±1.96. The 
calculated value of z (-4.94) falls in the rejection zone; that means the 
alternative hypothesis HA is accepted, i.e. 60% or more of banks do 
not comply with 90% or more of HRM issues. In fact, only 37.50% 
(3/8*100%) of the CG codes on HRM issues have been complied with 
by more than 60% of the banks. 

5.3. Summary of Overall Corporate Governance Practices in 
the Investigated Banks 

Based on the above discussions of the CG practices in the investigated 
banks, it is possible to summarize all the data in one table (see below). 

87 
 



 

Sl. 
No. 

Broad 
segment of 
CG 

Total Issues 
Investigated 

Complied 
Issues 

Compliance 
(%) 

Remarks on 
Compliance 

1 Board Issues 24 15 62.50 Not 
Satisfactory 

2 Shareholder 
Rights and 
Disclosure of 
Information 

6 3 50.00 Not 
Satisfactory 

3 Financial 
Reporting 

7 6 85.71 Good 

4 Audit 
Practices 

7 7 100.00 Excellent 

5 Disclosure 
and 
Transparency 

9 6 66.67 Not 
Satisfactory 

6 HRM 
practices 

8 3 37.50 Poor 

Table 7: Summary of Data on CG Provenances; source: Original Research

6=n , 40=xHere, , 90.0=p , 10.0=q , 9.5490.061= × =n , SDp

49.510.09.54 =× . =

Applying the formula, 71.2
49.5

9.5440
−=

−
=

npq
npxz −  =

Thus, the calculated value of z (-2.71) is lower than the table value of 
at 5% significance level and falls in the rejection zone; that 

means the null hypothesis H0 is rejected and implies that 60% or more 
of banks do not comply with 90% or more of CG issues. 

96.1±=z
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The remarks in the table and the evidence provided for hypothesis 
testing clearly indicate the CG practices in the banking sector of 
Bangladesh have compliance below the assumed and required level. 

6. Conclusion 

The issues of CG are broad and complex but it is very important for a 
bank to create and maintain its credibility and acceptability to 
important stakeholders. The issues under investigation in CG in the 
Bangladeshi banking sector had mixed levels of compliance. The 
results of this research indicate that the practice of CG is not up to the 
mark concerning the assumptions made. Out of the six broader areas 
of governance practice in the arena of board issues, shareholder rights 
and disclosure of information, disclosure and transparency and HRM 
practices the condition appears to be susceptible. However, banks are 
doing better in audit practices and financial reporting as they fall 
within acceptable limits. 

Owing to the relatively small sample size, the findings of this study 
should not be over-generalized. A larger sample of banks, including 
PCBs, NCBs and foreign banks, may be incorporated to examine CG 
practice more comprehensively. However, the result could provide 
some useful insights for future research in the sector of CG practices 
in the banks and bank management in addressing the areas of CG 
attributes, where significant improvement is needed to increase 
commitment to sound governance so as to bring more transparency 
and public confidence in the banking sector. 
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