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Impact of Service Category on the Economic Performance 
of Biman Bangladesh Airlines 

 

Mouri Mehtaj* 

Abstract: The Biman Bangladesh Airlines is a national flag carrier of Bangladesh. It has 
been providing two categories of services to customers, namely primary services and support 
services. Primary services are core services of Biman for revenue earnings that decidedly 
contributing economic performance. The study examines the impact of the service category 
on the economic performance of the sector. Secondary data were used from the statistically 
accepted sources like internal documents and web site of the sample organization's. Pearson 
correlation analysis and regression analysis, particularly multiple regression analysis were 
used for inferential analysis of the collected data under the support of SPSS IBM 20. The 
empirical study found that higher degree of positive correlation between independent 
variable and dependent variable, also found the model was significant with goodness of fit. 
The study addressed that among the existing service categories only services to passenger 
carrying except Haji (Income from Passenger) has significant impact on the economic 
performance of Biman Bangladesh Airlines. Implications, findings and limitations of the 
study were discussed in the paper. 
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Introduction 

Biman Bangladesh Airlines is the national flag carrier of Bangladesh. The carrier provides 
passenger and cargo carrying services to different international destinations, as well as major 
domestic routes. It has air service agreements with 42 countries, but flies for only 18 destinations. 
The airline was owned and managed by the government of Bangladesh until 23 July 2007 but it 
was transformed into the country's largest public limited company by the Caretaker Government 
of Bangladesh (2007-08). Biman enjoyed an internal monopoly in the Bangladesh aviation 
industry until 1996. Presently Biman has two 737-800, four DC10-30, three A310-300 and three 
F28-4000 aircrafts in its fleet. Biman has processed of procuring new generation aircraft such as 
Boeing 777-300ER, 787-8 and 737-800 for its fleet (Official documents of Biman Bangladesh 
Airlines). Biman has a large number of employees in the team. Few studies of Biman based on 
internal documents and reports, it has been found that there are three categories of manpower like 
permanent, contractual and casual with seven different classes like CEO- Staff. Biman has 3205 
employees, of which 2824 permanent and 381 contractual staffs (Official documents of Biman 
Bangladesh Airlines). 

Biman Bangladesh Airlines has been operating primarily for transporting passengers and cargo or 
both at the same time; domestically and internationally. Besides this, Biman is also providing 
support services to its customers and other international airlines. Table-01: Service Directory of 
Biman Bangladesh Airlines, demonstrates the nature or categories of services provided to these 
customers as a transporter and third party service supplier by Biman Bangladesh Airlines. This 
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table also highlighted the primary services that are performed by Biman for generating the lion 
share of revenue, in addition encapsulated the support service items that are provided by Biman to 
the customers as augmented services. This type of services does not make certain the expected rate 
of return for any airlines like Biman. So, the study focused on the three primary services for 
justification of the impact of service categories on the economic performance of Biman 
Bangladesh Airlines. 

Table -01 : Service Directory of Biman Bangladesh Airlines 

Primary Services Support Services 

Passenger Carrying (Except Haji) Ground Handling 

Haji Carrying Biman Maintenance 

Cargo Carrying Bangladesh Airlines Training Centre (BATC) 

 Biman Flight Catering Center (BFCC): 

 Biman Poultry Complex 

(Source: Compiled by Author)  

Despite a number of successful operations, some studies addressed that Biman has been suffering 
from financial loss since the last few consecutive financial years. It has also been facing reputation 
crisis for poor service because of regular flight cancellations and delays caused by its aging fleet 
and lack of managerial skills. Annual Hajj flights, transporting non-resident Bangladeshi workers 
and migrants and the activities of its subsidiaries, form an important part of the carrier's business. 
The carrier is currently facing competition from local private airlines & some international 
carriers, which offer greater reliability and service standards. 

1.1  Literature Review 

The in-depth study of aviation industry conducted by many institutions and organisations 
addressed to the measurement of economic performance. These studies referred to profitability, 
business uncertainty, market requirements, safety and quality, use of new technology as items of 
measuring the economic performance (Vasileion and Morris, 2006). These studies also asserted 
that broadly revenue, operating costs and inventories are used as economic indicators of airline 
businesses. For the sophistication of airline services, lead time and process time, productivity %, 
spending on local suppliers, investment on local infrastructure are also given weight in 
determining the service quality (UNMOG, GRI, Rainforest Alliance, UTZ Certified and the 4C 
Association). Global Reporting Initiative (GRI) identified the economic performance for 
stakeholder as; net sales, sales/revenue-cost of service, cost of procuring materials and services, 
percentage of contracts that were paid in accordance with agreed terms, total payroll and benefits, 
interest on borrowing, dividend on all classes of shares, increased/decreased in retained earnings, 
tax paid, subsidiaries received, donations to community, civil society. These variables have 
indirect impact on economic performance of airline businesses. 

The review of above studies on airline business revealed that economic performance depends on 
some direct and indirect indicators. For access to available data and measuring the impact on 
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economic performance of direct indicators like revenue earnings from passenger carrying, cargo 
carrying and pilgrims transportation have been chosen for the study. 

  

1.2 Research Questions 

Airlines business has been growing rapidly in the globe, continued with private and public 
management as well as ownership.  Demand for airline services is extending regularly in the 
different categories. This is not applicable for any particular country, but also for all member 
countries of IATA (International Air Transport Association). The aviation industry has been 
suffering from losses till 2014 (The New-Age News, 10 December, 2015) in all categories of its 
services with a very few exceptions. But onward from 2014, it's net profit has been increasing 
sharply. In an estimate of IATA, its net profit in 2015 nearly doubled to $33 billion (Agence 
France-Presse, Geneva). Such increase exceeded the forecasted volume of $29.3 billion and the 
revenue earnings was a recorded jump of 90 percent compare to the last year; mainly due to the 
reduction of fuel costs sharply (The New-Age News, 10 December, 2015). Experts of IATA 
believed such profits will rise to $36.3 billion at the close of financial year 2015-16 (Agence 
France-Presse, Geneva).  

The net profit margin of aviation industry generally becomes low. Recent rise in profit margin 
although considered as double, the profit margin is still 4.6 percent for this industry; because the 
return on capital barely exceeded the cost of capital in the industry. Globally, North American 
Airlines occupied the lion share of market followed by European airlines. Failure to provide 
services to long-haul passengers, Gulf airlines could not fetch the forecasted amount of profit in at 
$1.8 billion. International Air Transport Association (IATA) expected to recover most of the lost 
ground with a $1.7 billion net profit in 2016 (The New-Age News, 10 December, 2015). 

Unfortunately, the picture is quite depressing in some countries due to lack of management skills, 
undue political influences, and frequent loss of property by accident, lack of resources and demand 
of services, etc. In spite of increasing demand for service; moderate fleet resources; international 
standard management team and safe operation i.e. minimum rate of property loss by accident, 
Biman has suffered from financial loss in every financial year by year. This picture is 
comparatively repellent for management, shareholders and other stakeholders. The study 
contributed to examine the impact of service categories on the profitability as well as net sales 
revenue.  

This study has also addressed to find out the answer of the following research questions such as:   

i. How much impact has been played by existing service categories on the economic 
performance of Biman Bangladesh Airlines? 

ii. Which primary service is highly contributed to existing service category? 

1.3 Objectives of the Study 

The ultimate objective of the study was to explore the impact of existing service category on the 
economic performance of Biman Bangladesh Airlines. To respond the research questions 
following objectives were addressed viz; 

i. To examine the existing service category of Biman Bangladesh Airlines. 
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ii. To assess the impact of service category on the economic performance of the Biman 
Bangladesh Airlines. 

iii. To identify the highly contributing primary service category. 

1.4  Methodology of the Study 

The study was descriptive in nature. Secondary data were used for justifying the intention of the 
study. Data were collected from the valid sources; major data sources were annual report of Biman 
Bangladesh Airlines and unpublished reports like (internship and research reports) during the 
financial period from 2007-2008 to 2014-2015. Data were initially analysed by using Statistical 
Package for Social Science (SPSS). Pearson’s correlation and regression analysis, particularly 
multiple regression analysis have been used for analysing the impact of service categories (IV) on 
the economic performance (DV). Regression analysis were used to measure the dependence of one 
variable, on one or more independent variables, in order to estimate the value of the former in 
terms of knowing the values of the later (Gujarati, D. 2003). Multiple regression examines the 
relationship between two or more predictor (independent) variables and one (dependent) variable 
(Krishnaswany, et al., 2011). Finally results have been incorporated in the report.  

1.5 Measurement Variables 

1.5.1 Income from Passenger Carrying (Except Haji) 

With the rapid progress of globalization, the cross border movement of skilled and the unskilled 
labor resulted significant foreign exchange inflow to the developing countries. Like many 
developing countries, remittance has become one of the most important economic variables for our 
country. In the year 2012, 377368 labors travelled by Biman Bangladesh Airlines and 181962 
workers travelled by other airlines (Official documents of Biman Bangladesh Airlines). That 
means, more than 50% workers travelled by our national flag carrier.  

1.5.2 Income from Haji Carrying  

The annual pilgrimage to Mecca for the Hajj is undertaken by thousands of Muslims in 
Bangladesh. Biman has been the sole Bangladeshi airline permitted by the government to provide 
flights for pilgrims to King Abdulaziz International Airport, Jeddah. In 2014, approximately 
98,726 pilgrims have flown to Saudi Arabia for Hajj. Among them, 50,355 pilgrims were travelled 
by Biman Bangladesh Airlines, others have travelled by Saudia Airlines, National Air Service 
Airways (NAS) etc. That means, almost 50% of Hajee travelled by Biman Bangladesh Airlines in 
the given year. Moreover, in 2014, Biman Bangladesh Airlines has earned profit from the Hajj 
program for the first time.  

Year Hajj Pilgrims 

2008-09 58648 

2009-10 64374 

2010-11 44592 

2011-12 50972 

2012-13 50324 

2013-14 50355 

(Trends of Hajj Pilgrims by Biman Bangladesh Airlines)  
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From the above diagram, we can see the earnings from Hajee transportation in different years by 
Biman Bangladesh Airlines.  

The following diagram is showing the earnings from cargo service of Biman Bangladesh 
Airlines 
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(Source: Collected from the records of Biman Bangladesh Airlines) 

It is depicted from the above diagram that there is ups and downs in the income from hajee 
transportation. 

 

1.5.3 Income from Cargo Carrying  

Every year many products are exported through the air transport from Bangladesh to some foreign 

countries. 80% of our RMG is exported to Europe by Biman Bangladesh Airlines. Moreover, 

Middle East is the destination for exporting our vegetables and 100% export is done through the 

air transport. Biman is playing a vital role in this sector. Biman is operating cargo service for a 

very long time. It has established Cargo Village at Shahjalal International Airport where the cargo 

is packaged and labeled before being loaded in aircraft. The items that are exporting through 

Biman's cargo mostly involve vegetables, RMG, frozen food, jute products, leather products etc. 

Some of the exporting countries were Kolkata, Nepal, India, Middle East, Malaysia, Thailand, 

Singapore, Hong Kong etc. In the year 2012-13, more than 3 crore kgs of goods and products were 

exported by the Biman Bangladesh Airlines; the value of the amount was 40191.03 (BDT in Lac). 

Biman Bangladesh Airlines earned 54230 lac taka in that year.  
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The following diagram is showing the earnings from cargo service of Biman Bangladeh 
Airlines 
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(Source: Collected from the records of Biman Bangladesh Airlines) 

 

In 2012-13, Biman enjoyed a market share of 16.74 per cent in its cargo business. It was followed 

by Saudi Arabian Airlines with 13.88 per cent; Emirates with 12.40 per cent; Qatar Airways 9.07 

per cent; Etihad with 8.91 per cent and all other carriers 39 per cent. The reason behind the 

positive market share by Biman Bangladeh Airline was due to flexible and low freight in 

comparison to other cargo services. 

   

1. Data Analysis 

1.1 Present Status of Existing Primary Services Category of Biman Bangladesh Airlines  

A few research recommended that primary services of Biman Bangladesh Airlines has been 

contributing to the total revenue consecutively in comparison to others like support services. In 

support service directory, all services except ground handling are subsidised. The present  

financial performance of the primary services has been justified by the statistical analysis in the 

(Appendix-01). 
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Fig- 01 : Financial Performance of Primary Services of Biman Bangladesh Airlines 
(In Crore Taka) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Sources: Appendix 01 
  

The fig-01 demonstrated the financial performance of Biman within the existing services category 
during the financial year 2008-2009 to 2013-2014. This graph highlighted the service category 
wise revenue generated by Biman Bangladesh Airlines in different financial years. In the financial 
year 2008-2009, the total income was 4 thousand crore taka, income from passengers was above 
than 3 thousand crore taka. But in the remaining financial years, total income and income from 
passengers (IP) had steady growth. On the other hand, income from cargo (IC) and income from 
Hajj passenger (IHP) did not change remarkably. So it can be stated that income from cargo is 
more or less constant than income from Hajj.   

1.2 Impact of Service Category in the Biman Bangladesh Airlines 

The regression analysis is used under the support of SPSS and results have been shown by the 
table-02, result of regression analysis highlighted that revenue has a significant relation with 
dependent variable and independent variables (i.e. Income from Passenger, Income from Cargo 
and Income from Haji) in our used model. The Model summary indicates that, R= 0.999%, i.e. 
near to 99.99%. This indicates the linear association between dependent and independent variables 
as a whole. The coefficient of determination R-squared is 0.998 on converting the R-squared value 
to percentage, it is 99.80% indicates the goodness of fit of the regression model. Table-3 (a) and 
3(b) (Appendix) exhibit the result of ‘t’ and ‘F’ tests were found to be significant @ 5% level of 
significance where p< 0.05. The measurement of service category and related variables can 
influence the economic performance of the sample organization. 

6000.00 

5000.00 

4000.00 

3000.00 

2000.00 

1000.00 

       0.00 



138 Journal of Business Studies, Vol. XXXVI, No. 2, August 2015 

Table-02  

Model Summary b 

Model R R 
Square 

Adjusted 
R Square

Std. Error 
of the 

Estimate 

Change Statistics Durbin-
Watson

     R 
Square 
Change

F 
Change

df1 df2 Sig. F 
Change 

 

1 .999a .998 .997 4287.69231 .999 476.712 3 2 .002 2.328 

a. Predictors: (Constant), Income from Cargo, Income from Haji, Income from Passenger 

b. Dependent Variable: Total Income 

Sources: SPSS, IBM 20 

The regression coefficients were shown by Table-2 (b); this table shows the value of β (beta) 

scores which represents “the level at which the independent variables are predictors of the 

dependent variable”. The regression coefficients for the predictor variables; Income from Cargo, 

Income from Haji, Income from Passenger, and Unstandardized Coefficients were 1.418, 0.450, 

and 1.002 respectively. In the table-2(b) the coefficient values β (beta) have showed the change in 

a value of variable, when all the other variables are held constant. When we analyzed the 

coefficient value for the variable “IP” we can say that there is an increase of 1.418 units in total 

income (TI) for every unit increase in  Income from Passengers (IP), keeping other variables of the 

model constant.  

The Model Presented by Multiple Regression as Follows: 

TI= -86732.688+ 1.418 (IP) + 0.450(IHP) + 1.002 (IC) 

 [Where, IP= Income from Passenger, IHP = Income from Haji Passenger, IC =Income from 

Cargo, TI= Total Income] 

2.  Discussion 

Analysis of the collected data revealed that the aviation business is a service operating business, it 

has the different directory of services offered to the target customers. Besides service category or 

types of services provided were generating sales revenue for the sample organization regularly. 

But, the financial contributions of service category was not equal in total income or revenue.  The 

result showed that every item of the services category didn't play equal level of standard for the 

organization in the study year. By the observation of graphical representation, we have found that, 

only income from passenger’s contribution higher than remaining others and the contribution was 

found upward trend. 

The study of Pearson correlation covered the relationship between the dependent variable (Total 

Income) and independent variables (income from passenger, income from Haji and income from 

cargo) @ 1% and 5% level of significance. The result revealed that independent variables (IV) 
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have higher degree positive correlation with the dependent variable (DV). The empirical results 

have shown that income from passenger  r =  0.992 and p= 0.00 @ 1% level of significance in (2-

tailed) test, income from Haji r = 0.781 and p= .067  is not significantt @ 1% or 5% level of 

significance in (2-tailed) and income from cargo r = 0.899 and p= .015 @ 5% level of significance 

in (2-tailed) tests. This result justified that every service of existing service categories has not 

played an equal role in the total income or economic performance. This has been addressed that 

passengers carrying and cargo carrying have significant correlation with economic performance 

but Haji carrying service did not find significant correlation with the dependent variable of the 

study.  

In addition, the regression analysis positively supported the intention of the study through 

inferential justification. The result of analysis confirmed the significant relationship between 

independent variable and dependent variable of the study and also acclaimed that the model of the 

study was significant and goodness of fit. The analysis proved that in the present services category 

only service of passenger carrying (income from passenger) has been playing a higher level of 

impact that was significant @ 5% (appendix table 3(b) on the economic performance of the 

sample organization i.e if the service for passenger is increased one unit than economic 

performance will be increased by 1.418 (app. 141%). On the other hand, another services category 

like service of cargo carrying (income from cargo) and service of Haji carrying (income from Haji 

carrying)  have influenced the economic performance of the sample organization, but influence did 

not prove significant @ 5% (appendix table-3b). Among them service category of carrying Haji  

(income from Haji) denoted that if the service for Haji is increased one unit than economic 

performance will be increased by 0.450 (app. 45%). It has been disclosed a clear depiction of the  

existing service category and their influences on the economic performance of sample 

organization. 

3. Implication  

This study provides the theoritical and managerial insight on the knowledge of aviation business 

performance and their services.  Theoretical contribution of the study is to enhance the knowledge 

of service marketing specially airline services. In terms of managerial implication, the research 

results provide key justification of the service category of the airline and economic performances 

at a glance. In addition, the study addressed the comfortable or economically significant service 

category for the airlines like Biman Bangladesh Airlines. This research result recommended that, 

Biman Bangladesh Airlines should focus on the passenger carrying and cargo carrying services 

rather than others for making certain sustainable economic growth and thinking about strategic 

decision making practice for overcoming the diverse level of uncertainty in the smooth operations. 

Particularly, in passenger carrying; Haji carrying may not be effective for Bangladesh Biman due 

to the occasional nature of demand. This service category did not prove significant influence in 

this research, so management should highly concentrate to first one instead of Haji carrying. For 

justification of continuance of this service category i.e. Hajj passenger carrying, it is recommended 
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that supplementary study may be conducted by considering and overcoming the limitations of the 

present study.  

4.  Conclusion  

The purpose of the study is to explore the impact of existing service category on the economic 

performance of Biman Bangladesh Airlines. Previous studies have not explored thoroughly on the 

subject of the research. The result presented that existing service category has an impact on the 

economic performance of the sample organizaiton. The study offered some managerial 

implications for sustainable economic growth of airline business. First, the result recommended 

that Biman Bangladesh Airlines should be focused on the passenger carrying and cargo carrying 

service rather than others for making certain sustainable economic growth and thinking about 

strategic decision making practice for overcoming the diverse level of uncertainty in the smooth 

operations. Finally, this study suggested to give priority to the significant service category instead 

of others like Haji carrying and conduct supplementary study for overcoming the limitations of the 

present study. 

To consider the findings stated here, there are some limitations that have to be taken into 

consideration in interpreting the results. First, the study used only total income for measuring the 

economic performance. Therefore, the study used the secondary data, but data were not available 

according to methodological requirements. So, a triangulation study might be conducted to capture 

better insight and research framework.   
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Appendices 

 

Table-01 

Financial Year Income from 
Passenger 

Income from 
Haji 

Income from 
Cargo 

Total Income 
(BDT in Lac) 

2008-2009 311,280.20 28,741.49 27,738.00 393,535.66 

2009-2010 304,360.24 29,017.69 38,625.00 398,203.22 

2010-2011 338,860.23 41,631.50 34,809.00 445,830.80 

2011-2012 368,950.10 27,107.95 37,639.00 488,066.76 

2012-2013 392,560.00 55,478.57 54,230.00 552,495.43 

2013-2014 400,200.00 47,533.00 59,062.00 557,474.50 

(Sources: Mashik Protibedon) 

 

Table-02        

 Pearson’s Correlations 

 Income from 
Passenger 

Income 
from Haji 

Income 
from 

Cargo 

Total 
Income 

Income from 
Passenger 

Pearson 
Correlation 

1 .723 .845* .992** 

 Sig. (2-tailed)  .105 .034 .000 

Income from 
Haji 

Pearson 
Correlation 

.723 1 .789 .781 

 Sig. (2-tailed) .105  .062 .067 

 N 6 6 6 6 

Income from 
Cargo 

Pearson 
Correlation 

.845* .789 1 .899* 

 Sig. (2-tailed) .034 .062  .015 

Total 
Income 

Pearson 
Correlation 

.992** .781 .899* 1 

 Sig. (2-tailed) .000 .067 .015  

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

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

Sources: SPSS IBM 20 
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Table-03 

ANOVAa 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 26292053335.273 3 8764017778.424 476.712 .002b 

 Residual 36768610.641 2 18384305.320   

 Total 26328821945.914 5    

a. Dependent Variable: Total Income 

b. Predictors: (Constant), Income from Cargo, Income from Haji, Income from Passenger 

 

Table- 04 

Coefficientsa 

Model Unstandardized 
Coefficients 

Standardized 
Coefficients 

t Sig. 

 B Std. Error Beta   

1 (Constant) -86732.688 21594.103   -4.016 .057 

 Income from 
Passenger 

1.418 .089 .799 15.937 .004 

 Income from Haji .450 .269 .073 1.673 .236 

 Income from Cargo 1.002 .339 .166 2.952 .098 

Dependent Variable: Total Income                                              Sources: SPSS IBM 20 

 

 


