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Impact of Dividend Declarations on the Share 

Prices: The Case of Dhaka Stock Exchange  

A. N. K. Mizan  
 

Lecturer, Bangladesh Institute of Bank Management, Bangladesh 

 

 

ABSTRACT 

Observing the price movements of stocks is an area of interest for the 
researchers across the world. Possibly no other area of finance has been 
subject to empirical investigation during the last four decades relative to 
stock price movements. The study is an effort to contribute positively in the 
field. Especially to understand the price movements of stocks listed in the 
DSE (Dhaka Stock Exchange) as best shares in relation to the dividend 
declarations of the selected companies. Usually the dividend declarations are 
assumed as a positive signal to the market because they signify better 
earnings of the company. For understanding the price behavior of the shares 
a standard event study methodology has been adopted to analyze the 20 
companies of the DSE-20 index. The findings indicate that the prices are 
highly influenced by the enormous expectations of the investors and there is 
very high possibility to gain abnormal return by using the publicly available 
information. 
 
Keyword: Dividends, Efficient Market, Market Model Abnormal Return, 
 

INTRODUCTION  

Dividends provide return on the investment of the equity holders. The dividends are the cost of 
equity of a corporate. So the dividend declarations have an impact on the prices of shares. If the 
declared amount of dividend matches with expectations of the equity holders, the price will 
appreciate and if it cannot pay off the expectations of shareholders, the market will react 
negatively. The declarations may contain other important information as well, that is if the 
dividends grow over the past few years, it signals robust earnings in the coming days. 
In recent year the SEC (Securities and Exchange Commission) of Bangladesh has provided 
different directives for the development of the country‘s stock markets. Such as 
SEC/CMRRCD/ 2009-193/09 directs the companies have to disclose their detailed quarterly 
financial statements in their website to serve the interest of the common stockholders. Along 
with that the companies have to hold regular AGM and declare dividends. This reform is 
based on the worldwide experience. The compulsory announcements have impact on the 
stock market. The impacts are an area of research all over the world. Researchers all around 
the world studied the impacts of different events on the prices of the stock markets. These 
studies are called the event study. Event studies focus on the impact of different 
announcements like bonus issue, right issue, stock splits, earnings, dividends etc.  
Dividend announcements are one of the most important events. The impacts are studied 
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under the semi-strong form of market efficiency in Efficient Market Hypothesis (EMH)1.If a 
stock market is efficient in the semi-strong form the market will instantly and spontaneously 
reflect all the publicly available information. That is, it will not be possible for the investors 
to gain abnormal return by using the publicly available information. In other words it can be 
said that the prices will correctly reflect the information without any bias meaning there will 
be no overreaction or under reaction. The study is an attempt to understand the impact of 
dividend declarations on the share prices of the Dhaka Stock Exchange (DSE) in light of 
different studies conducted in the countries like USA (United States of America), UK 
(United Kingdom) and others.   

OBJECTIVE OF THE STUDY 

The objective of the study is to examine the market reaction of dividend declarations of the 
DSE and to find out whether the market is information efficient or not.  

HYPOTHESIS 

This study intend to examine the stock market reactions to the dividend declarations, the 

hypotheses being tested are as follows 

H01: It not possible for the investors to earn abnormal return after the dividend 

announcements 

H02: The average return and cumulative returns are close to zero. 

H03: There is no trend in the average abnormal return.  

DATA AND METHODOLOGY 

All the selected companies are included in the DSE-20 index. All the companies have 
declared their dividends in the year 2010 and listed as ―A‖ category shares of the DSE. The 
companies that are listed under ―A‖ category require holding their AGM (Annual General 
Meeting) regularly and declaring cash dividend of more than 10%. For analysing the data 
event study methodology has been used. As depicted earlier it captures the variations 
around a particular date or day. Here, dividend declaration dates have been used as events. 
For studying short time windows like the current one, event study is appropriate since 
relevant information to assess future variations linked to the event is readily available. 
Again in corporate finance the event study methodology is very popular due to its capacity 
to analyze the impact of policy changes on firm‘s value. In addition to that, the findings 
from the event study are very clear and easy to interpret and share.   
Three sets of data have been used in the study. The first set of data consists of dividend 
declaration dates of the selected companies. The second set of data is the closing price of the 
selected companies at the DSE. The closing price has been used in the assumption that the 
prices are the agreed or the consensus price of the share on that particular day. The next set 
of information is the daily closing index of the DGEN (DSE General Index) published by the 
DSE. Data have been collected from the DSE library. The following table shows the dividend 
declaration dates of the selected companies. 

                                                 
1
 The market efficiency theory has been intensely studied over the last30 years. In this theory Fama put 

forward the principles of market efficiency (Fama1991). The main were consolidated in 1970 by Eugene 
Fama in his ―Efficient Capital Markets: A Review of Theory and Empirical Work. This theory is well 
known today as the Efficient Market Hypothesis (EMH). Fama divided market into three which 
indicate the market efficiency levels: weak form, semi-strong form, and strong form 
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Table 1: Sample companies with dividend declaration dates 

No. Company Name Dividend Dec. Date 

1 ACI 21.04.2010 

2 AMCL (Pran 27.10.2010 

3 Apex Tannery 11.08.2010 

4 Bata Shoe 11.11.2010 

5 BATBC 14.03.2010 

6 BD Lamps 12.04.2010 

7 BOC 11.03.2010 

8 Beximco Pharma 29.04.2010 

9 Dhaka Bank 11.02.2010 

10 GQ Ball Pen 21.04.2010 

11 Islami Bank 24.03.2010 

12 Meghna Cement 02.05.2010 

13 Monno Ceramics 28.10.2010 

14 NBL 15.02.2010 

15 Prime Bank 24.02.2010 

16 Singer BD 07.03.2010 

17 Southeast Bank 25.02.2010 

18 Square Pharma 18.07.2010 

19 Square Textile 22.04.2010 

20 Uttara Finance 10.05.2010 

 

The two stage approach has been used to get the desired output of the analysis. The betas (β) 
of the selected companies have been calculated by using ex-post daily returns. Later on the 

expected return of the stocks has been calculated by using the market model. At the second 

stage the abnormal returns are calculated around the event day. In the study dividend 

declaration dates have been defined as event day and denoted as 0. In addition to that for 

detailing the analysis the “t” values were calculated to judge the significance of the abnormal 

returns around the event day. Total study period has been divided into two parts as pre-

announcement days and post-announcement days. Pre announcement days include 30 trading 

days before the dividend declaration date. These days are denoted as -1 to -30. On the other 

hand, the post-announcement days include 30 days after the dividend declaration day denotes 

as +1 to +30. Thus the total study period is 61 trading days of the DSE. 

The calculated abnormal returns are averaged across the securities to find out average 

abnormal returns (AARs). After that the AARs were cumulated to find out CAARs 

(Cumulative Abnormal Returns). In this study the widely accepted market model has been 

used to measure the returns of stocks. Market model was developed and suggested by 

Sharpe (1963).The market model helps to find out the movements of returns of individual 

stocks with the market index. Market model can be expressed mathematically as follows: 
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𝐸 𝑅𝑖𝑡   = 𝛼𝑖 + 𝛽𝑖𝑅𝑚𝑡 + 𝑒𝑖𝑡  For i =1…..n 

Where, 
𝐸 𝑅𝑖𝑡   = 𝐸𝑥𝑝𝑒𝑐𝑡𝑒𝑑 𝑟𝑒𝑡𝑢𝑟𝑛 𝑜𝑛 𝑠𝑒𝑐𝑢𝑟𝑖𝑡𝑦 𝑖 𝑎𝑡 𝑡𝑖𝑚𝑒 𝑡 

𝛼𝑖 = 𝐼𝑛𝑡𝑒𝑟𝑐𝑒𝑝𝑡 𝑡𝑒𝑟𝑚 
𝛽𝑖 = 𝑆𝑙𝑜𝑝𝑒 𝑡𝑒𝑟𝑚 

𝑅𝑚𝑡 = 𝑅𝑒𝑡𝑢𝑟𝑛 𝑜𝑛 𝑚𝑎𝑟𝑘𝑒𝑡 𝑖𝑛𝑑𝑒𝑥 
𝑒𝑖𝑡 = 𝑇ℎ𝑒 𝑒𝑟𝑟𝑜𝑟 𝑡𝑒𝑟𝑚 𝑤𝑖𝑡ℎ 𝑎 𝑒𝑥𝑝𝑒𝑐𝑡𝑒𝑑 𝑚𝑒𝑎𝑛 𝑣𝑎𝑙𝑢𝑒 𝑜 𝑎𝑛𝑑 𝑐𝑜𝑛𝑠𝑡𝑎𝑛𝑡  

𝑠𝑡𝑎𝑛𝑑𝑎𝑟𝑑 𝑑𝑒𝑣𝑖𝑎𝑡𝑖𝑜𝑛 

The paper used raw returns. As proxy of 𝛼𝑖  the average of 90 days t-bill has been used which is 
2.64% during the year 2010. The reason behind using the t-bill return is that this return is usually 

assumed as risk free rate. The slope term or 𝛽𝑖has been calculated by using the slope term 
function of MS excel 2007. As it was assumed that the mean value of the error term is 0 the 
following simple regression was used find out the expected return of the individual stock. 

Expected return = 𝐸 𝑅𝑖𝑡   = 𝛼𝑖 + 𝛽𝑖𝑅𝑚𝑡  
The abnormal returns were calculated using the following simple equation 

𝐴𝑅𝑖𝑡 = 𝑅𝑖𝑡 − 𝐸 𝑅𝑖𝑡  
Where 𝑅𝑖𝑡= the actual return. 
The abnormal returns of individual security are averaged for each day around the event day 
that is 30 days prior to the declaration date and 30 days after the declaration day. The 
following formula has been used to find out the AARs: 

𝐴𝐴𝑅𝑖𝑡 =  𝐴𝑅𝑖𝑡
𝑁
𝐼=1 /𝑁 

Where, 
I =the number of securities in the portfolio 
N=Total number of securities 
T= the days surrounding the event day  
The stock price reacts to the price sensitive information published by the company. If the stocks 
react to the price sensitive information instantly and correctly, the market will be called an 
efficient market. The efficiency is called the information efficiency of capital market. In case of 
DSE the stock price will not reflect the impact of the dividend declarations, so it is necessary to 
look into the price movements of the stocks over a period. That is why the CAAR has been 
calculated to find out the reaction of the sock prices to the dividend declaration. If the CAAR 
remains near to zero, the market can be called the efficient market. 
The cumulative average abnormal return provides valuable insight of the movements of 
price of the selected securities during the event window.  The AARs and CAARs should be 
close to zero if the market is efficient. Parametric t test has been used to test the significance 
of the AARs. The 5% level; of significance and the appropriate degrees of freedom has been 
used to test the null hypothesis of no significant abnormal return after the dividend 
declaration day. The following formula has been used to calculate the t-statistic 

𝑡 =
𝐴𝐴𝑅

𝜎(𝐴𝐴𝑅)
   

Where, AAR=Average Abnormal Return  
𝜎(𝐴𝐴𝑅)= Standard deviation of AAR 
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REVIEW OF RELATED LITERATURE 

A great deal of theoretical and empirical researches on the impact of dividend announcements 
on the stock prices has been done over the last few decades. Practically a certain change in the 
dividend policy usually followed by a change in the value of the stock. The economic 
argument of investors‘ preference of dividends was first offered by Graham-Dodd (1951, 
USA). Empirical evidence in this particular field provides mixed conclusions. For example 
Gordon (1959, USA), Ogden (1994, USA) and Lee (1995, USA) showed that there is significant 
positive relationship between the dividend declarations and the stock prices. On the other 
hand, Laughlin (1982, USA) and Easton and Sinclair (1989, Australia) provides evidences that 
the relationship between the dividend declarations and stock price is negative. This negative 
relationship exists because of the tax on the realized dividend. But researchers try to establish 
the positive relationship with the help of information effect on the stock prices. This 
hypothesis postulates that the declarations of cash dividends and others carry a signal to the 
stockholders of future cash inflows. This ultimately pushes the stock prices in the market. It is 
worthy to mention the name of other important works in this field. They are Aharony and 
Swary(1980), Kwan(1981), Eades(1982), Woolridge(1982). Black and Scholes(1974, USA) found 
that the stock prices increase if there is change in the dividend. The reason behind that could 
be that the corporations forecasted the higher income in the coming days.  
There are other significant studies in this field regarding the DSE. Such as Ali and 
Choudhury (2010, Bangladesh) found that the effect of dividend declarations on the stock 
prices is not significant. They also opined that there may be the presence of insider trading. 
As a result, the information are reflected prior the dividend declarations. Uddin and 
Chowdhury (2005, Bangladesh) opined that the negative CAAR indicates that there is no 
effect of dividend declaration on the stock prices. The reason could be that the investors 
require (including dividend income during the payment of income tax) very high return in 
the context of Bangladesh.  

ANALYSIS AND INTERPRETATION 

By using the event study methodology the results are obtained where the abnormal returns 
are calculated with the Sharpe model with a view to study the informational efficiency of 
the DSE (Dhaka Stock Exchange). According to the EMH (Efficient Market Hypothesis), no 
investor can earn abnormal return by using the publicly available information. So, the 
return around the dividend declaration date should be zero across securities. If the returns 
are positive then there is a very high possibility that the investors will be able to earn 
abnormal return by using this information. On the other hand if the returns around the 
event day are negative it indicates that the dividend declaration could not meet the 
expectations of the general investors. 
The return table (See Appendix 1) of the selected companies shows that the investors can 
earn abnormal returns before the dividend declarations and even after the dividend 
declaration around the event day. On the other hand the dividend declarations could not 
meet the expectations of the general investors as there are significant amount of negative 
returns around the event day. The negative return also indicates very high level of 
expectation of the general investors regarding the future performance of the concern 
companies. So the result rejects the first null hypothesis that the investors will not be able to 
earn abnormal return by using the dividend declaration news. So it can be concluded here 
that the stock prices are not reflecting the information instantaneously or spontaneously. 
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Table2: Average Abnormal Returns. Standard Deviation and T values 

Pre-announcement days Post-announcement days 

Days AAR STDEV T values Days AAR STDEV T values 

-30 -2.88109 1.81816 -1.58462 1 -2.01695 7.059672 -0.2857 

-29 -0.93348 9.831934 -0.09494 2 -3.91767 3.227746 -1.21375 

-28 -1.36737 5.316398 -0.2572 3 -2.52934 2.204075 -1.14758 

-27 -1.5822 3.326389 -0.47565 4 -1.21546 4.742518 -0.25629 

-26 -1.73055 2.740264 -0.63153 5 -3.08992 4.75226 -0.6502 

-25 -1.90566 1.982389 -0.96129 6 -3.98612 7.964926 -0.50046 

-24 -2.1598 2.61946 -0.82452 7 -3.11157 2.450691 -1.26967 

-23 -1.97584 2.553041 -0.77392 8 -1.03564 5.183021 -0.19981 

-22 -1.66383 3.915616 -0.42492 9 -2.59751 2.852101 -0.91074 

-21 -3.23757 6.681133 -0.48458 10 -6.73818 10.33444 -0.65201 

-20 -0.62837 9.914365 -0.06338 11 -3.06856 5.947085 -0.51598 

-19 -1.79137 4.82648 -0.37116 12 -4.06236 9.485369 -0.42828 

-18 -1.24482 4.238521 -0.29369 13 -1.68145 3.186549 -0.52767 

-17 -2.20752 3.276 -0.67385 14 -2.74571 4.001332 -0.6862 

-16 -1.12432 3.63254 -0.30951 15 -3.51081 2.958174 -1.18682 

-15 -1.27385 6.170468 -0.20644 16 -3.15127 7.543294 -0.41776 

-14 -1.96661 4.585716 -0.42885 17 -4.11435 5.899549 -0.6974 

-13 -0.01239 9.85548 -0.00126 18 -2.22117 7.627788 -0.29119 

-12 -3.43089 4.390138 -0.7815 19 -3.62568 2.467258 -1.46952 

-11 -2.08735 4.819223 -0.43313 20 -3.40911 8.220059 -0.41473 

-10 -1.49718 5.175406 -0.28929 21 -2.66969 2.252555 -1.18518 

-9 -2.78769 1.638325 -1.70155 22 -0.94715 7.51071 -0.12611 

-8 -1.37608 5.717835 -0.24066 23 -3.39908 3.891314 -0.8735 

-7 -1.81914 4.259876 -0.42704 24 -1.01389 8.662436 -0.11704 

-6 -4.17607 6.541192 -0.63843 25 -2.72751 2.367649 -1.15199 

-5 -2.60374 2.555125 -1.01903 26 -3.33758 3.289472 -1.01463 

-4 -1.67849 4.398193 -0.38163 27 -2.37131 8.503294 -0.27887 

-3 -0.97221 4.849464 -0.20048 28 -2.83203 2.029566 -1.39539 

-2 -1.73505 3.37622 -0.5139 29 -3.56966 4.119745 -0.86648 

-1 -3.14159 1.583383 -1.9841 30 -3.35834 2.568695 -1.30741 

0 -1.6404 5.294286 -0.30984         
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PATTERNS OF AAR 

The patterns of abnormal returns around the event day (dividend declaration date) provide 
some interesting findings. If the AAR of seven days prior to the declaration date is 
considered they remain very flat. On the other hand if the returns after the event day are 
considered, it can be found that the stocks provided higher returns. All the returns are 
negative indicating sheer expectation of the investors in forthcoming performance of the 
selected companies. But none of the values of AAR around the event is near to zero 
indicating higher possibility of abnormal return. So the investors can earn higher return by 
using the available information of the market. Especially the negative returns after the event 
day indicate very high expectation of the investors in the capacity of the selected companies 
for better performance in the future. So the second null hypothesis cannot be accepted. 
Then, if the values of the calculated t statistics are considered it can be found that none of 
the values are significant at 5% level of significance. This proves that the average abnormal 
returns occur randomly. Hence the t-values on AARs indicate the existence of abnormal 
returns around the day (Pre/Post). This gives opportunity to beat the market to earn 
abnormal return. But the results cannot be said statistically significant in deciding that the 
market is not efficient. 

PATTERNS OF CAAR 

Table 3: The Cumulative Average Abnormal Return 

Days CAAR Days CAAR Days CAAR Days CAAR 

-30 -2.881 -14 -29.67 2 -64.56 18 -113.42 

-29 -3.814 -13 -29.68 3 -67.09 19 -117.05 

-28 -5.181 -12 -33.11 4 -68.31 20 -120.46 

-27 -6.764 -11 -35.20 5 -71.40 21 -123.13 

-26 -8.494 -10 -36.70 6 -75.38 22 -124.07 

-25 -10.40 -9 -39.48 7 -78.49 23 -127.47 

-24 -12.56 -8 -40.86 8 -79.53 24 -128.49 

-23 -14.536 -7 -42.68 9 -82.13 25 -131.21 

-22 -16.19 -6 -46.86 10 -88.87 26 -134.55 

-21 -19.43 -5 -49.46 11 -91.93 27 -136.92 

-20 -20.06 -4 -51.14 12 -96.00 28 -139.76 

-19 -21.85 -3 -52.11 13 -97.68 29 -143.32 

-18 -23.10 -2 -53.85 14 -100.42 30 -146.68 

-17 -25.30 -1 -56.99 15 -103.94    

-16 -26.43 0 -58.63 16 -107.09    

-15 -27.70 1 -60.64 17 -111.20     

 
The above table of cumulative return is strongly signifying the truth that there is very high 
possibility of earning abnormal returns around the event day.  But the predominance of 
negative returns indicates very high expectation among the investors about the stocks. This 
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expectation does not have any basis of real investment activity or can be defined as 
irrational. This invalidates the second part of the second null hypothesis the value of CAAR 
around the event is near to zero. 

CONCLUSION 

By using the event study methodology the study finds that although around the dividend 
declaration dates there is change in the values of the stock but the very high expectations of 
the general investors pushes the prices of the shares further. As a result in most of the cases 
the realized return is less than the expected return. These expectations of the investors can 
be termed as irrational. Although the economic health of the country is very weak due to 
inflation, lack of infrastructural facilities, political unrest and lack of investment in the 
productive sector but there is always a very high expectation about the future of the 
companies in the stock market. This has definitely created a bubble during the observed 
period. Due to these expectations there is a very high possibility that the capital market 
cartels can earn a very high abnormal gain by using this information and in many other 
ways. The stock prices of the DSE are not reflecting the dividend declaration dates properly. 
That means there is always an overreaction and under reaction. So it can be said that the 
DSE is not information efficient and there is always a possibility to earn abnormal gain by 
using the information available. These findings have serious policy implications for the 
authorities involved in looking after the interest of the common stockholders. Because it is 
clear from the study that the market cartels can easily manipulate the market in their favour, 
making the general investors vulnerable towards serious capital loss. The authorities should 
formulate policies, tools and techniques to restrict the cartels from market manipulation. 
The findings of the study will be able help them in taking robust policies to serve the 
interest of the general investors. 
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Appendix 1: 
Table: Returns of the selected 20 companies around the event day 

Days 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 

-30 -2.90 -1.09 -3.13 -2.58 -1.72 -8.87 -0.31 -2.67 -0.49 -3.88 -1.21 -1.79 -3.92 -4.00 -2.68 -4.18 -3.10 -2.87 -3.72 -2.51 

-29 -2.67 -3.48 -2.39 -4.46 -3.16 -3.58 -2.28 -1.00 40.58 -3.73 -3.93 -2.65 -4.55 -2.39 -4.83 -1.86 -4.55 -3.06 -1.12 -3.54 

-28 -3.27 -3.12 -3.25 -3.18 -3.26 -3.30 -3.37 -0.09 20.47 -3.68 -2.75 -2.41 2.00 -2.92 -2.13 -1.09 -3.40 -3.17 -2.89 -2.54 

-27 -2.67 -3.58 -2.96 -2.88 1.08 2.32 -3.34 -0.89 9.94 -1.93 -2.53 1.34 -4.82 -2.46 -2.64 -0.72 -4.51 -2.90 -4.20 -3.31 

-26 -3.36 -2.41 -1.14 -0.39 -1.25 -1.86 0.85 -4.60 6.56 -3.91 -3.35 2.02 -4.57 -3.19 -3.69 1.62 -3.56 -2.66 -3.11 -2.61 

-25 -5.20 -3.43 0.06 -1.56 -3.06 -0.64 -0.93 -1.58 1.37 -3.88 -3.74 -2.20 -4.10 -1.14 -3.14 3.20 -1.53 -2.83 -1.06 -2.72 

-24 1.07 -3.05 0.65 0.37 1.42 -8.62 -3.90 0.78 -1.62 0.04 -5.29 -4.00 -5.37 -1.52 -0.58 -2.81 -3.83 -0.72 -3.30 -2.92 

-23 -2.35 -2.54 -2.02 -0.53 -2.76 -7.62 -0.43 0.18 3.32 -0.85 -5.20 0.65 -4.71 -2.24 -2.81 -1.82 -2.45 1.31 -0.86 -5.80 

-22 -3.73 -3.32 -4.21 -7.03 0.55 2.30 -1.76 -3.77 11.18 -2.52 -3.81 -0.19 3.20 -4.59 -1.81 -4.44 -4.55 -0.12 -2.46 -2.19 

-21 -1.03 -0.96 -3.11 -3.30 0.69 -4.00 -1.16 -3.67 -30.29 -1.85 1.67 -4.65 0.83 -3.36 -3.02 -3.94 -0.85 -2.14 -3.18 2.57 

-20 -3.22 -4.17 -2.63 -2.47 -3.31 -9.75 -1.13 -4.33 39.35 -0.76 -5.11 -2.88 7.59 -3.63 -2.23 -5.07 -1.25 -3.58 -1.21 -2.80 

-19 -3.31 -3.18 -2.92 -3.21 -3.25 -7.27 -2.81 -2.50 7.83 -2.42 -3.53 -5.58 14.74 -3.27 -1.07 -3.29 -0.14 -4.02 -2.83 -3.77 

-18 -3.00 -2.94 -2.51 -3.88 -2.32 4.93 -3.60 -2.25 10.16 -2.70 -3.34 -4.54 7.85 -1.46 -2.45 -4.65 3.04 -4.34 -3.35 -3.56 

-17 -2.77 -2.71 -0.15 -3.01 -3.43 -4.13 -3.27 -3.77 7.44 -3.58 -4.48 -1.43 -9.51 -2.83 1.56 -4.16 0.23 -2.08 -3.09 1.02 

-16 -3.24 -2.34 -0.64 -2.01 -5.55 3.34 -1.28 -2.11 11.38 -4.05 -3.20 -2.32 -4.32 -1.64 0.15 -3.39 0.68 -1.46 -2.52 2.04 

-15 -3.00 -4.00 0.86 -1.10 -4.82 -1.75 -4.26 -3.25 24.24 -3.12 -3.41 -2.37 -2.77 -3.86 -0.73 -3.43 -2.04 -3.94 -2.03 -0.70 

-14 -2.30 -3.16 -1.14 -3.53 -0.09 -5.53 -5.76 -2.35 15.16 -2.58 0.48 -0.68 -8.38 -0.53 -4.90 -0.68 -3.96 -2.81 -2.49 -4.09 

-13 -2.61 -3.90 -2.02 -1.96 -4.44 1.91 -1.97 -1.37 41.26 -2.03 -2.41 -2.73 -3.60 -2.66 -3.22 -2.19 2.44 -3.47 -2.61 -2.68 

-12 -3.36 -2.40 -3.37 -0.10 -3.43 -3.59 -4.55 0.38 -20.57 -1.78 -3.03 -3.52 -4.35 -2.22 0.24 -4.49 1.46 -3.86 -2.93 -3.15 

-11 -3.55 -3.55 -2.20 1.07 -2.67 -6.22 -3.71 -3.90 17.23 -3.91 -2.66 -4.64 -3.71 -0.25 -2.60 -3.76 -4.41 -3.72 -3.51 -1.07 

-10 -2.74 -2.71 -0.03 -3.41 -3.91 -4.55 -2.19 -0.60 19.42 -2.68 -1.73 -3.55 -2.88 1.56 -2.62 -3.00 -2.01 -4.22 -2.47 -5.64 

-9 -2.79 -3.48 -4.06 -4.84 -3.60 -0.68 -2.94 -3.47 -7.14 -2.81 -3.25 -2.99 -3.04 -1.16 -0.66 -1.92 -0.12 -1.04 -1.97 -3.80 

-8 -1.71 -2.96 -6.79 -3.30 -0.16 -1.87 -3.48 -3.61 22.15 -1.22 -2.42 -1.51 -2.53 -2.45 -0.60 -2.99 -4.07 -3.53 -2.80 -1.68 

-7 -3.52 -3.71 -2.72 -2.63 -2.31 -1.26 -2.73 -1.73 15.27 0.21 -2.58 0.00 -2.21 -4.94 -1.98 -3.45 -5.38 -4.37 -3.00 -3.36 

-6 -2.65 -2.39 -2.29 -3.69 -3.19 -0.65 -2.60 -2.27 -30.85 -0.89 -3.98 -4.83 -0.41 -1.44 -5.50 -3.08 -7.40 -3.38 -2.70 0.67 

-5 -1.90 -2.14 -5.26 -3.43 -3.10 -5.60 -2.63 -3.57 4.31 -4.07 -1.51 -2.67 0.18 -3.19 -6.46 -3.15 -4.89 -2.39 -3.05 2.45 

-4 -2.04 -4.14 -3.20 -1.86 -3.14 -5.65 -2.79 -3.48 13.84 -4.67 -0.69 -0.20 6.02 -3.02 -4.12 -4.39 -2.19 -4.21 -2.92 -0.71 

-3 -4.01 -2.51 -3.72 -2.41 -3.01 -3.41 -3.74 -2.88 15.65 -5.18 -4.74 0.18 6.86 -1.08 -2.53 -1.91 3.48 -3.46 -1.86 0.84 
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-2 -3.70 -2.17 1.90 -4.53 -2.22 -0.24 -4.50 -1.37 8.85 -1.32 -2.71 -2.43 -4.80 2.98 -1.52 -1.64 -7.37 -3.47 -1.64 -2.79 

-1 -4.49 -1.48 -2.45 -2.54 -3.36 -2.84 -2.72 -4.22 -2.47 -2.89 -2.41 -5.02 0.94 -2.68 -6.85 -2.89 -3.84 -2.59 -2.79 -5.27 

0 -7.23 -0.32 -5.52 -2.33 -2.92 -6.22 -4.40 -3.02 9.57 -6.05 -6.23 -2.03 13.73 1.46 -2.74 -6.78 0.09 0.98 -2.42 -0.43 

1 -3.29 -5.64 -0.14 1.45 -1.77 -4.10 -10.39 -11.9 23.97 -1.41 -4.68 -2.32 -6.37 -5.12 -3.20 -2.24 -0.13 -3.40 -2.51 2.91 

2 -5.04 -4.11 2.70 -3.41 1.28 -5.71 -5.28 -2.88 -9.99 -0.43 -4.62 -0.75 -11.1 -4.25 -4.11 -6.05 -4.71 -3.77 -2.41 -3.67 

3 -4.65 -1.86 0.24 -3.54 -1.96 -2.71 3.11 -1.82 -1.04 -4.53 -5.49 1.81 -3.71 -2.77 -4.40 -3.13 -4.66 -2.78 -2.65 -4.05 

4 -1.34 -2.98 -4.47 -2.83 -5.55 1.22 -1.62 -4.25 17.12 -3.92 -0.58 0.74 -2.73 -0.38 -4.98 -2.94 1.31 -2.22 -2.50 -1.42 

5 -2.85 -2.03 -3.60 -1.97 -2.77 3.36 -4.45 -2.98 -19.04 -4.19 -2.93 1.98 -6.34 -5.07 2.68 -6.92 -2.60 -2.52 -2.65 3.10 

6 -2.74 -1.41 -0.18 0.29 -1.70 -2.07 -2.70 -0.30 -37.06 -4.95 -3.35 1.16 -4.08 -4.35 -3.33 -3.29 -3.74 -2.89 -2.93 -0.11 

7 -5.64 -6.46 -2.15 -2.24 -2.56 -1.57 -1.04 -4.45 -9.95 -1.89 -4.22 -1.92 -3.09 -3.08 -3.59 2.65 -2.00 -2.48 -3.10 -3.45 

8 0.12 -1.67 -5.60 -3.72 -2.44 -1.88 -2.66 -3.50 17.58 -3.32 -4.00 -1.44 8.15 -1.98 -3.91 0.45 -2.47 -3.18 -3.37 -1.88 

9 -2.91 0.31 -3.15 -4.79 -9.52 -4.28 -2.48 -4.28 -6.37 1.84 -1.00 -3.02 1.23 -5.17 -3.59 0.19 -2.07 -2.74 -2.01 1.85 

10 -3.75 -2.15 -4.54 -4.01 -4.22 -2.76 -3.83 -0.03 -34.93 -4.65 -2.69 5.98 -8.52 -3.71 -24.8 -0.18 -28.9 -1.11 -2.23 -3.72 

11 -3.22 2.93 -2.02 -2.23 -3.54 -3.39 -3.55 -3.48 -5.17 -4.25 -25.08 -3.39 7.21 1.22 -4.84 -1.93 -2.55 -1.30 -3.10 0.30 

12 -4.80 3.07 -5.04 -3.25 -3.40 -3.53 -2.78 -3.91 -5.07 -4.36 -2.20 -10.0 11.07 -39.4 -5.59 -4.30 1.77 -2.29 -2.81 5.59 

13 -1.86 -1.47 -2.94 -1.81 -2.66 -4.36 -3.26 -2.30 1.70 -3.44 -1.58 -3.90 8.12 -4.09 2.06 -5.22 -4.48 -4.05 -0.65 2.55 

14 -3.98 -6.48 -3.85 -2.86 -4.19 0.91 -3.91 -12.3 -2.46 -5.17 -1.79 3.60 8.42 -1.90 -4.11 -2.59 -3.55 -3.03 -1.63 -3.98 

15 -2.41 -2.12 -6.00 -2.43 -5.14 -0.95 -2.56 -4.01 -13.94 -4.09 0.79 -3.09 -5.75 -0.20 -3.35 -3.13 -2.89 -2.65 -3.40 -2.88 

16 -0.05 -1.03 -3.17 -3.46 -2.51 5.85 -3.67 -4.23 -33.51 0.35 1.32 0.24 0.56 -4.29 -2.28 -2.89 -2.93 -2.37 -1.70 -3.25 

17 -1.64 -5.80 -1.30 -6.95 0.22 0.69 -2.71 -3.09 -21.51 -2.35 -2.33 -1.23 -1.13 -4.04 -1.63 -2.56 -2.97 0.00 -2.48 -19.4 

18 -4.31 -7.61 -1.13 -1.93 -4.43 -5.34 -0.28 -3.10 28.76 -4.58 -2.99 -4.73 -9.66 -3.10 -3.63 -3.35 -5.64 -0.58 -2.20 -4.62 

19 -3.96 -5.89 -3.43 -4.13 -4.03 -3.88 -3.80 -4.22 -10.06 -3.02 -2.16 -0.37 -7.44 0.74 -4.43 -2.54 -3.91 -4.36 -2.11 0.46 

20 -2.40 -0.83 -4.81 -2.49 -2.15 0.46 -3.13 -2.91 -37.03 2.71 -1.33 3.52 0.03 -4.16 -3.68 -1.18 -4.26 -3.20 -1.94 0.57 

21 1.29 -2.86 -3.22 -4.06 -2.59 -1.67 -1.42 -0.79 -9.22 1.05 -3.21 -3.38 -1.39 -2.77 -3.71 -2.05 -2.32 -4.77 -1.31 -4.99 

22 -3.72 -4.34 -1.96 -6.65 -2.13 -4.35 -1.38 0.32 29.91 0.87 -3.93 -1.07 -5.82 -3.03 -2.05 -2.20 -1.23 -1.79 -3.81 -0.58 

23 -4.07 -4.61 -1.66 -4.70 -3.39 -1.00 -3.99 -2.10 -17.24 -6.20 -1.31 3.32 -6.35 -2.33 -1.97 -1.76 -2.75 -2.63 -2.69 -0.55 

24 -3.49 -4.56 -0.90 -1.21 -2.56 -3.07 -3.13 -3.09 35.07 -5.55 -3.03 1.41 -6.69 -2.99 -2.31 -2.00 -3.94 -2.57 -1.66 -4.01 

25 -4.04 -3.73 -0.53 0.33 -2.06 -2.32 -0.98 -5.31 1.22 -5.26 -3.71 3.06 -6.49 -4.24 -4.10 -3.67 -3.89 -2.44 -2.25 -4.12 

26 -3.02 -5.10 -4.46 -4.31 -0.99 -1.45 1.33 -1.48 -14.14 -3.82 -2.81 -6.00 2.49 -4.66 -4.43 -2.21 -4.26 -1.94 -2.65 -2.84 

27 -2.55 0.42 -0.49 -5.90 -3.71 0.88 -0.28 -3.90 25.84 -1.28 -3.32 -2.85 -2.92 -3.40 -5.96 -2.17 -3.03 -24.8 -2.14 -5.82 

28 -2.89 -4.14 -1.15 -1.92 -3.91 0.37 -5.14 -3.17 -7.51 0.16 -2.75 -0.50 -5.94 -4.33 -2.54 -1.97 -0.32 -2.60 -2.78 -3.61 

29 -2.97 -2.12 -4.50 -1.40 -3.03 -8.24 -4.20 -2.71 -18.98 -4.02 -2.67 -2.64 -1.24 -2.71 -0.67 1.83 -3.97 -3.91 -1.94 -1.32 

30 -3.14 -2.77 -3.71 -4.79 -1.57 -3.15 -1.06 -0.49 -11.75 -5.52 -1.49 -6.23 -5.79 -1.82 -3.06 -1.01 -1.80 -3.54 -2.73 -1.75 
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ABSTRACT 

The aim of this paper is to study the long term and short term relationship 
between GDP and Export. Various statistically tests like Johansen 
Cointegration Test, Vector Error Correction Estimates, Wald test, ARCH Test 
and Serial Correlation Test have been performed. The data was collected 
from the website of World Bank for a period of 41 years i.e. 1970 to 2011. It 
was observed that the data shows cointegration between the variables but 
long term association was not found.  
 
Keywords: GDP, Export, Cointegration, VEC Method, ARCH Test, Serial 
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INTRODUCTION  

A country should be concerned about improving the quality of life of its citizens overall, and 
this involves macroeconomic development in a highly competitive and globalised world. 
Thus, creating wealth and/or increasing Gross Domestic Product (GDP) are of prime 
importance for any economy. There are two approaches to achieve this goal. One possibility 
is to find new export markets and provide an important engine for development. This 
strategy, second possibility is that it should primarily focus on economic growth to generate 
international trade? Exports are believed to be crucial in providing the impetus for economic 
growth in developing countries. Consequently, the export-led growth (ELG) strategy has 
been put forward as an alternative to the inward oriented strategy of development. In the 
literature there has been a considerable debate on the ELG and growth-driven export (GDE) 
hypotheses to decide the development policies and, of course, their implications for 
international trade.  
After Independence India had an inward-looking trade and investment policy, which 
included import substitution. This allowed the country to be self-sufficient but the costs of 
many goods for consumers were high because the industries did not face competition from 
abroad and multinational companies (MNCs). In 1990s, India began to follow economic 
liberalization approach wherein tariffs and import and export controls were relaxed. This 
reduced the costs to import inputs and further reduced the costs of some consumer goods. 
Thus the economic reforms resulted into real GDP growth, export growth, productivity 
increases, along with increased government borrowing and spending and an ever-
expanding fiscal deficit. 
The paper is divided in three sections: first one is review of literature, second is research 
methodology and third section is result and conclusion. 
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REVIEW OF LITERATURE 

Ghosh and Ostry (1995) has argued that using vector auto-regression analysis current 
account in developing countries acts as a buffer to smooth consumption in the face of shocks 
and capital mobility may after all be quite high in this group of countries. Jansen, K. (1995) 
tried to assess the channels of macroeconomic impact and their intensity and suggested that 
export-oriented DFI is likely to have a positive effect on private investment and growth, but 
can have adverse balance-of-payments consequences using Thailand as example. 
Kónya and Singh (2006) reviewed close to thirty export-growth time-series studies 
published etween 1978 and 2005. Based on various time-series techniques (unit-root and 
cointegration tests; singleequation, vector autoregressive (VAR) and vector error-correction 
(VEC) models), they focus exclusively either on India or on a group of countries that 
includes India. Though the results are sometimes controversial and sensitive to model 
specification, four studies found support for a significant positive correlation between 
exports and economic growth; eight for the ELG hypothesis; seven for the GDE hypothesis; 
and two for two-way causality between exports and growth. 
It is Adam Smith who first studies the relationship between international trade and 
economic growth. In his view, the development of division is the principal factor to improve 
the long-time growth of productivity, and the degree of division is constrained by the scope 
of market. Expansion of market will naturally deepen the division and improve the 
productivity, and then improve economic growth; The engine theory causes controversial 
disputes, many economists suggest that trade growth of developing countries is correlated 
to their own economic growth, their export growths are constrained by the economic 
growth of developed countries. William. Lewis is the representative personage of such 
economists. Irving Kravis (1970) puts forward new viewpoint, which is later accepted by 
lots of western economists, that foreign trade is a maid of economic growth rather than an 
engine. Classical school, Marxian school and New classical school all suggest that foreign 
trade has just indirect impact on accumulation and economic growth, in fact, foreign trade 
impacts on them through profit margin. Further, some Latin American economists have 
completely negative attitude on engine theory, they suggest that ,in modern global economy 
regime, developed capitalism countries are the core which is regulating the outer consisting 
of developing countries, the outer countries must comply with the core countries. This kind 
of depending relation makes foreign trade the reason of weakening the economy of the 
developing countries rather than the reason of improving the economy of the developing 
countries. 
Li Yuhong et. Al. (2010) did co-integration analyses with the data of import, export and 
economic, and the results suggests that growth of import greatly promotes economic 
growth of China, while that of export performs an opposite one. 
Giles & Williams (1999) they contributed to this literature in two ways. First, they provided 
a comprehensive survey of more than one hundred and fifty ELG applied papers. They 
described the changes that have occurred, over the last two decades, in the methodologies 
used to empirically examine for relationships between exports and economic Growth, and 
provide information on the current findings. The last decade has seen an abundance of time 
series studies which focus on examining for causality via exclusions restrictions tests, 
impulse response function analysis and forecast error variance decompositions. Their 
second contribution is to examine some of these time series methods. They showed that ELG 
results based on standard causality techniques are not typically robust to specification or 
method. Their results suggest that extreme care should be exercised when interpreting 
much of the applied research on the ELG hypothesis. 



Asian Accounting and Auditing Advancement, Volume 2, No 2 (2012) Issue 5                           ISSN 2218-5666                                                      

Copyright © 2012, Asian Business Consortium | 4A Journal Page 21 

 

 

Konya (2000) This paper investigates the possibility of Granger causality between the 
logarithms of real exports and real GDP in twenty-five OECD countries, between 1960 and 
1998. Two complementary testing strategies are applied. First, depending on th e time series 
properties of the data, causality is tested with Wald tests within finite-order vector 
autoregressive (VAR) models in levels and/or in first-differences. Then, with no need for 
pre-testing, a modified Wald procedure is used in augmented level VAR systems. In both 
cases we experiment with alter native deterministic trend degrees. Our study illustrates how 
sensitive the Granger causality test results can be to different methods and model 
specifications. This fact should warn applied researchers to take extreme care when 
interpreting such results. With this limitation in mind, upon our analysis we are confident to 
claim that there is no causality (NC) between exports and growth in the Netherlands, export 
causes growth (ECG) in Belgium and Iceland, growth causes export (GCE) in Canada and 
Japan, and there is two-way causality (TWC) in Sweden and in the UK. Although with less 
certainty, we also suspect that there is NC in Hungary, France, Greece and Luxembourg, 
ECG in Australia, Austria, Denmark, Ireland, Spain and Switzerland, GCE in Finland and 
Korea. However, in the case of Italy, Mexico, New Zealand, Norway, Portugal and the USA 
the results are too controversial to make a simple choice. 
Altaf et al. (2012) The main purpose of this article is to determine the significance of 
macroeconomic variables on Pakistan‘s economic growth with the application of vector 
autoregression (VAR) modelling using annual time series data. The quantitative evidence 
shows that real per-capita income growth is caused by money-supply. Exchange rate 
policies, government spending and money supply are significant in the regression of 
Investment. Similarly, exports and exchange rate policies affect the growth of real per-capita 
money supply. Forecast errors have been generated for both models using Variance 
Decomposition (VDC) analysis. 
Feasel et al. (2001) used the impulse response analysis and variance decomposition and 
suggested that the investment rates and growth rates of exports had significant short run 
effect on the growth rate of per capita output. They employed Vector auto-regression (VAR) 
analysis on the data of Korea for the period 1956-1994 and found the dynamic relationships 
among investment rates, output growth and export growth. To examine the impact of 
financial development on economic growth in china, Shan (2003) used Vector Auto-
Regression technique. He found that after contribution of labor input financial development 
came as the second force in leading economic growth in China. 
Kandil and Mirzaile (2004) used the data of nine developing countries in the Middle East 
and 
applied the empirical model include three policy variables: government spending, the 
money supply and the exchange rate. They found that there is asymmetry in the cyclical 
behavior of private consumption. The stabilizing function of policy shock appeared to 
asymmetric within countries and varied across countries. To maximize the policy effect on 
desired private consumption, the policy stance carefully designed which is the largest 
growing component of aggregate demand in many developing countries. They highlighted 
importance of country specific studies and argued that the result obtained from cross 
country were not able to address this issue. They used time series data from 1960 to 2001 to 
assess the finance growth link by taking investment, trade, saving and real interest rate into 
account. Their result supported the view that output growth caused financial depth in long 
run in contrary to conventional findings. 
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OBJECTIVES OF THE STUDY 

The primary objective of this paper is to study the long term an short term relationship 
between Growth in economy and Export. The secondary objectives are as: 

 Whether any long term association is there between GDP and Export 
 Whether any shot term association is there between GDP and Export. 

RESEARCH METHODOLOGY 

THE STUDY  

Co-integration analysis, which is mentioned above, with time-series is adopted in this paper 
for testing whether there exists long term or short term stationary causality between foreign 
trade and GDP growth, and for testing the unit root of each variable to confirm their 
stationarities. The following would be the desired time-sequence  data model , 

yit =ρi yi,t - 1 + Xitδi +εit 

where i = 1,…, N represent the number of time-series data; t = 1,…,T represents time 

span; xit are the exogenous variables in the model including fixed effect or time trend of 

each time-series unit; ρi is autoregressive coefficient, suppose that disturbance terms εit 

are mutual independence. 

If | ρi | < 1, yit represents the stationary process; 

if | ρi | = 1, yit represents the process of unit root.  
Take the logarithms of the gross domestic products (GDP) &  total export value (EXP), and 
they are LnGDP, & LnEXP. Then test their logarithm values and first difference values 
through time series unit root. Logarithm cited here is for convenience to get stationarity 
more easily, and is helpful to eliminate the heteroscedasticity of time series and the 
characteristics of time series and relationships would not be changed. 
The relationships between relevant indexes would be tested in this paper by three steps. 
First of all, test through unit root using time-series data[8]; then, use two-step method put 
forward by Engle and Granger (1987) to test the mutual long term causalities of relevant 
indexes; if the long term causality exists, then further test their short term causalities. 

CO-INTEGRATION ANALYSIS OF TIME-SERIES DATA AND LONG TERM CAUSALITY TEST 

In order to test the long term cassations between variables, two-step test method put 
forward by Engle and Granger (1987) is used. When measuring the long term causalities 
between GDP and relevant indexes of foreign trade, the measured variables are mutually 
simple integrated, and then the regression through the following time-series Equation (1) 
can be processed. Further, residual errors Eit comes out and it‘s tested through unit root to 
determine their stabilities. If Eit is stationary, the mutual long term causalities are proved to 
exist. 

Ln (*) = α + β Ln (**) + εit (1) 

where (*) and (**) separately represent GDP, IE, EXP and IMP. 

TIME-SERIES DATA ERROR CORRECTING MODEL AND SHORT TERM CAUSALITY TEST 

Co-integration relationships just reflect the long term balanced relations between relevant 
variables. In order to cover the shortage, correcting mechanism of short term deviation from 
long term balance could be cited. At the same time, as the limited number of years, the 
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above test result may cause disputes. Therefore, under the circumstance of long term 
causalities, short term causalities should be further tested as well. The error correcting 
models could be built as,  

d LnGDPit = ηi + Σα1d LnGDPi, t – 1+ Σβ1d LnEXPi, t-1 + λ ECMit + εit (1) 
where t represents year, d  represents first difference calculation, ECMit represents the 

errors of long term balance. If λ = 0 is rejected, error correcting mechanism happens, and 

the tested long term causality is reliable, it could be unreliable. If β1 = 0 is rejected, and 

then the short term causality is not proved to exist. 

THE SAMPLE 

The data was collected for a period of 41 years i.e. 1970 – 2011. The Indian GDP value is 
taken at USD rate and Indian Export value is also taken at USD rate. The data is timeseries 
in nature and hence we need to check the stationarity of data. Johansen Cointegration Test 
has been applied. 

 
RESULT AND ANALYSIS 
JOHANSEN COINTEGRATION TEST: 

Date: 09/28/12   Time: 16:00   

Sample (adjusted): 3 42   

Included observations: 40 after adjustments  

Trend assumption: Linear deterministic trend  

Series: GDP EXP01     

Lags interval (in first differences): 1 to 1  

Unrestricted Cointegration Rank Test (Trace)  

     
     Hypothesized  Trace 0.05  

No. of CE(s) Eigenvalue Statistic Critical Value Prob.** 

     
     None *  0.541824  33.28390  15.49471  0.0000 

At most 1  0.050286  2.063795  3.841466  0.1508 

     
      Trace test indicates 1 cointegrating eqn(s) at the 0.05 level 

 * denotes rejection of the hypothesis at the 0.05 level 

 **MacKinnon-Haug-Michelis (1999) p-values  

     

Unrestricted Cointegration Rank Test (Maximum Eigenvalue) 

     
     Hypothesized  Max-Eigen 0.05  

No. of CE(s) Eigenvalue Statistic Critical Value Prob.** 

     
     None *  0.541824  31.22011  14.26460  0.0001 

At most 1  0.050286  2.063795  3.841466  0.1508 
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 Max-eigenvalue test indicates 1 cointegrating eqn(s) at the 0.05 level 

 * denotes rejection of the hypothesis at the 0.05 level 

 **MacKinnon-Haug-Michelis (1999) p-values  

 Unrestricted Cointegrating Coefficients (normalized by b'*S11*b=I):  

     
     GDP EXP01    

 1.83E-12 -2.73E-11    

 1.72E-11 -6.91E-11    

     
      Unrestricted Adjustment Coefficients (alpha):   

     
     D(GDP) -4.81E+10  1.69E+09   

D(EXP01) -8.57E+09  1.65E+09   

     
     1 Cointegrating Equation(s):  Log likelihood -1994.731  

     
     Normalized cointegrating coefficients (standard error in parentheses) 

GDP EXP01    

 1.000000 -14.90328    

  (1.66044)    

Adjustment coefficients (standard error in parentheses)  

D(GDP) -0.088194    

  (0.01371)    

D(EXP01) -0.015728    

  (0.00330)    

     
     
 VECTOR ERROR CORRECTION ESTIMATES 

 Date: 09/28/12   Time: 16:01 

 Sample (adjusted): 4 42 

 Included observations: 39 after adjustments 

 Standard errors in ( ) & t-statistics in [ ] 

   
   Cointegrating Eq:  CointEq1  

   
   EXP01(-1)  1.000000  

   

GDP(-1)  0.003156  

  (0.03662)  

 [ 0.08618]  

C -6.59E+10  

   
   Error Correction: D(EXP01) D(GDP) 
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   CointEq1  0.266605  1.077768 

  (0.04354)  (0.21383) 

 [ 6.12336] [ 5.04027] 

   

D(EXP01(-1)) -0.057030  0.597009 

  (0.28252)  (1.38754) 

 [-0.20186] [ 0.43026] 

   

D(EXP01(-2))  0.301538  1.481283 

  (0.25057)  (1.23061) 

 [ 1.20341] [ 1.20369] 

   

D(GDP(-1))  0.062156 -0.607263 

  (0.06414)  (0.31502) 

 [ 0.96905] [-1.92771] 

   

D(GDP(-2)) -0.311778 -0.840578 

  (0.08648)  (0.42471) 

 [-3.60535] [-1.97919] 

   

C  1.79E+10  8.25E+10 

  (3.3E+09)  (1.6E+10) 

 [ 5.45359] [ 5.13057] 

   
    R-squared  0.857146  0.665672 

 Adj. R-squared  0.835501  0.615016 

 Sum sq. resids  2.99E+21  7.20E+22 

 S.E. equation  9.51E+09  4.67E+10 

 F-statistic  39.60097  13.14109 

 Log likelihood -948.1394 -1010.209 

 Akaike AIC  48.93023  52.11329 

 Schwarz SC  49.18616  52.36922 

 Mean dependent  1.16E+10  4.55E+10 

 S.D. dependent  2.35E+10  7.53E+10 

   
    Determinant resid covariance (dof adj.)  5.52E+40 

 Determinant resid covariance  3.95E+40 

 Log likelihood -1933.495 

 Akaike information criterion  99.87153 

 Schwarz criterion  100.4687 
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First Model: 

D(EXP01) = C(1)*( EXP01(-1) + 0.003156181335*GDP(-1) - 6.594715829e+010 ) + 

C(2)*D(EXP01(-1)) + C(3)*D(EXP01(-2)) + C(4)*D(GDP(-1)) + C(5)*D(GDP(-2)) + C(6) 

This equation will be our Error Correction Model and export will be dependable variable. 

C(1) is the coefficient of the integrating equation.   

(-1) + 0.003156181335*GDP(-1) - 6.594715829e+010 ) will be the cointegrating equation. 

This will be for long term causality. 

For short term causality, the equation will be : 

 C(4)*D(GDP(-1)) + C(5)*D(GDP(-2)) 

 

Second Model: 

D(GDP) = C(7)*( EXP01(-1) + 0.003156181335*GDP(-1) - 6.594715829e+010 ) + C(8)*D(EXP01(-

1)) + C(9)*D(EXP01(-2)) + C(10)*D(GDP(-1)) + C(11)*D(GDP(-2)) + C(12) 

Dependent Variable: D(EXP01)   

Method: Least Squares   

Date: 09/28/12   Time: 16:03   

Sample (adjusted): 4 42   

Included observations: 39 after adjustments  

D(EXP01) = C(1)*( EXP01(-1) + 0.003156181335*GDP(-1) - 

        6.594715829E+010 ) + C(2)*D(EXP01(-1)) + C(3)*D(EXP01(-2)) + 

        C(4)*D(GDP(-1)) + C(5)*D(GDP(-2)) + C(6) 

     
      Coefficient Std. Error t-Statistic Prob.   

     
     C(1) 0.266605 0.043539 6.123361 0.0000 

C(2) -0.057030 0.282523 -0.201861 0.8413 

C(3) 0.301538 0.250570 1.203410 0.2374 

C(4) 0.062156 0.064142 0.969046 0.3396 

C(5) -0.311778 0.086476 -3.605353 0.0010 

C(6) 1.79E+10 3.27E+09 5.453591 0.0000 

     
     R-squared 0.857146     Mean dependent var 1.16E+10 

Adjusted R-squared 0.835501     S.D. dependent var 2.35E+10 

S.E. of regression 9.51E+09     Akaike info criterion 48.93023 

Sum squared resid 2.99E+21     Schwarz criterion 49.18616 

Log likelihood -948.1394     Durbin-Watson stat 1.852283 

     
 

 

 

    
C(1) is the residual of one period lag of cointegrating vector Export and GDP. .266605 is 

one period lag and it is significant but the coefficient is not negative. It means that GDP 

has no long run causality on export.  
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Wald Test:   

Equation: Untitled  

    
    Test Statistic Value   df     Probability 

    
    F-statistic 24.72533 (2, 33)   0.0000 

Chi-square 49.45067 2   0.0000 

    
    Null Hypothesis Summary:  

    
    Normalized Restriction (= 0) Value   Std. Err. 

    
    C(4) 0.062156 0.064142 

C(5) -0.311778 0.086476 

    
    

Restrictions are linear in coefficients. 

 

Null Hypothesis H0: GDP of Lag 4 & 5 cannot jointly influence Export. 

Probability of Chi square statistic is less than 5% which means null hypothesis is 

rejected. Thus it can be jointly said that the log 4 and lag 5 of GDP jointly affect the 

export in short run. 

 

Histogram 

 
Null Hypothesis H0: Residual is normally distributed. Results shows that probability of 

Jarque – Bera test statistic is more than 5 percent. It means the null hypothesis is rejected. 

But the literature on VECM says we can accept the model if it is not normal. 
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Series: Residuals

Sample 4 42

Observations 39

Mean       1.16e-06

Median   8.43e+08

Maximum  1.94e+10

Minimum -2.39e+10

Std. Dev.   8.86e+09

Skewness  -0.485130

Kurtosis   4.326461

Jarque-Bera  4.388968

Probability  0.111416
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ARCH Test:    

     
     F-statistic 4.304473     Probability 0.021559 

Obs*R-squared 7.475684     Probability 0.023805 

     
          

Test Equation:   

Dependent Variable: RESID^2   

Method: Least Squares   

Date: 09/28/12   Time: 16:08   

Sample (adjusted): 6 42   

Included observations: 37 after adjustments  

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     C 3.96E+19 2.61E+19 1.521412 0.1374 

RESID^2(-1) 0.358720 0.170273 2.106737 0.0426 

RESID^2(-2) 0.155600 0.169664 0.917106 0.3655 

     
     R-squared 0.202046     Mean dependent var 8.07E+19 

Adjusted R-squared 0.155107     S.D. dependent var 1.44E+20 

S.E. of regression 1.33E+20     Akaike info criterion 95.58201 

Sum squared resid 5.97E+41     Schwarz criterion 95.71263 

Log likelihood -1765.267     F-statistic 4.304473 

Durbin-Watson stat 1.985812     Prob(F-statistic) 0.021559 

     
     

Null hypothesis H0: There is no ARCH effect. The Probability value of observed R square 

is 2.38 percent which is below 5 percent. Hence null hypothesis is rejected. It means there is 

ARCH effect among variables. 

 

Breusch-Godfrey Serial Correlation LM Test:  

     
     F-statistic 14.43482     Probability 0.000037 

Obs*R-squared 18.80613     Probability 0.000082 

     
          

Test Equation:   

Dependent Variable: RESID   

Method: Least Squares   

Date: 09/28/12   Time: 16:08   

Presample missing value lagged residuals set to zero. 
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Variable Coefficient Std. Error t-Statistic Prob.   

     
     C(1) -0.019068 0.040729 -0.468163 0.6429 

C(2) -0.037998 0.216491 -0.175518 0.8618 

C(3) 0.562751 0.192925 2.916944 0.0065 

C(4) 0.001592 0.047070 0.033823 0.9732 

C(5) -0.054661 0.063019 -0.867378 0.3924 

C(6) -1.89E+09 2.64E+09 -0.716541 0.4790 

RESID(-1) 0.156938 0.156281 1.004204 0.3231 

RESID(-2) 0.107416 0.164499 0.652988 0.5186 

     
     R-squared 0.482208     Mean dependent var 1.16E-06 

Adjusted R-squared 0.365288     S.D. dependent var 8.86E+09 

S.E. of regression 7.06E+09     Akaike info criterion 48.37461 

Sum squared resid 1.55E+21     Schwarz criterion 48.71585 

Log likelihood -935.3049     Durbin-Watson stat 2.572453 

     
     

Null hypothesis H0: There is no Serial Correlation Effect. The Probability value of 

observed R square is 0.000 percent which is below 5 percent. Hence null hypothesis is 

rejected. It means there is Serial Correlation effect among variables. 

CONCLUSION 

The results showed that there is no long term causality between GDP and Export. But the 
result of Wald test shows that short term causality is there between GDP and Export. These 
results are in conformity of Jin & Yu (1996) in which they observed the GLE for US 
Economy.  The result of non causality of GLE in Indian case may be possible because prior 
to 1991 it was preliberalised economy period thus export was totally controlled one. Short 
run causality is possible because after 1991, in short period growth in GDP may led to 
increase in Export. 
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ABSTRACT 

This study aims at examining different dimensions of practicality and 
applications of a customer-based brand equity using the Aaker‘s five-factor 
model. Structured questionnaire was filled from a sample of 645 actual 
account holders (customers) of Islami Bank Bangladesh Ltd. Exploratory 
Factor Analysis is used to investigate the causal relationships among the 
proposed seven dimensions of brand equity. This paper is surveyed within 
Dhaka city. Brand Image is found to be the most significant latent variable in 
measurement of brand equity dimensions. Brand Association and Brand 
Loyalty are found to be influential dimensions of brand equity. Weak 
support for the perceived quality and brand awareness dimensions are 
identified in this paper. 
 
Keywords: Brand equity, Brand Association, Exploratory Factor Analysis 
 

INTRODUCTION  

The concept of brand equity emerged in 1990s as non-financial market-based intangible 
assets that reveals a store of future profits resulting from past marketing activities (Ambler, 
2003). Later, the concept of brand equity became an integral part of marketing performance 
measurement (Ambler, Kinaki and Puntoni 2004; Ambler 2003; Clark1999) which became 
the rationale of measuring brand equity of many brands. This study follows consumer-
based brand equity(CBBE) as brand equity provides value to customers by enhancing their 
interpretation and processing of information, confidence in case of purchase decision and 
satisfaction (Aker, 1991). Based on Aker‘s Model and Kevin Lane Keller (2011), six 
independent variables are being selected as the measurement for determining consumer-
based brand equity. According to Bharadwaj, Varadarajan and Fahy(1993), brand equity is 
an important source of competitive advantage, especially in services industries where the 
prime benefit is intangible and consumers perceive high risk. 
The market for Islamic financial products is accelerating worldwide in different regions. 
Islamic financial products are generally aimed at investors and clients who want to comply 
with the Islamic code of laws (Shariah) that govern a Muslim's daily life. The religious 
commitment (hereafter, religiosity) impact a person‘s buying intentions (Cornwall, 1989; 
Mokhlis, 2006). Religious beliefs, practices, experiences and knowledge are likely to 
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influence buying pattern of the Islamic financial products. In the buying decision process, 
consumers may look at and rely on brand names or use brand reputation to make a variety 
of judgments, especially as a risk-reducing factor (Taylor & Rao, 1982). Besides, consumers 
also consider the perception of image (status), price, value and quality of the brands before 
they purchase a particular product/service (Ghose & Lowengart, 2001). Despite of the 
critical role of religion in shaping people‘s attitude and behavior and the current trend 
towards the global revival of organized religiosity, it has received a little attention from 
marketing scholars (Armstrong, 2001; Arnould et al., 2004; Mokhlis, 2006).  People 
purchasing any product or service considers the extent to which particular product or 
service are suitable with specific religious belief (Essoo & Dibb, 2004). However, most of the 
current research is on the impact of religiosity on buying behavior. The lack of research in 
analyzing the Islamic brand equity and its impact of the different dimensions provides the 
main contribution to this paper. The paper is developed with brief literature review 
followed by data analysis designed with exploratory factor analysis and interpretation. 
The main objective of the study is to investigate the impact of brands‘ latent variables 
(including awareness of Halal & Haram) on brand equity of IBBL. 

LITERATURE REVIEW 

Brand equity is a typical concept to describe the multiplicity of voices that results from 
researchers by looking at different aspects of the same concept. At the one end is the 
psychological value of a brand; while at the other end is the financial value of the brand, i.e. the 
amount a brand is worth to the owner (Schultz, 2003). Such a distinction is found  in one of the 
most commonly cited definitions of brand equity, that is ―a set of assets and liabilities linked to a 
brand, its name and symbol, that adds to or subtracts from the value provided by its product or 
service to a firm and/or to that firm‘s customers‖ (Aaker 1991, p.12). Therefore, Brand equity can 
be analyzed on two tiers, depending on the beneficiary of value (consumer or firm). 
Keller (1993, p.2) defined consumer-based brand equity as the ―differential effect of brand 
knowledge on consumer response to the marketing of the brand.‖ According to this 
conceptualization, a brand is positively valued when the consumer reacts more favorably to the 
marketing of a product with a known brand name in contrast to an identical but unbranded 
product. Brand knowledge is conceptualized as an ―associative network memory model‖ 
consisting of two dimensions: brand awareness and brand associations in consumer‘s memory. 
Positive consumer-based brand equity (CBBE) arises when the consumer is aware of the brand 
and has strong, unique and favorable brand associations in his or her mind. According to Keller, 
Customer based brand equity = Brand name value-product value. If the consumers react more 
favorably to the product/service, price promotion, or distribution of the brand, the brand 
supposed to have positive brand image and vice versa. CBBE thus requires enhanced brand 
awareness and the creation of favorable, strong and unique brand associations. This paper aims 
to build a framework about the brand equity dimensions that associates to develop Islamic 
Brands, specifically Islamic banks. To build CBBE for organizations, corresponding attributes 
could be translated in to benefits for consumers. In case of Islamic brands, it can be developed 
through benefits of being Shariah compliant with the banking services. 
The CBBE measure of brand equity provides a primary step in the way of understanding 
brand valuation in the financial sectors. It is observed that this equity scale quantifies the 
intangible marketing asset per se; nevertheless, it is not intended to place a financial value 
on the asset (Ambler 2003). The brand experts realize that the valuation of financial brands 
was largely based on discounted cash flows. This basic method of brand valuation is 
insightful of the limited knowledge of brands and brand equity in financial institution. 
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CONCEPTUAL FRAMEWORK 

Among several brand equity models in the literatures available, this study uses Aker‘s 
(1991) commonly cited and practically applicable model. It has been empirically tested in a 
number of previous studies (Atilgan, Aksoy, and Akinci, 2005; Kim and Kim,2004; Yoo, 
Donthu, and Lee,2000; Christodoulides, Chernatony, Furrer, Shiu and Abimbola, 
2006;Enayet, 2007). With Aker‘s brand equity model used in various countries like USA, UK, 
China, Korea, Malaysia and Bangladesh; this study attempts to test the measurement of 
customer-based brand equity with awareness of Islami Banks in Bangladesh, which is 
shown below.  

 
Figure 1 
Five factor model of Brand Equity 

 
 

A conceptual framework for brand equity (source: Aaker, 1991). 
 
In this paper, six independent variables(Perceived Quality, Brand awareness, Brand 
association, Brand loyalty, Brand image and Brand name) are being studied to find out the 
relation with one dependant variable ( overall brand equity). 
Previously many researches has been done to measure the brand equity of sportswear, 
online brands and many other tangible products (Boonghee Yoo, Naven Donthu, 1999; 
George Christodoulides 1a,Leslie de Chernatonya ,Olivier Furrerb ,Eric Shiua andTemi 
Abimbolac, 2006; Xiao Tong, Hawley, 2009), but there is no single study done so far to 
measure the brand equity of service specially Islamic financial services. This study aims to 
fill the gap in research by focusing on the investigation of brand equity variables that have 
impact on the brand equity for purchasing Islamic brands specifically financial products.  
The proposed determinants of brand equity are: 
Perceived Quality (PQ) is the consumer‘s judgment about a product/services‘ overall 
excellence or superiority (Zeitham1, 1988; Aker and Jacobson, 1994). The perceived quality 
of product/ services of stronger brands add value to consumer‘s purchase evaluations. 
Brand Awareness (BAW) is one of the important components of brand equity. It refers to 
the ability of a potential buyer to recognize or recall a brand as a member of a certain 
product category (Aaker, 1991). According to Keller (1993), brand awareness consists of two 
sub-dimensions: brand recall and recognition. Brand recognition is the first step in the task 
of brand communication, whereby a firm communicates the product‘s attributes until a 
brand name is established. Brand awareness can be a sign of quality and commitment, 
letting consumers become well known with a brand and helping them consider it at the 
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point of purchase (Aaker, 1991). In this study, it has been considered that the consumer‘s 
awareness about halal and haram offerings (i.e. Shariah compliance) could have impact on 
consumption behavior of customers. 
Brand Association (BAS) is anything "linked" in memory to a brand (Aaker, 1991). It is said 
to contain the meaning of the brand for consumers. Brand association could see in all forms 
and reflects features of the product or aspects independent of the product itself (Chen, 2001). 
A set of associations consequentially forms a brand image. Brand associations create value 
for the firm and its customers by helping to retrieve information, differentiate the brand, 
and create positive attitudes or feelings that provide a reason to buy (Aaker, 1991). 
Brand Loyalty (BL) often defined as tendency to stick to the brand by having good 
relationship and satisfaction (Kelvin and Keller, 1993). Aker (1991) termed Loyalty as the 
major component of brand equity. It is often defined as ―the tendency to be loyal to a focal 
brand as demonstrated by the intention to buy it as a primary choice‖ (Oliver, 1997). Loyal 
customers are less likely to switch to other competing brands irrespective of price changes 
and even advocates others in favor of the brand (Tong and Hawley, 2009). In case of Muslim 
consumers, the consumer will be loyal as long as the brand conforms to their values, i.e. 
Shariah compliant. 
Brand Image (BI) influences the perception of quality of the products and the additional 
services, whereas corporate reputation actions beyond brand image, estimating the 
customer value and customer loyalty (Arch Woodside, 2010). From the encyclopedia of 
business dictionary, major elements of Image are: 1) the core business and financial 
performance of the company, 2) the reputation and performance of its brands ("brand 
equity"), and 3) its reputation for innovation.  
Brand Name (BN) is one of the significant brand development elements. Kotler, one of the 
marketing Gurus, often defines a brand as name, term, sign, symbol, jingle, etc. Brand 
choice requires emotional cues as well (Young, 2007); however, the name can create an 
emotion about the brand in the mind of target customers. 

DATA COLLECTION AND METHODOLOGY  

This empirical research is completely based on primary data collected from customers of 
IBBL from all the 43 branches based on Dhaka City.  We attempted to investigate the 
perception of the clients about various Halal offers, identify their preference in purchasing 
banking products and investigate the dimensions behind preferring those. Sample size of 
the research selected purposively with an aim of availability of the data and within the 
frame of research limitations. From each branch, a number of 15 respondents have been 
selected randomly.  
A pilot study was made before collecting data from the respective customers of IBBL. 
Questionnaire was developed based on the valued opinion of the academicians and research 
groups. After proper correction and improvement of the structured questionnaire, data is 
collected randomly from 15 customers from each branch. A total number of 645 (43x15) 
respondents were targeted as sample. Structured questionnaire was given to fill out 
consisting of both demographic and primary data. The survey questionnaire consisted of 
items for measuring the dimensions of brand equity, and overall brand equity. Brand equity 
items were developed from existing scales to measure the seven constructs on a five-point 
Likert scale (1 = Low score of agree to 5 = strongly agree) as suggested by Anderson and 
Gerbing (1988). 
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RESULT CRITERIA 

Theory derived from the most often used literature survey and repeatedly used criteria are 
used in this study. As the first criterion Cronbach‘s  Alpha was used where a value of more 
than 0.7O is proposed which seems to reflect the idea in many literatures of what an 
acceptable Alpha should be (Nunnally, 1967). As proposed by Kline (1986) the criterion used 
for average inter-item correlations is that they should be >0.3O. The criterion used in this 
study for item-rest correlations is that they should be >0.20.  
Secondly, for the factor loading and principal component analysis the following criteria 
were used: factor loadings should be >.5O and the difference between factor loadings of an 
item on two factors should be >.10. If items in the scales yielded by the factor analysis did 
not meet the criteria, they were removed from the scales. Therefore, the scales, which were 
adopted in this study, have fewer items than the scales as developed in the paper.  

ANALYSIS AND FINDINGS  

Of the selected respondents, 640 were successfully interviewed and were used in the final 
analysis. Structural Equation Modeling (SEM) was employed for Exploratory Factor 
Analysis. 
Exploratory Factor Analysis 
In Exploratory Factor Analysis, the aggregate measures for data were correlated with each 
other and with the scales derived from factor analysis. To assess the reliability and internal 
consistency of the scales several criteria were used. Items that did not meet the criteria were 
left out from subsequent analyses. This was done to increase the homogeneity of the scales. 
We followed the two-step approach recommended by Anderson and Gerbing (1988). In the 
first stage, the measurement model was analyzed to ensure sufficient reliability and validity 
of the constructs. In the second stage, the factor loading of each variable were tested and 
analyzed. 
Reliability 
At first, we examined internal consistency of the collected data. Often, only Cronbach's Alpha 
(α) (Cronbach, 1951) is given as an indication of internal consistency. This, however, has two 
problems. First, α is affected by the number of items in a scale. A value of Alpha higher than 0.70 
has been suggested as adequate by Nunally (1967). However, “α” of a scale with many items 
can be higher with a relatively low average inter-item correlation. In a uni-dimensional scale, a 
relatively high average inter-item correlation would be expected. Secondly, “α” is affected by 
dimensionality within a scale. Although “α” decreases as a function of multidimensionality, it 
can reasonably be high even when items are somewhat interrelated (Cortina, 1993). Therefore, 
not only Cronbach “α” but also the average of the scale were calculated.  
The scale statistics for the dimensions of brand equity are presented in Table 01. It shows that 
among all the latent factors, only demographic variable, consisting of six observed variables has 
a score of 0.199 only. This lowest value of Cronbach Alpha signifies low consistency of observed 
data. This may because of the fact that most of the observed variables content missing data. All 
other latent variables have scores of more than 0.7 with the exception of ―Overall Brand Equity‖. 
This demonstrates consistency of the observed variables.  
The values of inter-item mean of all the variables ranges from 4.3 to 4.6 excluding demographic 
variable (Table 01). The values of Inter-item Standard Deviation (SD) of the latent factors reveal 
that respondents were heterogeneous in nature (Cronbech, 1951). The combined result of 
Cronbach Alpha for all the 32 variables scores 0.913, which is really high. This overall high value 
of Cronbach Alpha signifies almost consistency of all the collected data used for the paper. 
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Table 01 
Reliability Score of Latent Factors 

SL. 
No. 

Latent Factor/ 
Unobserved Variables 

No. of  
Items 

Cronbach  

Alpha (α) 
Inter-item  
Mean 

Inter-item 
Std. Deviation 

1 Perceived Quality  4 0.721 4.270 2.890 

2 Brand Awareness  3 0.738 4.287 2.063 

3 Brand Association  4 0.782 4.414 3.010 

4 Brand Loyalty  5 0.802 4.251 3.837 

5 Overall Brand Equity  3 0.611 4.265 4.704 

6 Brand Image  3 0.773 4.434 4.510 

7 Brand Name  3 0.648 4.591 1.709 

8 Demographic Variables 6 0.199 2.210 2.757 

Source: Computed with primary data using SPSS (20) 

 
Adequacy of sampling was done using Kaiser-Meyer-Olkin measurement in Table 02. All 25 
observed variables were considered for the test. It results 0.944 and signify satisfactory 
sampling adequacy for testing farther factor analysis. Bartlett‘s Test of Sphericity was also 
tested which results positive Chi-Square with significant level of 0%. 

Table 02 
KMO and Bartlett's Test 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .944 

Bartlett's Test of Sphericity Approx. Chi-Square 7509.986 

df 300 

Sig. .000 

It should be noted that BAW3, BAS1, BAS2, BAS3, BL2, BL4, OBE3 and BN1are significantly 
and positively (Appendix, Table II). This represents Nonparametric Zero-Order Correlations 
Coefficient between the 25 observed variables. Using the results, we have reduced eight 
observed variables in order to make the factor to be loaded properly. In the simple 
regression test, they found to be less influential than the correspondent observed variables 
and hence reduction of these eight variables gives a properly loaded factor result. 
Principal Component Analysis (PCA) 
Secondly, In order to know the dimensionality of the variables, Exploratory Factor Analysis 
was calculated using Principal Component Analysis, which is defined as an orthogonal 
linear transformation that transforms all the observed data into a new coordinate system. 
For example, the greatest variance by any projection of the data comes to lie on the first 
coordinate (called the first principal component), the second greatest variance on the second 
coordinate, and so on (Abdi & Williams, 2010). 
The PCA transformation or preserves dimensionality (that is, gives the same number of 
principal components as original variables) is given by: 

 

 
 

V is not uniquely defined in the usual case when m < n − 1, but Y will usually still be 
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uniquely defined. Since W (by definition of the SVD of a real matrix) is an orthogonal 
matrix, each row of YT is simply a rotation of the corresponding row of XT. If we want a 
reduced-dimensionality representation, we can project X down into the reduced space 
defined by only the first L singular vectors, WL: 

 Where  with  the 

 rectangular identity matrix. The matrix W of singular vectors of X is 

equivalently the matrix W of eigenvectors of the matrix of observed 

covariance C = X X
T
,  

 
At first, all the 25 observed variables (Appendix, Table I) were used to run in PCA to know 
the basic dimensions among the variables. A common practice is to delete non performing 
items (i.e. BAW 3; I am familiar with the brand, BAS1; IBBL has very unique brand image, 
compared to competing brands, BAS2; I respect and admire people who have account at 
IBBL, BAS3; I like the brand image (Islamic image) of IBBL etc.). A total number of eight 
non-performing items with cross loading in factor analysis was deleted and finally a clean 
factor structure was performed (Thurstone, 1947). From the output, three factor solutions 
were emerged with Eigen values exceeding 1 (Gorsuch, 1983). Following scree plot (Figure 
2) shows the above results graphically. It depicts that three factor/component could be 
extracted from the data set using varimax rotation. 
Figure 2: Scree plot 

 
Table 03 shows that the results of the factor analysis using PCA with varimax rotation 
technique to determine dimensions of observed variables.  After grouping the variables with 
a factor loading higher than 0.5 under a factor the result of factor analysis shows that there 
were three Brand Equity dimensions effect the total customer based Brand Equity.  These 
three factors are accounted for total variance 56.333% (Table 2).  
First Component (Factor 01): This component is consist of initial six observed variables namely 
BAS4 (I like and trust IBBL for its Shariah Compliance), BIM2(IBBLoffers guaranteed Halal 
products), BIM1 (I can rely on Shariah aspects to transact with IBBL), BIM3 (As the personnel of 
IBBL are practicing Muslims, I feel secured of its Shariah compliant services), PQ1 (I trust the 
quality of the service based on Shariah), BL5 (I would love to recommend IBBL to my friends) 
with factor loading of 0.776, 0.767, 0.741, 0.715, 0.697 and 0.611 respectively. This component 
alone is account for 43.511% of variation with an Eigen value of 9.137 (Table 03). Such high result 
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signifies that within this analysis the above-mentioned six observed variables are mostly 
significant for the calculation of customer based Brand equity of a brand.  
Table 03 
Factor analysis of Customer Based Brand Equity(CBBE) 

Rotated Component Matrixa 

 Component 

1 2 3 

BAS4 .776   

BIM2 .767   

BIM1 .741   

BIM3 .715   

PQ1 .697   

BL5 .611   

PQ3  .742  

BAW1  .742  

BAW2  .732  

PQ2  .676  

BL3  .557  

BL1  .506  

PQ4  .505  

BN3   .766 

BN2   .636 

OBE1   .624 

OBE2   .605 

Eigenvalues 9.137 1.602 1.09 

% of Variance 43.511 7.63 5.191 

Extraction Method: Principal Component Analysis. 
Rotation Method: Varimax with Kaiser Normalization

.a
 

a. Rotation converged in 6 iterations. 
 
Second Component (Factor 02): This dimension is consist of seven variables namely PQ3; 
Service from the bank offers excellent features, BAW1; Some special characteristics of the bank 
come to my mind quickly, BAW2; I can recognize the bank quickly among other competing 
banks, PQ2; Service of the banks would be of very good quality, BL3; I will keep on using IBBL 
as long as it provides me satisfied service, BL1; I consider myself to be loyal to IBBL and PQ4; 
Service provided by IBBL is of low cost than other banks with factor loading of 0.742, 0.742, 
0.732, 0.676, 0.557, 0.506 and 0.505 respectively. This dimension is second most priority factor for 
higher level of brand equity scoring eigen value of 1.602 with 7.63% of variance (Table 03). 
Third Component (Factor 03): This dimension is consists of four observed variables namely 
BN3; Whenever I think of Islamic banking, the name of IBBL comes in mind, BN2; Easy to 
understand the brand positioning of IBBL by its naming, OBE1; Even if another brand has 
the same features as IBBLand OBE2, I would prefer to use IBBL If another brand is not 
different from IBBL in any way, it seems rationale to be with IBBL with factor loading of 
0.766, 0.636, 0.624 and 0.605 respectively. This dimension is the third most priority factors 
for brand equity calculation with Eigen value of 1.09 with 5.191% of variance (Table 03). 



Asian Accounting and Auditing Advancement, Volume 2, No 2 (2012) Issue 5                           ISSN 2218-5666                                                      

Copyright © 2012, Asian Business Consortium | 4A Journal Page 40 

 

 

Above results signifies that Brand Image (with observed variables of BIM1, BIM2 and 
BIM30) has been placed into first dimension of factor analysis and hence a higher 
percentage of importance is required for creating brand image than others latent variables of 
customer based brand equity. It is also to be mentioned here that such high result for brand 
image creates an opportunity to reshape the model of brand equity given by Aaker‘s five-
factor model. One observed variables from ease latent variables namely Perceived quality, 
Brand Association and Brand Loyalty have also been placed into first dimension.  

RECOMMENDATION 

The measures of CBBE encourages managers and marketing practitioners to perceive this 
intangible ―as a passive or reactive result of marketing interventions.‖(Brown, Kozinets and 
Sherry 2003). From the result of this study, it suggests strongly to create more brand image 
for increasing brand equity; however, CBBE aligns with the logic for marketing based on 
which consumers are co-creators of brand meaning and value (Vargo and Lusch 2004). By 
assessing different dimensions of CBBE, marketers are able to identify areas of their strength 
and weaknesses. CBBE measures can also foster marketers in making decisions about 
market positioning strategies. Moreover, the CBBE measures can help marketers get insights 
into the relationship between their brand performance and bottom line measures such as 
profit, market share and sales (Ambler 2003). 

CONCLUSION 

Future research scope is available for other banks and industry who deals with Islamic 
products and services. Further research would amplify the significance of this analysis by 
adding performance measurement into the model and factor analysis tools. Banking 
industry as a whole especially brand managers and marketing planners should consider the 
relative importance of brand equity in their overall brand equity evaluation. This study 
contributes to the scant literature testing the applicability of consumer-based brand equity 
in case of Islamic banking products in Bangladesh. Since Bangladesh is one of the world‘s 
growing economies, this study also provides important insights about the understanding of 
consumers‘ perceptions of overall brand equity and its dimensions. 
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Appendix (Table I) 
List of variables and their short name 

Short  
Name 

Type 

PQ Perceived Quality 

PQ1  I trust the quality of the service  (based on Shariah) 

PQ2  Service of the banks would be of very good quality  

PQ3  Service from the bank offers excellent features  

PQ4 Service provided by IBBL is of low cost than other banks 

BAW Brand Awareness 

BAW 1 Some special characteristics of the bank come to my mind quickly 

BAW 2 I can recognize the bank quickly among other competing banks 

BAW 3 I am familiar with the brand 

BAS Brand Association  

BAS1  IBBL has very unique brand image, compared to competing brands  

BAS2  I respect and admire people who have account at IBBL 

BAS3  I like the brand image(Islamic image) of IBBL 

BAS4 I like and trust IBBL for its Shariah Compliance 

BL Brand Loyalty  

BL1  I consider myself to be loyal to IBBL 

BL2  When doing banking, IBBL would be my first choice  

BL3  I will keep on using IBBL as long as it provides me satisfied service 

BL4  I will be IBBL‘s customer even if they increased price of the service  

BL5  I would love to recommend IBBL to my friends  

OBE Overall Brand Equity  

OBE1  Even if another brand has the same features as IBBL, I would prefer 
to use IBBL  

OBE2  If another brand is not different from IBBL in any way, it seems 
rationale to be with IBBL 

OBE3  IBBL is more than a bank to me  

BIM Brand Image 

BIM1 I can rely on Shariah aspects to transact with IBBL  

BIM2 IBBL offers guaranteed Halal products. 

BIM3 As the personnel of IBBL are practicing Muslims, I feel secured of 
its Shariah compliant services. 

MN Brand Name 

BN1 Its name is more convincing and directly reflects Islam. 

BN2 Easy to understand the brand positioning of IBBL by its naming. 

BN3 Whenever I think of Islamic banking, the name of IBBL comes in 
mind. 
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Appendix (Table II) 
Nonparametric Zero-Order Correlations Coefficient between the observed variables 

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

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

 
Table III 
Total Variance Explained 

Component 

Rotation Sums of Squared Loadings 

Total % of Variance Cumulative % 

1 4.265 23.693 23.693 

2 4.062 22.566 46.260 

3 2.217 12.316 58.576 

Extraction Method: Principal Component Analysis. 

 
   

 

  

 

 

 

  

PQ1 PQ2 PQ3 PQ4 BAW1 BAW2 BAW3 BAS1 BAS2 BAS3 BAS4 BL1 BL2 BL3 BL4 BL5 OBE1 OBE2 OBE3 BIM1 BIM2 BIM3 BN1 BN2 BN3

PQ1 1.000

PQ2 .452
** 1.000

PQ3 .361
**

.603
** 1.000

PQ4 .377
**

.425
**

.434
** 1.000

BAW1 .405
**

.496
**

.573
**

.522
** 1.000

BAW2 .419
**

.546
**

.534
**

.420
**

.642
** 1.000

BAW3 .201
**

.349
**

.430
**

.299
**

.451
**

.433
** 1.000

BAS1 .365
**

.447
**

.427
**

.382
**

.497
**

.459
**

.501
** 1.000

BAS2 .371
**

.358
**

.333
**

.340
**

.308
**

.335
**

.440
**

.415
** 1.000

BAS3 .433
**

.403
**

.395
**

.362
**

.391
**

.411
**

.431
**

.466
**

.511
** 1.000

BAS4 .572
**

.406
**

.338
**

.413
**

.358
**

.404
**

.360
**

.479
**

.486
**

.610
** 1.000

BL1 .405
**

.450
**

.518
**

.375
**

.534
**

.535
**

.370
**

.506
**

.340
**

.435
**

.440
** 1.000

BL2 .409
**

.459
**

.455
**

.361
**

.483
**

.511
**

.414
**

.433
**

.413
**

.482
**

.426
**

.545
** 1.000

BL3 .449
**

.612
**

.494
**

.491
**

.451
**

.484
**

.346
**

.453
**

.415
**

.437
**

.482
**

.466
**

.556
** 1.000

BL4 .397
**

.390
**

.455
**

.379
**

.413
**

.439
**

.296
**

.347
**

.351
**

.407
**

.434
**

.522
**

.423
**

.477
** 1.000

BL5 .453
**

.448
**

.423
**

.420
**

.456
**

.428
**

.296
**

.397
**

.419
**

.462
**

.480
**

.449
**

.466
**

.525
**

.552
** 1.000

OBE1 .293
**

.303
**

.360
**

.259
**

.385
**

.375
**

.411
**

.363
**

.309
**

.375
**

.294
**

.419
**

.424
**

.361
**

.376
**

.363
** 1.000

OBE2 .275
**

.367
**

.462
**

.285
**

.446
**

.467
**

.407
**

.350
**

.304
**

.376
**

.235
**

.437
**

.492
**

.384
**

.381
**

.332
**

.629
** 1.000

OBE3 .414
**

.395
**

.404
**

.374
**

.470
**

.444
**

.307
**

.413
**

.333
**

.413
**

.425
**

.505
**

.404
**

.461
**

.482
**

.498
**

.341
**

.369
** 1.000

BIM1 .554
**

.437
**

.374
**

.402
**

.400
**

.398
**

.239
**

.385
**

.401
**

.492
**

.637
**

.478
**

.410
**

.464
**

.426
**

.541
**

.371
**

.325
**

.452
** 1.000

BIM2 .554
**

.394
**

.350
**

.356
**

.389
**

.358
**

.184
**

.390
**

.368
**

.429
**

.573
**

.377
**

.392
**

.438
**

.424
**

.490
**

.270
**

.280
**

.409
**

.612
** 1.000

BIM3 .455
**

.382
**

.314
**

.333
**

.326
**

.350
**

.093
*

.342
**

.325
**

.295
**

.486
**

.335
**

.289
**

.399
**

.398
**

.481
**

.200
**

.159
**

.437
**

.520
**

.507
** 1.000

BN1 .383
**

.321
**

.263
**

.277
**

.302
**

.297
**

.184
**

.344
**

.367
**

.411
**

.471
**

.369
**

.359
**

.368
**

.344
**

.379
**

.302
**

.275
**

.339
**

.513
**

.498
**

.403
** 1.000

BN2 .374
**

.392
**

.339
**

.340
**

.345
**

.370
**

.343
**

.392
**

.419
**

.414
**

.435
**

.300
**

.438
**

.408
**

.361
**

.416
**

.325
**

.362
**

.350
**

.474
**

.440
**

.346
**

.412
** 1.000

BN3 .194
**

.280
**

.287
**

.221
**

.286
**

.332
**

.401
**

.348
**

.313
**

.384
**

.267
**

.320
**

.404
**

.340
**

.191
**

.243
**

.376
**

.368
**

.227
**

.317
**

.240
**

.213
**

.344
**

.455
** 1.000
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ABSTRACT 

For attaining better  performance  in  manufacturing  firms, working  capital  
management  plays  a  noteworthy  role. The study analyzes the impact of 
the length of cash conversion cycle on firm‘s profitability, as a performance 
measure. For this purpose, data of 31 manufacturing firms under 
engineering and textile industries are considered which are listed on Dhaka 
Stock Exchanges. Relevant data have been collected from the audited 
financial statements published in the annual reports for the year 2011 of the 
concern firms. It is suggested that the firms should try to shorten the length 
of cash conversion cycle that will increase the profitability of the firms. 
Among three components of cash conversion cycle, account receivable 
collection period in days is more crucial for the manufacturing firms. To 
increase sales firms should tradeoff between sales and associated risk before 
offering credit facilities to their customers. Analyses also reveal that listed 
engineering firms are more profitable than listed textile firms. The study also 
proves the positive association between size of firm and profitability.  
 
Keywords: Bangladesh, Cash Conversion Cycle, Manufacturing Sector, 
Profitability, Working Capital Management. 
 

INTRODUCTION  

For moving a country position from low-income to middle-income, the industrial sector has 
played a vital role and this is more pertinent for the developing countries like Bangladesh. 
As the industry can provide high-wage employment for workers and can move up 
productivity by producing high-value goods on a mass level. For any country, the average 
productivity of industry is higher than in agriculture or any other service-sector activities. 
Poor countries can ensure a large extent of employment besides earning valuable foreign 
exchange by exporting manufactured products. Bangladesh as an over populated country 
with a low-income group of people is unlikely to prosper through agricultural growth 
alone. Thus, industrialization through developing different manufacturing companies is the 
must for Bangladesh to ensure the sustainable economic development. In the context of 
Bangladesh, research activities have traditionally focused on capital management 
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concentrating on long-term issues like capital structure, investments, firm‘s valuations, etc. 
The previous studies have explored a very little of working capital management (WCM) in 
the context of this country. Taking into account this research gap, the present study seeks to 
focus on working capital management area and intensely the dependency of profitability on 
cash conversion cycle (CCC), one of the powerful measures of WCM. 
Irrespective of size, location and nature of business, every organization requires a necessary 
amount of working capital. As all other things being equal, the greater the relative proportion of 
liquid assets, the lesser the risk of running out of liquid money. Working  capital  management  
efficiency  is  vital  especially  for  manufacturing  firms,  where  a  major part of assets is composed 
of current assets (Van Horne and Wachowitz, 2000) and thus, the significance of working capital 
management efficiency is irrefutable (Filbeck and Krueger, 2005). It directly affects the profitability 
and liquidity of firms (Raheman and Nasr, 2007). The ultimate goal of a business organization is to 
run profitably. Simultaneously, it is to maintain sufficient liquid assets to mitigate the short-term 
obligations. But, there is an inverse relationship between liquidity and profitability. Because, 
liquidity increases cost and thus, decreases profit. Therefore, the profitability-liquidity tradeoff is 
important. If working capital management is not given due considerations then the firms are likely 
to fail and face bankruptcy (Kargar and Bluementhal, 1994). Mukhopadhyay (2004) opines that 
working capital is the most  crucial  factor  for  maintaining  liquidity,  survival,  solvency  and  
profitability  of  business. Working capital management is one of the most important areas while 
making the liquidity and profitability comparisons among firms (Eljelly, 2004,). Shin and Soenen 
(1998) argue that efficient working capital management is very important to create value for the 
shareholders. Smith et. al. (1997) emphasize that profitability and liquidity are the salient goals of 
working capital management. Considering the importance of working  capital management the 
researchers (such as Uyar, 2009; Samiloglu and  Demirgunes, 2008; Vishnani and Shah,  2007;  
Teruel  and  Solano,  2007; Lazaridis  and Tryfonidis,  2006;  Padachi, 2006; Shin  and Soenen, 1998; 
Smith et  al. 1997  and  Jose  et  al., 1996 among others) focused on evaluating the working capital  
management and profitability relationship. 
The individual  components  of  working  capital  including  cash,  marketable  securities,  
account  receivables and inventory management play an imperative role in determining the 
overall success of an institution. CCC is known as one of the well-liked and influential 
measures of working capital management. The CCC can be defined as the length of time 
between the firm‘s actual cash expenditures to pay for raw materials and its cash receipts 
from the sale of finished goods. Thus, the CCC equals the average length of time an amount 
is tied-up in current assets (Ehrhardt and Brigham, 2003). Therefore, it is evident that CCC 
focuses only on the time period for which cash flow is engaged in the cycle and does not 
consider the amount of fund committed to a product as it moves through the cash 
conversion cycle (Nobanee, 2009). Basically, CCC reports the result in length of time, which 
is significant in terms of capital required to finance the company. This capital requirement is 
rationally linked to the speed with which ‗input‘ is converted to ‗output‘ and ‗due‘ is 
converted to ‗receipt‘ from the sale of this ‗output‘.  
The study covers 31 manufacturing companies from engineering and textile industries to 
analyze the working capital management. Special focus here is to identify the dependency 
of profitability over their cash conversion cycles. Therefore,  the  study  focuses  on  
evaluating  the  impact  of  working  capital  management  and  the  performance in  terms  
of  profitability. It also tries to get a comparative scenario between engineering and textile 
industries in Bangladesh in terms of their cash conversion cycles. To accomplish these 
objectives the remaining of the paper has been designed. After introduction, the study 
covers objectives, literature review, methodology followed by findings. Finally, the paper 
comes up with conclusion along with some limitations and scope for future research. 
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OBJECTIVES OF THE STUDY 

 Determination of linkage between profitability and cash conversion cycle of 
engineering and textile industries of Bangladesh. 

 To develop a comparative scenario between engineering and textile industries of 
Bangladesh in terms of their cash conversion cycle. 

LITERATURE REVIEW 

One of the major areas in corporate sector is to concentrate on WCM alongwith long term 
investment decisions like capital structure, dividend distribution, project financing, etc. As 
to keep the organization in full swing for round the year it is must to weight the working 
capital with its volume and nature at its required time. Working capital management refers 
to the management of current assets and current liabilities of a firm in order to achieve a 
balance between profitability and risk that contributes positively to the value of a firm 
(Gitman, 2000). As per Khan and Jain (2007), working capital management is concerned 
with the management of current assets and current liabilities and the interrelationship 
between them. Its operational goal is to manage the current assets and current liabilities in 
such a way that a satisfactory level of working capital is maintained. 
The Cash Conversion Cycle is a more powerful measure of working capital management 
and firm‘s liquidity. It is the length of time that elapses from when the firm pays for the 
material it uses in its manufacturing cycle until it receives cash from the sales of its 
products. Schilling (1996) and Gallinger (1997) attempted to show that Cash Conversion 
Cycle as a powerful working capital evaluation technique. The study of Lyroudi & Lazaridis 
(2000) in Greece reveals that the advantage of this technique can be used to evaluate changes 
in circulating capital and thereby facilitate the monitoring and controlling of its components. 
According to Moss Stine (1993), a useful way of assessing the liquidity of a firm is through 
Cash Conversion Cycle. The traditional measures of liquidity such as the current ratio and 
quick ratio are useful liquidity indicators but they focus on static balance sheet values. On 
the contrary, Jose et al. (1996) advocate Cash Conversion Cycle as a dynamic measure of 
ongoing liquidity management, since it combines both balance sheet and income statement 
data to create a measure associated with time dimension. According to the opinion of Mos 
and Stine (1993) and Jose et al. (1996), traditional static measures focus on single point in 
time whereas Cash Conversion Cycle being a dynamic measure of time takes a firm to go 
from cash outflow to cash inflow. Hutchison et al. (2007) revealed in their study that, a 
negative CCC indicates the number of days a company has received cash from sales before 
it must pay its suppliers. CCC can be positive as well. A positive CCC indicates the number 
of days a company must borrow or tie up capital while awaiting payment from a customer.  
Again the length of Cash Conversion Cycle is expected to vary from industry to industry as there 
an industry is likely to be affected by even an individual firm‘s Cash Conversion Cycle. The 
main goal of any firm would be to shorten its CCC as much as possible. However, the changes in 
the length of the CCC are likely to have costs as well as benefits for the firm. Therefore, the 
primary focus of this study is to investigate the differences in Cash Conversion Cycle of two 
different manufacturing industries of Bangladesh, namely engineering and textile. Kieschnick et 
al. (2006) and Chiou et al. (2006) demonstrated a positive relationship between size and Cash 
Conversion Cycle (Pedro et al. 2009).  Moss and Stine (1993), in their study observe the 
relationship between the CCC and the size of US retail firms and establish that larger firms have 
shorter CCC, which implies smaller companies should try to better manage their CCC. Because 
as unlike large firms, small firms faces difficulty in raising long-term finances (Pandey, 2005). 
Therefore, CCC is likely to have a negative relationship with firm size.  
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Cash Conversion Cycle may have both positive and negative impacts on the firm‘s profitability. 
A long Cash Conversion Cycle might increase profitability because it leads to greater investment 
in inventories, higher sales, and trade credit granted by the firm. On the contrary, shorter Cash 
Conversion Cycle harms firms‘ profitability. However, corporate profitability might decrease 
with the Cash Conversion Cycle, if the cost of investment in working capital rises faster than the 
benefits of holding more inventories and granting more trade credit to customers (Gill, Bigger 
and Mathur, 2010). Findings from previous studies have also established both positive and 
negative relationships between Cash Conversion Cycle and profitability. For example, Sanger 
(2001) advocates that working capital though represents a safety cushion for providers of short-
term funds of the company, however, from operating point of view, excessive level of working 
capital is locked as a restraint on financial performance, since these assets do not contribute to 
return on equity. Raheman, Afza, Qayyum and Bodla (2010) show that  there  is  a negative 
association between Inventory Turnover in Days and Net Operating Profitability for the 
manufacturing sector  in Pakistan,  which  implies  that  keeping  lesser  inventories  will  
increase  profitability. Deloof  (2003)  examined  a  sample  of  Belgian  firms,  and  Wang (2002)  
examined a  sample  of  Japanese  and  Taiwanese   firms,  emphasized that the way the working 
capital is managed has a significant impact on the profitability of  firms  and  increase  in  
profitability  by  reducing  number  of  day‘s  accounts  receivable  and  reducing  inventories. 
Deloof (2003), in his study also found a significant negative correlation between gross operating 
income and the number of days in account receivables, inventories and accounts payables. The 
same result was found by Raheman and Nasr (2007) in their study which established a strong 
negative relationship between variables of working capital management and profitability of the 
Pakistani firm. Raheman et. al. (2010) come up with the  results which shows  that  for  overall  
manufacturing  sector in Pakistan, working  capital  management  has  a significant impact on 
profitability of the firms.  Lazaridis  and  Tryfonidis  (2006) in their study attempted to 
investigate  the  relationship  of  corporate  profitability  and  working  capital  management  for  
firms  listed  at  Athens  Stock  Exchange in Greece.  Their study shows a statistically significant 
relationship between profitability, measured by gross operating profit, and the CCC. Thus, the 
present study also attempts to determine the connection between CCC and profitability of 
manufacturing firms of two types listed in DSE in Bangladesh. 

METHODOLOGY 

SELECTION OF SAMPLE AND DATA SOURCE  

Dhaka Stock Exchange (DSE) categorized listed 232 companies into eighteen industries 
excluding mutual fund (DSE, 2012). Among the industries, there are nine manufacturing 
industries where engineering and textile are two of them. The present study focuses on cash 
conversion cycle (CCC) and profitability of these listed manufacturing companies. Out of 232 
listed companies, 22 are under engineering and 25 are under textile industry. Sample covers 14 
engineering (63.64%) and 17 textile firms (68%) i.e. a total number of 31 firms representing 
65.96% of the population (Table 1). List of the sample firms is presented in Appendix I. The firms 
have been selected using the purposive sampling technique based on availability of data.  The 
study considers only secondary data. We have collected relevant data from the audited financial 
statements published in the annual reports, as an authentic source, for the year 2011 of the 
concern firms.         
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Table 1: Distribution of Sample by Industry 

Nature of  

Industry 

Population* 

(No.) 

Sample 

(No.) 

Sample to 

Population 

(%) 

Engineering 22 14 63.64 

Textile 25 17 68.00 

Total 47 31 65.96 

*Source: DSE (2012) 

THE VARIABLES AND THE HYPOTHESIS DEVELOPMENT 

DEPENDENT VARIABLE 

One of the objectives of this paper is to find out the linkage between profitability and cash 
conversion cycle of engineering and textile industries of Bangladesh. Therefore, the 
dependent variable is the profitability of the firm. Profitability is a state or condition of 
yielding a financial profit or gain in terms of sales, assets, equity, etc. Therefore, it can be 
measured in different ways like net profit to sales, return of assets (ROA), return on equity 
(ROE), etc. This study considers ROA representing profitability. 

INDEPENDENT VARIABLE 

Cash Conversion Cycle (CCC) is considered as independent variable of the study. CCC 
focuses only on the time period for which cash flow is engaged in the cycle (Nobanee, 2009). 
According to Kaen (1995), CCC equals to the remaining value of the summation of 
inventory conversion period (IVD) and accounts receivable collection period (ARD) from its 
accounts payable deferral period (APD). It is evident that profitability is inversely related to 
CCC. Thus, it is expected that the firm with lower CCC is more profitable than that with 
higher CCC.  Consecutively, ARD and IVD are negatively related with profitability and 
APD is positively related with profitability. The CCC may be expressed as: 

CCC = (ARD + IVD) - APD ……………………………..(i) 

ARD = (AR ÷ Sales) × 365………………………………..(ii) 

IVD = (IV ÷ COGS) × 365………………………………..(iii) 

APD = (AP ÷ COGS) × 365……………………………..(iv) 

Where,  

CCC  = cash conversion cycle 

ARD  = accounts receivable collection period in days  

IVD  = inventory conversion period in days 

APD  = accounts payable deferral period in days 

AR = accounts receivable 

IV = closing inventory 

COGS = cost of goods sold 

AP = accounts payable 

CONTROL VARIABLE 

Some other control variables are selected for the multiple regression models. Prior studies (e.g. 
Hossain, 2000; Akhtaruddin, 2005, etc.) shows that size and performance of the firm are 

http://www.businessdictionary.com/definition/condition.html
http://www.businessdictionary.com/definition/financial.html
http://www.businessdictionary.com/definition/profit.html
http://www.businessdictionary.com/definition/gain.html


Asian Accounting and Auditing Advancement, Volume 2, No 2 (2012) Issue 5                           ISSN 2218-5666                                                      

Copyright © 2012, Asian Business Consortium | 4A Journal Page 49 

 

 

positively associated. Size can be measured in terms of sales or assets. Here, we consider sales to 
represent size of the firm. Some other prior studies have considered nature of industry as an 
explanatory variable (Akhtaruddin, 2005). Considering the prior evidence, we also include the 
industry type as a control variable. It is expected that a particular type of firm‘s profitability 
differs from other types of firm. On the basis of above observations and arguments, the following 
hypotheses have been developed for the study which will be tested: 

H1: There is negative association between CCC of firm and profitability. 

H2: There is a difference between industry types in terms of profitability. 

H3: There is positive association between size of firm and profitability. 

DATA ANALYSIS AND TEST OF HYPOTHESIS 

Collected data has been summarized using Microsoft Office Excel 2007. For analyzing data 
SPSS 14.0 version was used. Pearson Correlation technique is also applied in this study to 
show the correlation among the variables. The following two regression models were used 
for testing hypotheses: 

MODEL 1: 
ROA = α + β1CCC + β2IND + β3SIZE + Ɛ …………………….(v)    

Where, 

ROA = return on assets 

CCC  = cash conversion cycle 

IND = industry type 

SIZE  = size of firm 

α  = the constant 

 β = coefficient of the variables 

Ɛ = the error term 

Model 2: 

ROA = α + β1ARD + β2IVD + β3APD + β4IND + β3SIZE + Ɛ………..(vi)    

Where, 

ROA = return on assets 

ARD  = accounts receivable collection period in 

days 

IVD  = inventory conversion period in days 

APD  = accounts payable deferral period in days 

IND = industry type 

SIZE  = size of firm 

α  = the constant 

 β = coefficient of the variables 

Ɛ = the error term 
Regression Model 1 illustrates the relationship of ROA with CCC, IND, and SIZE. On the 
other hand Regression Model 2 will identify the most influencing component of CCC along 
with IND and SIZE. Operational definitions of variables and expected signs in the 
regression are presented in Table 2. 
Table 2: Operational Definitions of Variables and Expected Signs in the Regression  
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Variable Definition Expected  

Sign  

Dependent Variable  

ROA Return on assets as a measure of profitability  

Independent Variable  

CCC Cash conversion cycle as measure of working 

capital management determined by ARD + IVD – 

APD 

(-) 

ARD Accounts receivable (AR) collection period in 

days as a measure of operating efficiency 

determined by (AR ÷ Sales) × 365   

(-) 

IVD Inventory conversion period in days as a measure 

of efficiency determined by (IV ÷ COGS) × 365  

(-) 

APD Accounts payable (AP) deferral period in days as 

a measure of efficiency determined by (AP ÷ 

COGS) × 365 

(+) 

Control Variable  

IND Industry type determined by dummy, 1 for 

engineering and 2 for textile. 

(+/-) 

SIZE Size of firm determined by sales in BDT 

thousand.  

(+) 

Source: Researchers‘ own analysis  

FINDINGS  

DESCRIPTIVE STATISTICS  

Table 3 presents the descriptive statistics of all variables. Minimum and maximum ROA of the 
engineering industry are -1.057% and 16.771% respectively with mean value 5.847%. On the 
other hand, textile industry reports that their minimum and maximum ROA are -17.266% and 
12.977% with mean 0.662%. Thus, engineering industry is in better position compare to textile 
industry in terms of average and variations of profitability. The average ROA of entire sample is 
3.003% with coefficient of variation (CV) of 2.321. But, average cash conversion cycle (CCC) of 
textile industry (184.009 days) is lesser than that of engineering industry (354.27 days). Average 
CCC period is 260.90 days. For engineering industry, mean ARD is 81.33 days and that for textile 
is 90.64 days. On the contrary, textile industry avails lesser APD compare to engineering 
industry. Average IVD of engineering, textile and total sample are 428.49, 179.75 and 292.08 days 
respectively. An average sale is BDT 1446437194 for selected listed firms.  
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Table 3: Descriptive Statistics 

Industry Tool 
ROA 

(%) 

CCC 

(Days) 

ARD 

(Days) 

IVD 

(Days) 

APD 

(Days) 
IND 

SIZE  

(Sales in  

BDT ‘000) 

Engineering Min -1.057 12.23 1.138 43.81 0.000 1 64693 

 Max 16.771 1604.03 370.70 3336.94 1783.824 1 5805912 

 Mean 5.847 354.27 81.33 428.49 155.552 1 1761893.214 

  SD 5.907 430.572 97.189 854.98 469.437 0.00 2043197.625 

  CV 1.010 1.215 1.195 1.995 3.018 0.00 1.160 

Textile Min -17.266 -36.996 1.947 8.03 0.373 2 189406 

 Max 12.977 549.265 426.24 548.04 238.683 2 4063481 

 Mean 0.662 184.009 90.64 179.75 86.376 2 1186649.882 

  SD 7.058 179.021 111.121 143.551 68.988 0.00 1033577.863 

  CV 10.669 0.973 1.226 0.799 0.799 0.00 0.871 

Total Min -17.266 -36.996 1.138 8.03 0.000 1 64693 

 Max 16.771 1604.029 426.241 3336.94 1783.824 2 5805912 

 Mean 3.003 260.90 86.433 292.08 117.617 1.548 1446437.194 

  SD 6.969 323.802 103.445 586.163 315.051 0.506 1569538.804 

  CV 2.321 1.241 1.197 2.007 2.679 0.327 1.085 
 

Source: Researchers‘ own analysis  

 
Table 4: Pearson Correlation Matrix 

 Variable ROA CCC ARD APD IVD IND SALES 

ROA 1.000       

CCC -.052 1.000      

ARD -.528(**) .400(*) 1.000     

APD .117 .759(**) -.009 1.000    

 IVD .127 .890(**) .039 .959(**) 1.000   

 IND -.376(*) -.266 .045 -.111 -.215 1.000  

SIZE .579(**) .251 -17.266 .435(*) .404(*) -.185 1.000 

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

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

Source: Researchers‘ own analysis 

CORRELATION ANALYSIS 

Pearson correlation matrix is portrayed in Table 4. Pearson product-moment correlation 
coefficient of ROA and CCC is -0.052. It indicates that there is an inverse relationship 
between profitability and cash conversion cycle. Similarly, there is a significant inverse 
relationship between ROA and ARD (P<0.01, 2-tailed). ROA and APD are positively 
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associated but not statistically significant. Surprisingly, ROA and IVD are also positively 
correlated. Correlation between ROA and IND is significant at the 0.05 level (2-tailed) 
whereas positive correlation between ROA and SIZE is significant at the 0.01 level (2-tailed). 
Thus, it can be said that industry type and size can influence profitability of the firm. 

EMPIRICAL MODELS  

Table 5 demonstrates the result of regression Model 1 that can fit the equation no. (v). The result 
shows that the model is statistically significant at 0.000 with F-value 8.470. R-square and adjusted 
R-square are 0.485 and 0.428 respectively which specify explanatory power of the fitted model. The 
results of the multiple regressions indicate a negative relationship between ROA and CCC at 10% 
level of significant which support hypothesis H1. Therefore, firms should be very careful to shorten 
the length of cash conversion cycle that will increase the profitability of the firms. Negative beta of 
IND (significant at 5% level) implies that listed engineering firms are more profitable than listed 
textile firms. This result confirms the hypothesis H2 that there is a difference between engineering 
and textile industry in terms of their profitability. Another hypothesis, the positive association 
between size of firm and profitability, has also been validated and statistically significant at .000 
level. But, the unstandardized beta of this variable is not significant (Table 5).  
To identify the most important component of the cash conversion cycle for influencing 
profitability, regression Model 2 was developed.  Table 6 shows the results to fit this model. 
The coefficient of determination R-square, F value, beta coefficients, t-statistics for the 
regression model and summarized results of the dependent variable on the explanatory 
variables can be seen in this table. This model is also statistically significant at .000 level 
with adjusted R-square 0.533. It indicates the fitness of the model. Durbin-Watson value 
1.993 is also satisfactory as the standard value is 2. The results show that ARD and ROA are 
inversely associated at 1% significant level. On the contrary, beta value of IVD is positive 
and beta value of APD is negative but these results are not statistically significant at 1%, 5% 
or 10% level. Therefore, firms should be very cautious for offering credit terms to the 
customers. By following this strategy firms can increase their profitability. Coefficients of 
the control variable IND is also negative (significant at 5% level) whereas coefficients of the 
SIZE is positive (significant at 0% level) and these results are similar to results of Model 1.        
 

Table 5: Regression Results for Model 1 
 
 

 Variable 

Unstandardized  

Coefficients 

Standardized  

Coefficients 

Sig. 

 B SE Beta t  

(Constant) 8.218 3.674  2.237 .034* 

CCC -.006 .003 -.291 -1.983 .058 

IND -4.750 1.990 -.345 -2.387 .024 

SIZE 2.61E-006 .000 .588 4.085 .000 

Model Summary 

R                           = .696                       F                                    = 8.470 

R2                         = .485                         Sig.              = .000 

Adjusted  R2        = .428                        Durbin-Watson      = 1.993 

*Dependent Variable: Return on Assets (ROA) 

Source: Researchers‘ own analysis  
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Table 6: Regression Results for Model 2 
 
 

 Variable 

Unstandardized  

Coefficients 

Standardized  

Coefficients 

Sig. 

 B SE Beta t  

(Constant) 7.867 3.588  2.192 .038* 

ARD -.029 .009 -.434 -3.347 .003 

IVD .002 .006 .189 .388 .701 

APD -.007 .011 -.321 -.661 .515 

IND -3.533 1.913 -.256 -1.847 .077 

SIZE 2.29E-006 .000 .516 3.596 .001 

Model Summary 

R                         = .781         F                                     = 7.839 

R2                               = .611                Sig.                            = .000 

Adjusted  R2         = .533            Durbin-Watson      = 1.938 

*Dependent Variable: Return on Assets (ROA) 

Source: Researchers‘ own analysis  

CONCLUSION AND LIMITATIONS 

Every business organization requires working capital and proper management of this 
capital is necessary to run the organization profitably with minimum risk. The effective 
policies must be formulated for the individual components of working capital (Raheman et. 
al., 2010). Liquidity risk will increase if there is no sufficient working capital and profit will 
decrease if there is over working capital. Extreme result of mismanagement of working 
capital the farms are likely to face bankruptcy. Cash conversion cycle is a measuring tool of 
working capital management. The length of CCC may affect the profitability of the firm. 
Therefore, the objectives of the study are to explore the linkage between profitability and 
cash conversion cycle of engineering and textile industries of Bangladesh and a comparative 
scenario between these two industries. It is evident that the length of CCC adversely affects 
the profitability. Among other components of CCC, accounts receivable collection period in 
days is the most crucial for influencing profitability. To increase sales firms offer credit 
facility to the customers. This increases the cost of capital and similarly increases the loss for 
default. Both of these impacts reduce profit margin. In this situation, firms should tradeoff 
between sales and risk and that will ultimately increase profit. The results also suggest that 
the firms need to maintain the existing inventory conversion period in days and accounts 
payable deferral period in days.  
The present study is not free of limitations. It covers only two industries out of eighteen 
listed industries. Secondly, the study considers data of only one year. The results may differ 
after considering multiple years‘ data of all firms. Many other reasons may be left behind 
the identified findings for length of cash conversion cycle. Keeping these limitations and 
plausible suggestions in mind, the users may consider the observations of the study. The 
policymakers of the concerned firm may rationalize the credit policy before offering the 
same to customers. Because, increasing sales by offering more credit facilities may reduce 
performance of the company. Further study may be conducted overcoming the above 
limitations.    
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APPENDIX I 

LIST OF SAMPLE FIRMS 

SL. Name of Firm 
Short  

Name 

Industry  

Type 

1 Aftab Automobiles Limited AUML Engineering 

2 Anwar Galvanizing Limited AGL Engineering 

3 Atlas Bangladesh Limited ABL Engineering 

4 Aziz Pipes Limited APL Engineering 

5 Bangladesh Autocars Limited   BACL Engineering 

6 Bangladesh Thai Aluminium Limited BTAL Engineering 

7 Kay and  Que (Bangladesh) Ltd. KQBDL Engineering 

8 National Polumer Industries Ltd. NPIL Engineering 

9 Quasem Drycells Ltd. QDL Engineering 

10 Rangpur Foundry  Ltd. RFL Engineering 

11 S. Alam Cold Rolled Steels Limited SACRSL Engineering 

12 Singer Bangladesh Limited SBL Engineering 

13 Olympic Industries Limited OIL Engineering 

14 Bangladesh Lamps Limited BLL Engineering 

15 Apex Weaving & Finihing Mills Ltd. AWFML Textile 

16 Apex Spinning & Knitting  Mills Ltd. ASKML Textile 

17 Tallu Spinning Mills Limited TSML Textile 

18 Alltex  Industries Limited AIL Textile 

19 Delta Spinners Limited DSL Textile 

20 Dulamia  Cotton Spinning Mills Ltd. DCSML Textile 

21 Maksons Spinning Mills Limited MSML Textile 

22 Mithun Knitting and Dyeing Limited MKDL Textile 

23 Monno Fabrics Limited MFL Textile 

24 Prime Textile Spinning Mills Limited PTSML Textile 

25 Safko Spinning Mills Limited SSML Textile 

26 Sonargaon Textiles Limited STL Textile 

27 CMC-Kamal Textiles Mills Limited CMCKTML Textile 

28 Desh Garments Limited DGL Textile 

29 Saiham Textile  Mills Limited STML Textile 

30 Square Textiles  Limited SQTL Textile 

31 Tamijuddin Textile Mills Limited TTML Textile 
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ABSTRACT 

Accounting Information System is an information system that identifies, 
classifies, processes, analyses and produces relevant financial oriented 
meaningful information to support decision making processes for the 
interested users. Accounting Information Systems as a set of capital and 
human resources within an organization, which is responsible for the 
preparation of financial information and also of the information obtained 
from the collection and process of transaction data. Accounting Information 
System is essential because it ensures that the all levels of management gets 
sufficient, adequate, relevant and true information for planning and 
controlling activities of the organization. The adequate accounting 
information is essential for taking every effective decision making process. 
The study shows that size of the company, earning of the company, 
availability of trained accountants, internal control systems, attitude of 
management and organizational structure have great affect on the efficiency 
of Accounting Information Systems and age of the company, resource of the 
company and rank of responsible executive have moderate affect on the 
efficiency of Accounting Information Systems of the sample mobile 
telecommunication companies. 
 
Keywords : AIS, Influencing Factors, Mobile Telecommunication 
Companies, Bangladesh 
 

INTRODUCTION  

Accounting Information Systems is helping today‘s businesses meet competitive challenges 
and also needed with financial transactions, that is, transactions that are measured in terms 
of money. The Accounting Information Systems uses a highly structured framework that 
includes several subsystems and usually utilizes double entry accounting systems. 
Accounting Information Systems is the system of records, a business keeps to maintain its 
accounting system that includes the purchase, sales, and others financial process of the 
business. Accounting Information Systems is such a system which collets various financial 
data, process them and helps to prepare financial statement for the various interested users. 
The aim of Accounting Information Systems is to provide financial information which will 
help to take decisions of management and making logical choice among alternatives about a 
business entity. The importance of Accounting Information Systems is increasing day by 
day and it is used widely in every business organization.  Accounting Information Systems 
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provide services to both external and internal users of information. The Accounting 
Information Systems is also a subject on demand in the context of cost control and 
increasing revenues in market economy and globalization. Accounting Information Systems 
process accounting transactions and supply information for the interested users which is 
used to take effective decision making process, to measure the managerial performance and 
help management to perform business activities properly. Accounting Information Systems 
covers all business functions from backbone accounting transaction processing systems to 
sophisticated financial management planning and processing systems.  
Accounting Information Systems are considered as important organizational mechanisms 
that are critical for effectiveness of decisions management and control in organizations. 
Accounting information systems provide primary data for decision-making. Information 
technology has caused many changes in reporting information. Thus, the characteristics of 
information currently prepared can help decision-makers seek more alternatives to the 
solution of the problem in hand. Accessibility to information related to the main 
transactions of an organization leads to a categorized detailed information which facilitates 
decision making in any difficult situation (Sajady et. al., 2008).  
Mobile phone has become an important tool for modern life. Modern telecommunication 
technology has developed different forms of phones and mobile phone is one of them. 
Government granted permission to Bangladesh Telecom Private Limited to introduce the 
mobile phone operation and other wireless communication networks for the first time in 
1989 to spur private investment in this sector (Bangladesh Economic Review, 2006). Since 
1991, mobile phone companies in Bangladesh have been playing a vital role in the economic 
development and life style of the people. Grameenphone Ltd. is a private limited company 
and incorporated in Bangladesh in 1996 under the Companies Act, 1994. Grameenphone 
Ltd. started its various activities on 26th March, 1997. Grameenphone Ltd. was initially 
registered as a private limited company and subsequently converted into a public limited 
company on 25 on June 2007. During November 2009, Grameenphone Ltd. listed its shares 
with both Dhaka and Chittagong stock exchanges (Annual Reports of Grameenphone Ltd.). 
Besides, Teletalk Bangladesh Limited was incorporated as a public limited company on 26 
December 2004. The Company obtained the certificate of Commencement of Business from 
the Registrar of Joint Stock Companies and Firms on the same day. The principle activities 
of the company are to promote and develop telecommunication and ancillary services, to 
promote and undertake programs or activities to extend wireless and cellular mobile 
telephone services, to enable the people to resell telephone services on an commercial basis 
and also to develop a network that would meet the telecommunication needs of the 
subscribers and to provide access to similar services at a most competitive price (Annual 
Reports of Teletalk Bangladesh Limited). 

OBJECTIVE OF THE STUDY  

The main objective of the study is to analyze the opinions of the respondents regarding the 
factors affecting the efficiency of Accounting Information Systems of the sample mobile 
telecommunication companies in Bangladesh. For analyzing the factors affecting the 
efficiency of Accounting Information Systems researcher has collected opinions from the 
various respondents such as Chartered Accountants, Cost and Management Accountant and 
Teachers in Accounting. 
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METHODOLOGY OF THE STUDY  

There are six mobile telecommunication companies in Bangladesh. Two mobile 
telecommunication companies such as Grameenphone Ltd. and Teletlk Bangladesh Limited 
have been selected for the research study. The selection of the mobile telecommunication 
companies is based on the facility in data collection. The selection of sample is made 
purposively for exclusive study. The present study is based on mainly opinion survey. 
Researcher has prepared close ended questionnaire to collect opinions from the respondents 

group and used chi-square test (χ2) for analyzing the collecting data. Researcher has 

selected 25 Chartered Accountants, 25 Cost and Management Accountants and 25 Teachers 
in Accounting. The chi-square test is an important test amongst the several tests of 

significance developed by statisticians. The symbol of Chi-square is χ2. Chi-square test is 

based on chi-square distribution and is used for comparing a sample variance to a 
theoretical population variance. 
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Where,   2  Chi-square (Chi is a Greek letter) 

    0 f Observed Frequency 

   ef Expected Frequency 

Calculation of Expected Frequency is as follows:  

 
n

CT  RT
  


ef  

   ef = Expected Frequency in a given cell 

 RT = Row total for the row containing that cell 

 CT = Column total for the column containing that cell 

  n  = Total number of observations 

FINDINGS OF THE STUDY AND TESTING OF THE HYPOTHESES 

The internal situation of an organization‘s Accounting Information Systems is nothing but 
the contribution of the organizational structure along with its purposes, functions, control 
strategies, resources and constraints, individual and group values, norms and internal 
culture in general. Accounting Information Systems should be carefully created and 
developed if one wants to make it effective and useful. Moreover, it should have a harmony 
with a given configuration of variables. In this respect, the various affecting factors on the 
efficiency of Accounting Information Systems of the sample companies are discussed here. 

SIZE OF THE COMPANY 

The organization is such an important factor that it can directly influence the complexity 
and sophistication of Accounting Information Systems. It is likely that the large 
organizations have more complicated and well-arranged Accounting Information Systems 
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than their smaller counterparts. For examples, as the company grows in size its coding system 
of accounts and the chart of accounts become more complex. So, size of the organization is an 
influence factor of Accounting Information Systems. Researcher made an opinion survey of 
the respondents regarding the size of the company as an affecting factor on the efficiency of 
Accounting Information Systems of the sample companies and developed a null hypothesis 

and conducted χ2 test to test the null hypothesis using SPSS 7.5. 

Ho1     : There is no significant difference of opinion among the respondents regarding the 

size of the company as an affecting factor on the efficiency of Accounting Information 
Systems of the sample companies 
Table # 1 
Opinions of the respondents regarding the size of the company as an affecting factor on the 
efficiency of Accounting Information Systems of the sample companies 
 

 
 

 

 Respondents Groups χ2 SL 

 CA CMA Tin A Total 

  
Types of  
Opinions 

No. % No. % No. % No. % 

Greatly  16 64 15 60 18 72 49 `65.33 

Moderately  05 20 06 24 03 12 14 18.67 2.571 0.958 
Slightly  02 08 02 08 03 12 07 9.33 

  
Neutral 01 04 01 04 01 04 03 4.00 

Not  01 04 01 04 00 00 02 2.67   

Total 25 100 25 100 25 100 75 100   

(Source: Opinion Survey Reports) 

 
 

Table # 1 shows that 65.33% of the respondents opined that the size of the company greatly 
affect on the efficiency of Accounting Information Systems of the sample mobile 
telecommunication companies, 18.67% of the respondents thought that the size of the company 
moderately affect on the efficiency of Accounting Information Systems of the sample mobile 
telecommunication companies, 9.33% of the respondents opined that the size of the company 
slightly affect on the efficiency of Accounting Information Systems of the sample 
telecommunication companies,  4.00% of the respondents were neutral and 2.67% of the 
respondents opined that the size of the company not affect on the efficiency of Accounting 
Information Systems of the sample mobile telecommunication companies The majority 
respondents comment that the size of the company greatly affect on the efficiency of Accounting 
Information Systems of the sample telecommunication companies. In order to see whether there 
is any significant difference between the opinions of the respondents‘ regarding the size of the 
company as affecting factor on the efficiency of Accounting Information Systems of the sample 

mobile telecommunication companies and conducted χ2 test using SPSS 7.5. Researcher 

observes that the value of χ2
 
is 2.571 which is significant at 0.958 levels. So, the null hypothesis is 

accepted which means that there is no significant difference of opinion among the respondents 
regarding the size of the company as affecting factor on the efficiency of Accounting Information 
Systems of the sample mobile telecommunication companies.  

AGE OF THE COMPANY  

As the company grows old, its experience and information processing technique, coding of 
accounts and design of Accounting Information Systems develop. Thus age of the company 
influences the Accounting Information Systems. Researcher made an opinion survey of the 
respondents regarding the age of the company as an affecting factor the efficiency of 
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Accounting Information Systems of the sample mobile telecommunication companies and 

developed a null hypothesis and conducted χ2 test to test the null hypothesis using SPSS 7.5. 

Ho2     : There is no significant difference of opinion among the respondents regarding the 

age of the company as an affecting factors the efficiency of Accounting Information Systems 
of the sample mobile telecommunication companies.  
Table # 2 
Opinions of the respondents regarding the age of the company as an affecting factor the 
efficiency of Accounting Information Systems of the sample mobile telecommunication 
companies. 

 Respondents Groups χ2 SL 

 CA CMA Tin A Total 

  
Types of  

Opinions 

No. % No. % No. % No. % 

Greatly  07 28 09 36 09 36 25 33.33 

Moderately  13 52 05 20 11 44 29 38.67 9.656 0.290 
Slightly  02 08 07 28 03 12 12 16 

  
Neutral 03 12 03 12 02 08 08 10.67 

Not  00 00 01 04 00 00 01 1.33   

Total 25 100 25 100 25 100 75 100   

(Source: Opinion Survey Reports) 

 

Table # 2 shows that 33.33% of the respondents thought that the age of the company greatly 
affect the efficiency of Accounting Information Systems of the sample mobile 
telecommunication companies, 38.67% of the respondents opined that the age of the 
company moderately affect the efficiency of Accounting Information Systems of the sample 
mobile telecommunication companies, 16% of the respondents opined that the age of the 
company slightly affect the efficiency of Accounting Information Systems of the sample 
telecommunication companies,  10.67% of the respondents were neutral  and 1.33% of the 
respondents opined that the age of the company not affect the efficiency of Accounting 
Information Systems of the sample mobile telecommunication companies. The majority 
respondents comment that the age of the company moderately affects the efficiency of 
Accounting Information Systems of the sample telecommunication companies. In order to 
see whether there is any significant difference between the opinions of the respondents‘ 
regarding the age of the company as an affecting factor the efficiency of Accounting 

Information Systems of the sample mobile telecommunication companies and conducted χ2 

test using SPSS 7.5. The value of χ2
 
is 9.656 which is significant at 0.290 levels. So, our null 

hypothesis is accepted which means that there is no significant difference of opinion among 
the respondents regarding the age of the company as affecting factor the efficiency of 
Accounting Information Systems of the sample mobile telecommunication companies.  

EARNINGS OF THE COMPANY  

The amount of earnings is the product of Accounting Information Systems. Accounting 
Information Systems produce income statement in different formats. Thus the required format 
influences Accounting Information Systems because it is designed in such a way that 
generates income statement in different format. Researcher made an opinion survey of the 
respondents regarding the earning of the company as an affecting factor the efficiency of 
Accounting Information Systems of the sample mobile telecommunication companies and 

developed a null hypothesis and conducted χ2 test to test the null hypothesis using SPSS 7.5. 
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Ho3     : There is no significant difference of opinion among the respondents regarding the 

earnings of the company as an affecting factors the efficiency of Accounting Information 
Systems of the sample mobile telecommunication companies. 
 

Table # 3 
Opinions of the respondents regarding the earnings of the company as an affecting factor 
the efficiency of Accounting Information Systems of the sample mobile telecommunication 
companies. 

 Respondents Groups χ2 SL 

 CA CMA Tin A Total 

  
Types of  

Opinions 

No. % No. % No.  % No. % 

Greatly  13 52 12 48 17 68 42 56 

Moderately  05 20 05 20 06 24 16 21.33 10.225 0.250 
Slightly  05 20 04 16 01 04 10 13.33 

  
Neutral 02 08 01 04 01 04 04 5.34 

Not  00 00 03 12 00 00 03 4   

Total 25 100 25 100 25 100 75 100   

(Source: Opinion Survey Reports) 

 

 
 

 

Table # 3 shows that 56% of the respondents opined that the earning of the company greatly 
affect the efficiency of Accounting Information Systems of the sample mobile 
telecommunication companies, 21.33% of the respondents thought that the earning of the 
company moderately affect the efficiency of Accounting Information Systems of the sample 
mobile telecommunication companies, 13.33% of the respondents opined that the earning of 
the company slightly affect the efficiency of Accounting Information Systems of the sample 
telecommunication companies,  5.34% of the respondents were neutral and 4% of the 
respondents opined that the earning of the company not affect the efficiency of Accounting 
Information Systems of the sample mobile telecommunication companies.  The majority 
respondents comment that the earning of the company greatly affects the efficiency of 
Accounting Information Systems of the sample telecommunication companies. In order to 
see whether there is any significant difference between the opinions of the respondents 
regarding the earning of the company as an affecting factor the efficiency of Accounting 

Information Systems of the sample mobile telecommunication companies and conducted χ2 

test using SPSS 7.5. The value of χ2
 
is 10.225 which is significant at 0.250 levels. So, our null 

hypothesis is accepted which means that there is no significant difference of opinion among 
the respondents regarding the earning of the company as affecting factor the efficiency of 
Accounting Information Systems of the sample mobile telecommunication companies.  

AVAILABILITY OF TRAINED ACCOUNTANT  

 Availability of trained accountants also influences the Accounting Information Systems. 
Trained accountants can prescribe format of accounts, coding of accounts and chart of 
accounts and design of the Accounting Information Systems. These trained accountants are 
also responsible for ensuring reliability of financial statement, relevance of accounting 
information. Auditors also influence the quality of accounting information through 
certification of different accounts independently. Researcher made an opinion survey of the 
respondents regarding the availability of trained accountants as an affecting factor the 
efficiency of Accounting Information Systems of the sample mobile telecommunication 
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companies and developed a null hypothesis and conducted χ2 test to test the null 

hypothesis using SPSS 7.5. 
 

Ho4     : There is no significant difference of opinion among the respondents regarding the 

availability of trained accountants as an affecting factors the efficiency of Accounting 
Information Systems of the sample mobile telecommunication companies. 

 

Table # 4 
Opinions of the respondents regarding the availability of trained accountants as an affecting 
factor the efficiency of Accounting Information Systems of the sample mobile 
telecommunication companies. 

 Respondents Groups χ2 SL 

 CA CMA Tin A Total 

  
Types of  
Opinions 

No. % No. % No. % No. % 

Greatly  19 76 18 72 19 76 56 74.67 

Moderately  06 24 07 28 06 24 19 25.33 0.141 0.932 
Slightly  00 00 00 00 00 00 00 00 

  
Neutral 00 00 00 00 00 00 00 00 

Not  00 00 00 00 00 00 00 00   

Total 25 100 25 100 25 100 75 100   

(Source: Opinion Survey Reports) 

 
 

 

 
 

Table # 4 shows that 74.67% of the respondents mentioned that the availability of trained 
accountants greatly affect the efficiency of Accounting Information Systems of the sample 
mobile telecommunication companies, 25.33% of the respondents thought that the availability 
of trained accountants moderately affect the efficiency of Accounting Information Systems of 
the sample mobile telecommunication companies, none of the respondents opined that the 
availability of trained accountants slightly affect the efficiency of Accounting Information 
Systems of the sample telecommunication companies,  none of the respondents were neutral 
and none of the respondents opined that the availability of trained accountants not affect the 
efficiency of Accounting Information Systems of the sample mobile telecommunication 
companies. The majority respondents thought that the availability of trained accountants 
greatly affect the efficiency of Accounting Information Systems of the sample 
telecommunication companies. In order to see whether there is any significant difference 
between the opinions of the respondents‘ regarding the availability of trained accountants as 
an affecting factor the efficiency of Accounting Information Systems of the sample mobile 

telecommunication companies and we have conducted χ2 test using SPSS 7.5. The value of χ2
 

is 0.141 which is significant at 0.932 levels. So, our null hypothesis is accepted which means 
that there is no significant difference of opinion among the respondents regarding the 
availability of trained accountants as affecting factor the efficiency of Accounting Information 
Systems of the sample mobile telecommunication companies.  

INTERNAL CONTROL SYSTEM 

Internal control system is also another influencing factor the efficiency of Accounting 
Information Systems. The existence of internal control system affects generating correct 
accounting information, controls the processing of transactions providing correct 
information. It not only ensures accounting control but also exercises administrative control. 
Thus the efficiency and orderliness of the Accounting Information Systems are greatly 
affected by internal control system.  The different methods, automatic procedures 
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prescribed by the internal control system influence significantly the quality of Accounting 
Information Systems. Researcher made an opinion survey of the respondents regarding the 
internal control system as an affecting factor the efficiency of Accounting Information 
Systems of the sample mobile telecommunication companies and developed a null 

hypothesis and conducted χ2 test to test the null hypothesis using SPSS 7.5. 
 

Ho5     : There is no significant difference of opinion among the respondents regarding the 

internal control systems as an affecting factors the efficiency of Accounting Information 
Systems of the sample mobile telecommunication companies. 
 

Table # 5 
Opinions of the respondents regarding the internal control systems as an affecting factor the 
efficiency of Accounting Information Systems of the sample mobile telecommunication companies 

 Respondents Groups χ2 SL 

 CA CMA Tin A Total 

  
Types of  
Opinions 

No. % No. % No. % No. % 

Greatly  17 68 17 68 17 68 51 68 

Moderately  07 28 07 28 08 32 22 29.33 1.091 0.896 
Slightly  01 04 01 04 00 00 02 2.67 

  
Neutral 00 00 00 00 00 00 00 00 

Not  00 00 00 00 00 00 00 00   

Total 25 100 25 100 25 100 75 100   

(Source: Opinion Survey Reports) 

 
 

 
 

[Table # 5 shows that 68% of the respondents opined that the internal control systems 
greatly affect the efficiency of Accounting Information Systems of the sample mobile 
telecommunication companies, 29.33% of the respondents thought that the internal control 
systems moderately affect the efficiency of Accounting Information Systems of the sample 
mobile telecommunication companies, 2.67% of the respondents opined that the internal 
control systems slightly affect the efficiency of Accounting Information Systems of the 
sample telecommunication companies,  none of the respondents were neutral and none of 
the respondents opined that the internal control systems not affect the efficiency of 
Accounting Information Systems of the sample mobile telecommunication companies. The 
majority respondents comment that the internal control systems greatly affect the efficiency 
of Accounting Information Systems of the sample telecommunication companies. In order to 
see whether there is any significant difference between the opinions of the respondents‘ 
regarding the internal control systems as an affecting factor the efficiency of Accounting 

Information Systems of the sample mobile telecommunication companies and conducted χ2 

test using SPSS 7.5. The value of χ2
 
is 1.091 which is significant at 0.896 levels. So, our null 

hypothesis is accepted which means that there is no significant difference of opinion among 
the respondents regarding the internal control systems as affecting factor the efficiency of 
Accounting Information Systems of the sample mobile telecommunication companies.  

ATTITUDE OF MANAGEMENT  

The attitude of management also affects the efficiency of Accounting Information Systems. 
Accounting Information Systems is influenced by attitude of the management because 
management is concerned with systems planning, systems analysis. It is also associated with 
the design of internal control systems, implementation of internal control systems and 
contents of information. Management also influences Accounting Information Systems by 
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providing or not providing the required resources. The attitude of management is also 
concerned with devising chart of accounts, proposing accounting policies and 
implementation of different administrative control. The attitude of management also 
determines or limits the boundary of administrative control and organizational control 
which in turn determines or influences the efficiency of Accounting Information Systems. 
So, the attitude of management affects the efficiency of Accounting Information Systems to a 
great extent. Researcher made an opinion survey of the respondents regarding the attitude 
of management as an affecting factor the efficiency of Accounting Information Systems of 
the sample mobile telecommunication companies and developed a null hypothesis and 

conducted χ2 test to test the null hypothesis using SPSS 7.5. 
 

Ho6     : There is no significant difference of opinion among the respondents regarding the 

attitude of management as an affecting factors the efficiency of Accounting Information 
Systems of the sample mobile telecommunication companies. 
 

Table # 6 
Opinions of the respondents regarding the attitude of management as an affecting factor the 
efficiency of Accounting Information Systems of the sample mobile telecommunication companies. 

 

 Respondents Groups χ2 SL 

 CA CMA Tin A Total 

  
Types of  

Opinions 

No. % No. % No. % No. % 

Greatly  17 68 17 68 17 68 51 68 

Moderately  06 24 06 24 05 20 17 22.67 76.409 0.000 
Slightly  02 08 02 08 03 12 07 9.33 

  
Neutral 00 00 00 00 00 00 00 00 

Not  00 00 00 00 00 00 00 00   

Total 25 100 25 100 25 100 75 100   

(Source: Opinion Survey Reports) 

 
 

Table # 6 shows that 68% of the respondents opined that the attitude of management greatly 
affect the efficiency of Accounting Information Systems of the sample mobile 
telecommunication companies, 22.67% of the respondents thought that the attitude of 
management moderately affect the efficiency of Accounting Information Systems of the 
sample mobile telecommunication companies, 9.33% of the respondents opined that the 
attitude of management slightly affect the efficiency of Accounting Information Systems of 
the sample telecommunication companies, none of the respondents were neutral and none 
of the respondents opined that the attitude of management not affect the efficiency of 
Accounting Information Systems of the sample mobile telecommunication companies. The 
majority respondents comment that the attitude of management greatly affects the efficiency 
of Accounting Information Systems of the sample telecommunication companies. In order to 
see whether there is any significant difference between the opinions of the respondents‘ 
regarding the attitude of management as an affecting factor the efficiency of Accounting 

Information Systems of the sample mobile telecommunication companies and conducted χ2 

test using SPSS 7.5. The value of χ2
 
is 76.409 which is significant at 0.000 levels. So, our null 

hypothesis is rejected which means that there is significant difference of opinion among the 
respondents regarding the attitude of management as affecting factor the efficiency of 
Accounting Information Systems of the sample mobile telecommunication companies.  
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ORGANIZATIONAL STRUCTURE  

The internal environment of Accounting Information Systems solely depends on the 
organizational structure. There are different measures and dimensions of organizational 
structure but among those two have been found to be closely related to the organization and 
operation of Accounting Information Systems which are i) degree of centralization and ii) 
degree to which the organization maintains unity of command. In a centralized administrative 
organization the power of making decision generally confines to the higher level of 
management. On the other hand, the decentralized administrative organization gives 
opportunity to the lower level executives to participate effectively in the decision making 
process. Even after all these things, it may be easier to implement Accounting Information 
Systems in a centralized organization than in a decentralized organization as the latter 
involves complication of implementation. Researcher made an opinion survey of the 
respondents regarding the organizational structure as an affecting factor the efficiency of 
Accounting Information Systems of the sample mobile telecommunication companies and 

developed a null hypothesis and conducted χ2 test to test the null hypothesis using SPSS 7.5. 
 
 

Ho7     : There is no significant difference of opinion among the respondents regarding the 

organizational structure as an affecting factors the efficiency of Accounting Information 
Systems of the sample mobile telecommunication companies. 
 
 

Table # 7 
Opinions of the respondents regarding the organizational structure as an affecting factor the 
efficiency of Accounting Information Systems of the sample mobile telecommunication 
companies 

 Respondents Groups χ2 SL 

 CA CMA Tin A Total 

  
Types of  

Opinions 

No. % No. % No.   % No.  % 

Greatly  16 64 14 56 08 32 38 50.67 

Moderately  07 28 08 32 14 56 29 38.67 84.095 0.000 
Slightly  02 08 03 12 02 08 07 9..33 

  
Neutral 00 00 00 00 01 04 01 1.33 

Not  00 00 00 00 00 00 00 00   

Total 25 100 25 100 25 100 75 100   

(Source: Opinion Survey Reports) 

 

 

 
 

 

Table # 7 shows that 50.67% of the respondents thought that the organizational structure 
greatly affect the efficiency of Accounting Information Systems of the sample mobile 
telecommunication companies, 38.67% of the respondents thought that the organizational 
structure moderately affect the efficiency of Accounting Information Systems of the sample 
mobile telecommunication companies, 9.33% of the respondents mentioned that the 
organizational structure slightly affect the efficiency of Accounting Information Systems of 
the sample telecommunication companies,  1.33% of the respondents were neutral and none 
of the respondents opined that the organizational structure of the company not affect the 
efficiency of Accounting Information Systems of the sample mobile telecommunication 
companies. The majority respondents comment that the organizational structure greatly 
affect the efficiency of Accounting Information Systems of the sample telecommunication 
companies. In order to see whether there is any significant difference between the opinions 
of the respondents‘ regarding the organizational structure as an affecting factor the 
efficiency of Accounting Information Systems of the sample mobile telecommunication 
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companies and conducted χ2 test using SPSS 7.5. The value of χ2
 
is 84.095 which is 

significant at 0.000 levels. So, our null hypothesis is rejected which means that there is 
significant difference of opinion among the respondents regarding the organizational 
structure as affecting factor the efficiency of Accounting Information Systems of the sample 
mobile telecommunication companies.  
 

RESOURCE OF THE COMPANY 

Accounting Information System needs a sufficient amount of investment of resources from the 
organization. The organizations which have limited resources for its Accounting Information 
System may fall over a high turnover rate and technological obstacles which can curtail the 
effectiveness of Accounting Information Systems. Without sufficient resources Accounting 
Information Systems can not work properly. Information systems are generally described in 
terms of their resources. An information system in which the personnel resource in dominant 
is known as a manual information system. An information system that emphasizes the use of 
equipment is known as an automated information system. If the information system 
incorporates computers and related equipment, it is known as a computer-based information 
system (Wilkinson, J.W., 1986). Of course the type and size of resources may vary with a 
changing size. Researcher made an opinion survey of the respondents regarding the resource 
of the company as an affecting factor the efficiency of Accounting Information Systems of the 
sample mobile telecommunication companies and developed a null hypothesis and conducted 

χ2 test to test the null hypothesis using SPSS 7.5. 
 

 

Ho8     : There is no significant difference of opinion among the respondents regarding the 

resource of the company as an affecting factors the efficiency of Accounting Information 
Systems of the sample mobile telecommunication companies. 
 
 

Table # 8 
Opinions of the respondents regarding the resource of the company as an affecting factor 
the efficiency of Accounting Information Systems of the sample mobile telecommunication 
companies 

 Respondents Groups χ2 SL 

 CA CMA Tin A Total 

  
Types of  
Opinions 

No. % No. % No. % No. % 

Greatly  11 44 08 32 12 48 31 41.33 

Moderately  12 48 14 56 09 36 35 46.67 6.924 0.328 
Slightly  00 00 03 12 03 12 06 8 

  
Neutral 02 08 00 00 01 04 03 4 

Not  00 00 00 00 00 00 00 00   

Total 25 100 25 100 25 100 75 100   

(Source: Opinion Survey Reports) 

 
 

 
 

 
 

Table # 8 shows that 41.33% of the respondents opined that the resource of the company 
greatly affect the efficiency of Accounting Information Systems of the sample mobile 
telecommunication companies, 46.67% of the respondents thought that the resource of the 
company moderately affect the efficiency of Accounting Information Systems of the sample 
mobile telecommunication companies, 8% of the respondents opined that the resource of the 
company slightly affect the efficiency of Accounting Information Systems of the sample 
telecommunication companies,  4% of the respondents were neutral and none of the 
respondents opined that the resource of the company not affect the efficiency of Accounting 
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Information Systems of the sample mobile telecommunication companies. The majority 
respondents comment that the resource of the company moderately affect the efficiency of 
Accounting Information Systems of the sample telecommunication companies. In order to 
see whether there is any significant difference between the opinions of the respondents‘ 
regarding the resource of the company as an affecting factor the efficiency of Accounting 

Information Systems of the sample mobile telecommunication companies and conducted χ2 

test using SPSS 7.5.  The value of χ2
 
is 6.924 which is significant at 0.328 levels. So, our null 

hypothesis is accepted which means that there is no significant difference of opinion among 
the respondents regarding the resource of the company as affecting factor the efficiency of 
Accounting Information Systems of the sample mobile telecommunication companies.  

RANK OF RESPONSIBLE EXECUTIVE 

The rank of responsible executive of Accounting Information Systems is important for 
ensuring sufficient use of automated, less costly methods. If the executive is in higher rank in 
the accounting hierarchy then he can ensure these usages of methods. The counterpart of the 
Accounting Information Systems executive is senior executive at information service 
department who works, ensures and influences the collection of hardware and software for 
the Accounting Information Systems. Researcher made an opinion survey of the respondents 
regarding the resource of the company as an affecting factor the efficiency of Accounting 
Information Systems of the sample mobile telecommunication companies and developed a 

null hypothesis and conducted χ2 test to test the null hypothesis using SPSS 7.5. 
 

Ho9    : There is no significant difference of opinion among the respondents regarding the 

rank of responsible executive as an affecting factors the efficiency of Accounting 
Information Systems of the sample mobile telecommunication companies. 
 

Table # 9 
Opinions of the respondents regarding the rank of responsible executive as an affecting 
factor the efficiency of Accounting Information Systems of the sample mobile 
telecommunication companies 

 

 Respondents Groups χ2 SL 

 CA CMA Tin A Total 

  
Types of  

Opinions 

No. % No. % No. % No. % 

Greatly  11 44 8 32 03 12 22 29.33 

Moderately  10 40 14 56 09 36 33 44 16.061 0.013 
Slightly  04 16 03 12 11 44 18 24 

  
Neutral 00 00 00 00 02 08 02 2.67 

Not  00 00 00 00 00 00 00 00   

Total 25 100 25 100 25 100 75 100   

(Source: Opinion Survey Reports) 

 
 

 
 

 

Table # 9 shows that 29.33% of the respondents mentioned that the rank of responsible 
executive greatly affect the efficiency of Accounting Information Systems of the sample 
mobile telecommunication companies, 44% of the respondents thought that the rank of 
responsible executive moderately affect the efficiency of Accounting Information Systems of 
the sample mobile telecommunication companies, 24% of the respondents opined that the 
rank of responsible executive slightly affect the efficiency of Accounting Information 
Systems of the sample telecommunication companies,  2.67% of the respondents were 
neutral and none of the respondents opined that the rank of responsible executive not affect 
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the efficiency of Accounting Information Systems of the sample mobile telecommunication 
companies. The majority respondents comment that the ranks of responsible executive 
moderately affect the efficiency of Accounting Information Systems of the sample 
telecommunication companies. In order to see whether there is any significant difference 
between the opinions of the respondents‘ regarding the rank of responsible executive as an 
affecting factor the efficiency of Accounting Information Systems of the sample mobile 

telecommunication companies and conducted χ2 test using SPSS 7.5. The value of χ2
 
is 

16.061 which is significant at 0.013 levels. So, our null hypothesis is rejected which means 
that there is significant difference of opinion among the respondents regarding the rank of 
responsible executive as affecting factor the efficiency of Accounting Information Systems of 
the sample mobile telecommunication companies.  

CONCLUSION 

This present study discusses the factors affecting the efficiency of Accounting Information 
Systems of the sample mobile telecommunication companies. Accounting Information 
Systems provide useful information through financial statement such as income statement, 
balance sheet, cash flow statement and owners‘ equity statement to the interested users for 
taking effective decisions making process and the different factors affect its design, 
development, planning control and implementation. All these factors determine the 
characteristics, efficiency and the life of the Accounting Information Systems. Accounting 
information System can not work in a vacuum. All these determine the format and content 
of the report generated by the Accounting Information Systems. Accounting Information 
System is a product of different interacting forces operating in the environment. Every 
company has to work within a particular environment and the Accounting Information 
Systems is strongly influenced by its environment. The environment may be stable or 
fluctuating. There are two general categories of Accounting Information Systems; the first 
provides reports to groups outside the organization in accordance with strict reporting 
requirements imposed by accounting and governmental authorities and second, which is for 
operations and managerial usage, is designed to provide information in whatever form 
managers need it. Both types of Accounting Information Systems process accounting 
transactions and supply information for keeping track of the organization‘s resources and 
for evaluating its status and progress. Accounting Information Systems can help 
organizational decision making process through producing timely, reliable and accurate 
information to the decision maker and increase efficiency through effective control process 
of business operations. The major findings of the research study are there is no significant 
difference of opinion among the respondents regarding the size of the company, age of the 
company,  earning of the company,  availability of trained accountants,  internal control 
systems and  resource of the company as affecting factor the efficiency of Accounting 
Information Systems of the sample mobile telecommunication companies and there is 
significant difference of opinion among the respondents regarding the rank of responsible 
executive, organizational structure and attitude of management as affecting factor the 
efficiency of Accounting Information Systems of the sample mobile telecommunication 
companies.  
 

REFERENCES 

Annual Reports of Grameenphone Ltd. and Teletalk Bangladesh Limited 



Asian Accounting and Auditing Advancement, Volume 2, No 2 (2012) Issue 5                           ISSN 2218-5666                                                      

Copyright © 2012, Asian Business Consortium | 4A Journal Page 70 

 

 

Calderon, et. al. (1993), ―Database Coverage in the Accounting Information Systems 
Course‖, Journal of Accounting and Computers, the University of Akron 

Haider, M.B. and Akhter, T. (2006), ―Accounting Information Quality: An Area of Extended 
Thinking‖, the Cost and Management, Vol. 34, No. 3, May-June. 

McCarthy, W.E. (2003), ―The REA Modeling Approach to Teaching Accounting Information 
Systems‖, Issues in Accounting Education, Vol. 18, No. 4, November. 

Mukherjee, N (2008), Accounting Information System and Its Applications: A Study of Some 
Selected Companies in India, University of Kalyani, Nadia, West Bengal, India 

Ranson, R. C. (1985), ―The Ex Ante Information Content of Accounting Information 
Systems‖, Journal of Accounting Research, Vol. 23 

Sajady, et. al.(2008), ―Evaluation the Effectiveness of Accounting Information Systems‖, 
International Journal of Information Science & Technology, Volume 6, Number 2, 
July/December 

Shikha Dey (2007), ―Accounting Information System in Commercial Banks - an Evaluation 
in Bangladesh‖, the Bangladesh Accountant, April-June 

Shaikh, M.A. and Hannan, (2001), "Accounting Information Disclosure to Employees: 
Annual Report and Employee Report Controversy", Islamic University Studies 
(Part-C), Vol. 4, No. 1. 

Siddiqui, J. and Chowdhury, R.R. (2003), ―Relevance of Accounting Information in 
Bangladesh: An Empirical Study‖, Journal of Business Studies, Vol. XXIV, No. 2 
December. 

Siop, P.and Ahmed, K. (2000), "The Use of Accounting Information by Small Enterprise 
Owner/Managers in Emerging Economies: The Case for Papua, New Guinea", 
Accounting & Finance, the Research Development Association Jaipur, India, Vol. 
14, No. 2, September. 

Steinbart, P. J. (1994),‖Accounting Information Systems‖, Wesley Publishing Company, 
USA. 

Summers, E. L. (1989), ―Accounting Information Systems‖, Houghton Mifflin Company, 
USA 

Wilkinson, et. al. (1986), ―Accounting and Information Systems‖, Second Edition, Join Wiley 
and Sons Inc., U.S.A 

 
  



Asian Accounting and Auditing Advancement, Volume 2, No 2 (2012) Issue 5                           ISSN 2218-5666                                                      

Copyright © 2012, Asian Business Consortium | 4A Journal Page 71 

 

 

APPENDICES 

QUESTIONNAIRE 

 

Please give a tick mark in the box provided at the right side of each alternative 

 

Part – A: Respondent’s Profile 

1. Name of the Respondent....................................... 

2. Name of the Organization………………………. 

3. Designation……………………………………… 

4.  Age Group of the Respondent:  

Below 30…………………………………….      

30-35………………………………………... 

35-40………………………………………… 

40-45………………………………………… 

45-50………………………………………… 

50-55……………………………………….... 

55 and above…………………………………. 

5. Educational Qualifications: 

(a) Graduate   (b) Post-Graduate  (c) M. Phil    (d) Ph. D     (e) Others      (please specify): 

6. Please state your basic discipline of education: 

(a) Arts (b) Science  (c) Business/Commerce d) Engineering  (e) Others  (please specify): 

7. Professional Qualifications: 

 (a) ACA       (b) FCA      (c) ACMA       (d) FCMA        (e) Others      (please specify): 

 8.    Length of Service: 

Below 5……………………………………....      

5-10………………………………………….. 

10-15………………………………………… 

15-20………………………………………… 

20-25………………………………………… 

25-30………………………………………...  

   30 and above………………………………… 
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Part – B: Factors Affecting the Efficiency of Accounting Information Systems 

 

1. Please give your opinion on the degree of influence of size of company as an affecting factor 

the efficiency of Accounting Information Systems 

(a) Greatly              (b) Moderately          (c) Slightly            (d) Neutral             (e) Not  

 

2. Please give your opinion on the degree of influence of age of the company as an affecting factor 

the efficiency of Accounting Information Systems 

(a) Greatly              (b) Moderately          (c) Slightly            (d) Neutral             (e) Not  

 

3. Please give your opinion on the degree of influence of earning of the company as an affecting 

factor the efficiency of Accounting Information Systems 

(a) Greatly              (b) Moderately          (c) Slightly            (d) Neutral             (e) Not  

 

4. Please give your opinion on the degree of influence of availability of trained accountant as an 

affecting factor the efficiency of Accounting Information Systems 

(a) Greatly              (b) Moderately          (c) Slightly            (d) Neutral             (e) Not  

 

5. Please give your opinion on the degree of influence of internal control system as an affecting 

factor the efficiency of Accounting Information Systems 

(a) Greatly              (b) Moderately          (c) Slightly            (d) Neutral             (e) Not  

 

6. Please give your opinion on the degree of influence of attitude of management as an affecting 

factor the efficiency of Accounting Information Systems 

(a) Greatly              (b) Moderately          (c) Slightly            (d) Neutral             (e) Not  

 

7. Please give your opinion on the degree of influence of organizational structure as an affecting 

factor the efficiency of Accounting Information Systems 

(a) Greatly              (b) Moderately          (c) Slightly            (d) Neutral             (e) Not  

 

8. Please give your opinion on the degree of influence of resource of the company as an affecting 

factor the efficiency of Accounting Information Systems 

(a) Greatly              (b) Moderately          (c) Slightly            (d) Neutral             (e) Not  

 

9. Please give your opinion on the degree of influence of rank of responsible executive as an 

affecting factor the efficiency of Accounting Information Systems 

(a) Greatly              (b) Moderately          (c) Slightly            (d) Neutral             (e) Not  
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