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Abstract: Corporate governance quality has received massive attention in recent 

years in an emerging country like Bangladesh. This study investigates the quality of 

corporate governance considering the listed banks of Bangladesh during the period 

of 2006 to 2013.  Corporate governance quality is measured by a self-structured 

governance index considering total 285 attributes and divided into eight 

subcategories. This empirical study shows that overall corporate governance 

quality measured by the index is only 52.37% which indicates poor quality of 

corporate governance in the listed banks of Bangladesh although it said that 

banking sector is well organized, highly developed and regulated by various laws 

all over the world. The empirical result finds that quality is higher in shareholder 

rights and external auditing information but quality is lower in board, management 

structure and process, financial transparency, risk management information and tax 

management information among the sub categories of governance quality. This 

study also observed that governance quality is very low in voluntary attributes and 

even some mandatory attributes are violated by the most of the banks. This study 

recommends that the regulatory authority should more emphasize on overall as well 

as individual attributes of governance quality through effective monitoring or 

imposing mandatory requirement in the corporate governance guidelines.  

Keywords: Corporate governance quality, Board of directors, Independent 

directors, Audit   committee, Financial transparency 

 

1. Introduction 

Corporate governance is an emerging issue in academic research and various corporate 

scandals like Enron and Andersen in US and Marconi in UK increases the demand of 

effective corporate governance (Khanchel, 2007).  Shareholders, investors, and advisors 

are interested to know the practices and compliance of corporate governance other than 

financial position and performance. Corporate governance monitors management 

effectiveness and makes sure legal conformity by preventing improper and irregular 

behavior (Turrent and Ariza, 2016) and ensures protection of shareholders rights and 

investors confidence (La porta et al., 2000). Quality of corporate governance also 

scrutinizes the transparency and accountability of the firm’s governance related issues 

and helps to assess whether the firm is better or poorly governed.  
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Corporate governance quality is defined as code of governance, rules, regulation, and 

best practices related to governance. Corporate governance is a system used to direct and 

monitor the firms (Cadbury committee, 1992). But there is no uniform policy to define 

corporate governance quality as the code of governance, rules and regulation, and best 

practices vary based on the firm, industry, country and time period. Empirical research on 

corporate governance quality are mainly based on US (Khanchel, 2007; Silveira et al., 

2009; Turrent and Ariza, 2016), UK (Barucci and Falini, 2005; Beiner et al., 2006; 

Lazarides and Drimpetas, 2011), Africa (Waweru, 2014a,b), Korea (Black et al., 2006) 

and Malaysia (Ariff et al., 2007) and Bangladesh (Biswas, 2012). Most of the researchers 

developed the self structured corporate governance index to assess the quality of 

corporate governance where as only few researchers used the corporate governance index 

provided by rating agencies. In Bangladesh, no rating agency provides the corporate 

governance index and even no database is available to measure the quality of corporate 

governance. It is said that banking sector is highly organized and developed and regulated 

by various laws. Moreover, corporate governance guideline 2006 is revised in 2012 

which includes some additional requirement for better governance.  But there is dearth of 

empirical research study of corporate governance quality in the banking sector of 

Bangladesh. Thus, there is gap of research in the governance literature particularly in the 

banking sector of Bangladesh.  

This study mainly addresses the following research question: 

RQ: What is the quality of corporate governance in the listed banks of Bangladesh? 

To resolve the RQ, this study investigates the quality of corporate governance 

considering the listed banks of Bangladesh during the period of 2006 to 2013. A self 

structured governance index is developed to measure the corporate governance quality 

and the index includes total 285 attributes considering the corporate governance 

guidelines, regulatory requirement of Bangladesh Bank, listing requirement, disclosure 

practices and previous empirical governance literature. The overall quality of corporate 

index is divided into eight sub categories such as ownership information; shareholder 

rights; financial transparency; board, management structure and process; external 

auditing information; risk management information; tax management information; and 

corporate responsibility, compliance and stakeholder information.  

This research study contributes to the corporate governance literature in three ways: First, 

this study will provide a remedy for the paucity of governance research and will add 

value to the literature of quality of corporate governance in Bangladesh. Second, this 

study develops a unique self structured corporate governance index which will help to 

assess to what extent banks are practicing corporate governance attributes and whether 

they are better governed or worst governed firm. Finally, the findings of this study will 

help to regulator and policy maker to improve the quality of corporate governance in the 
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banking sector of Bangladesh by imposing some new issues as the mandatory 

requirement in the corporate governance guidelines.  

This empirical research study is organized in the following ways: section 2  literature 

review;  section 3 shows the sample selection; section 4 explain the research design; 

section 5 describe the analysis of corporate governance quality through overall, category 

wise and item wise  analysis over the time period;  section 6 present the summary and 

conclusion. 

2. Literature Review  

Corporate governance quality helps to assess whether firms are practicing better quality 

or worst quality in governance issues. The rating of corporate governance distinguish the 

firms between best and worst (Daily and Dalton, 2004; Khanchel, 2007).  Khanchel 

(2007) study also stated that corporate governance ratings are important because 

investors (like institutional investors) use the rating to perform a crucial role in the capital 

market and management give special emphasize on corporate governance when rating of 

corporate governance is at bottom line. Previous empirical literature measured the 

corporate governance quality in different ways which are explained below: 

Corporate governance quality is measured by six categories such as management 

discipline, transparency, independence, accountability, responsibility, and fairness using 

fifty seven qualitative and binary yes/no questions (Klapper & Love, 2004). Barucci & 

Falini (2005) study considered composition of board of directors and selection of 

directors, activity of board of directors and board of auditors as the three governance 

attributes to measure the corporate governance. Corporate governance index is assessed 

using composite index, investor protection and social awareness (Durnev & Kim, 2005). 

Beiner et al. (2006) study measured corporate governance index which is divided into 

five subcategories such as corporate governance commitment (5 elements); shareholders’ 

rights (7 elements); transparency (5 elements); board of directors and executive 

management (15 elements); reporting and auditing (6 elements) using the survey 

responses of total thirty eight questions or elements. A total of 39 attributes and divided 

into five sub categories such as shareholder rights (5 elements), board structure (4 

elements), board procedure (26 elements), disclosure (3 elements), and ownership parity 

(1 element) on the basis of survey responses of practices of corporate governance to 

measure the corporate governance index (Black et al., 2006). Khanchel (2007) study 

measured corporate governance quality considering four categories such as board of 

directors (4 elements), board committees (6 elements), audit committee (5 elements), and 

overall or total index. A total of twenty four objective questions related to corporate 

governance are considered and divided into four sub categories such as disclosure (6 

questions), board composition and functioning (6 questions), ethics and conflict of 

interest (6 questions) and shareholder rights (6 questions) to measure the corporate 
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governance quality and they used the equal weighted method to avoid the questions and 

difficulties (Silveira et al., 2009). Lazarides & Drimpetas (2011) study measured 

corporate governance index using twelve attributes such as CEO duality, audit 

committee,  independent directors on audit committee, compensation committee, 

nominee committee for board members, committee for evaluation and recruitment of  

executives, internal statute, code of ethics, disclosure of board members biographical 

notes, compensation, executive compensation and number of independent members. 

Shareholder concentration (ownership structure), board size and proportion of non 

executive director (board composition) are considered to measure the corporate 

governance quality (Waweru, 2014a).  A total of one hundred and forty eight attributes 

are considered and divided into five sub categories such as ownership structure and 

investor rights (15 elements), financial transparency and information disclosure in the 

annual report (24 elements), corporate responsibility and compliance (16 elements), 

board and management structure and process (80 elements), and auditing (13 elements) to 

measure the corporate governance quality (Biwas, 2012). Waweru (2014b) study 

measured the corporate governance quality using six sub categories such as board (19 

elements), charter/laws (5 elements), audit (6 elements), director composition (6 

elements), progressive practices   (11 elements), and ownership (4 elements). Turrent & 

Ariza (2016) study investigated corporate governance quality using corporate governance 

rating which considers total forty three attributes and divided into four sub indices such 

as composition and performance of the board (53%), shareholder rights (18), ethics and 

conflicts of interest (16%) and other information related to corporate governance (13%). 

From the above literature review, it is clear that corporate governance quality is measured 

by different names such as corporate governance ranking, corporate governance score, 

corporate governance index, corporate governance quality in percentage form, corporate 

governance rating etc. though the basic objectives are same. Most of the researchers used 

the self structured index to measure the corporate governance quality due to absence of 

database of corporate governance index.  It is also observed that the variation- in each 

item and total attributes of corporate governance; categories or sub-indices of corporate 

governance; scoring in each item; weighted and un-weighted method; guidelines or 

requirement in the code of best practice or corporate governance; listing requirement; 

disclosure practices; time period; financial and non financial companies and statistical 

method. Thus, it is evident that assessment or measurement process of corporate 

governance quality is different and there is no uniform policy or approach to measure 

corporate governance quality. 

3. Selection Process of Sample  

Total 234 firm years are considered as sample from the thirty listed banks of Dhaka Stock 

Exchange (DSE) during the period of 2006 to 2013.  Bangladesh Securities and Exchange 

Commission (BSEC), the regulatory authority, introduced corporate governance 
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guidelines in 2006 and new corporate governance guidelines (amendment) in 2012 to 

ensure better governance of the firms. All the banks have to prepare the corporate 

governance compliance checklist since 2006. Only few banks disclose the corporate 

governance information in details voluntarily.  

4. Research Design 

This study develops a unique self structured governance index which includes total 285 

attributes and divided into eight subcategories considering the listed banks of Bangladesh 

during the period of 2006 to 2013. The quality of corporate governance index is 

developed after considering corporate governance guidelines 2006 and 2012, company 

act 1994, bank company act, disclosure practices, listing requirement and previous 

literature. The quality of corporate governance index including overall and subcategories 

of corporate governance is critically explained using the descriptive statistics and graph. 

5. Analysis of Corporate Governance Quality  

5.1 The Quality of Corporate Governance Index  

The most important part of this study is to compute the corporate governance quality. 

Corporate governance quality index is developed considering corporate governance 

guidelines 2006 and 2012, Bangladesh Bank guidelines, listing rules of Dhaka Stock 

Exchange (DSE), disclosure practices, Biswas (2012) study and other previous empirical 

literature. Corporate governance quality includes total 285 attributes and divided into 

eight sub categories such as (1) quality of ownership information (13 attributes); (2) 

quality of shareholder rights information (13 attributes); (3) quality of financial 

transparency and information in the annual report information (49 attributes); (4) quality 

of board, management structure and process information (134 attributes); (5) quality of 

external auditing information (12 attributes); (6) quality of risk management information 

(35 attributes);  (7) quality of tax management information (15 attributes); and (8) quality 

of corporate responsibility, compliance and stakeholder information (14 attributes). The 

answer of all the attributes is collected from the annual report. If the answer of the 

attributes is yes (complied or disclosed) then score one otherwise score zero and all 

attribute are equally weighted. Following the study of Morries et al., (2011) and Biswas 

(2012), any undisclosed attributes score zero to avoid judgment error in the coding 

process and consider the undisclosed attributes as (1) the attribute is not available in the 

firm or (2) the attribute is available in the firm but it is immaterial to disclose it or (3) the 

attribute is available in the firm, it is material but the firm decided not to disclose the 

attribute. This study considers the un-weighted method and all attributes of governance 

are scored equally to avoid subjectivity and this equally weighted system is used 



20 Special International Edition, 2018 

following the study of Cooke (1989, 1993), Silveira et al., (2009) and Biswas (2012). 

Corporate governance quality is measured by adding the score of all attributes of each 

bank and then total score of each bank is divided by total number of attributes and 

converted into percentage form. Thus, corporate governance quality is expressed in 

percentage form.  

5.2 Descriptive Summary Statistics of Corporate Governance Quality 

Banking sector is organized and regulated by various laws such as corporate governance 

guidelines 2006 and 2012, bank company act 1991, and company act 1994 etc. Table 2 

presents the descriptive summary statistics of corporate governance quality from 2006 to 

2013 and the descriptive summary statistics presents that the average mean of corporate 

governance quality measured by the index is only 52.37% which is not good enough for 

the listed banks of Bangladesh and average quality of corporate governance ranges from 

34.49% to 71.95% with a standard deviation of 14.30%. The lowest quality of corporate 

governance is 6.67% in consecutive two years 2006 and 2007 and the highest quality of 

corporate governance is 82.81% in 2013 as expected. 

Table 1:  Descriptive statistics of Quality of Corporate Governance Quality 

Year Obs. Mean Minimum Q1 Median Q3 Maximum SD 

2006 26 34.49346 6.67       32.28           34.915 40 46.67 8.275898        

2007 28 39.53679 6.67 35.965 39.825 45.085 55.44 8.759439 

2008 30 44.50267 32.98 40 43.685 47.72 57.89 6.536693 

2009 30 48.12833 34.04 41.05 48.595 53.68 60.35 7.361807 

2010 30 52.21067 40 44.56 53.33 57.89 69.47 7.642415 

2011 30 55.40267 41.05 49.47 56.49 60 68.77 6.91863 

2012 30 69.462 55.44 64.56 70.18 73.68 81.4 6.111218 

2013 30 71.95333 62.11 68.07 72.105 76.49 82.81 6.031011 

Total 234 52.36603 6.67 41.05 50.705 63.16 82.81 14.30467 

Source: Author’s estimation 

The banks whose governance structure and monitoring system is best have a governance 

index 82.81% in 2013 and the banks whose governance structure and monitoring system 

is worst have a governance index 6.67% in 2006 and 2007. Corporate governance quality 

is increasing over the years as expected and the major improvement of corporate 
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governance quality is from 55.50% in 2011 to 69.46% in 2012 though the highest quality 

of corporate governance is 71.95% in 2013. The major improvement of corporate 

governance quality was in 2012 because the regulatory authority introduced new 

corporate governance guidelines 2012 which particularly emphasize on quality of 

financial transparency and board, management structure and process information in the 

annual report.  

Table 3 represents the descriptive summary statistics of overall corporate governance 

quality. The average mean of quality of ownership information is 66.44% and ranges 

from 15.38% to 100% with a standard deviation of 17.66%. Quality of shareholder right 

information is only 78.53% and minimum is 0% and maximum is 100% with a standard 

deviation 18.30%. Financial transparency is one of the significant part of quality of 

corporate governance and the average mean of quality of financial transparency and 

information in the annual report is 56.91% and ranges from 6.12% to 91.84% with a 

standard deviation of 14.97%. Corporate governance quality is also depends on quality of 

board, management structure and process information and it is evident that the mean of 

board, management structure and process is 46.90% which indicates moderate quality of 

board information and minimum is 0% and maximum is 84.33%. External auditing 

information presents only 73.07% on average and ranges from 8.33% to 100%. Risk 

management information also determines the quality of corporate governance and it is 

evident that quality of risk management information is 42.55% on average which is very 

low in this competitive market and risk quality varies from 0% to 88.57%. Corporate 

governance quality includes tax information as a part of corporate governance element 

and the average mean of quality of tax is 52.96% and minimum is 6.67% and maximum 

is 86.67%. The average mean of corporate responsibility, compliance and stakeholder 

information is 57.60% and ranges from 0% to 100% with a standard deviation 24.24%. 

Table 2: Descriptive Summary Statistics of Overall Corporate Governance Quality 

No. Categories Denoted Obs. Mean Minimum Q1 Median Q3 Maximum SD 

1 Ownership 

Information 

(%) 

Q_OWN 234 66.43658 15.38 53.85 69.23 76.92 100 17.66011 

2 Shareholders  

Rights (%) 

Q_SR 234 78.53329 0 76.92 76.92 92.31 100 18.30107 

3 Financial 

Transparency 

and 

Information in 

the Annual 

Report (%) 

Q_FT 234 56.90765 6.12 44.9 57.14 67.35 91.84 14.96826 
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No. Categories Denoted Obs. Mean Minimum Q1 Median Q3 Maximum SD 

4 Board,  

Management 

Structure and 

Process (%) 

Q_BMP 234 46.89697 0 34.33 44.03 58.21 84.33 16.7977 

5 External 

Auditing 

Information 

(%) 

Q_AUDT 234 73.07752 8.33 66.67 75 75 100 12.29828 

6 Risk 

Management 

Information 

(%) 

Q_RISK 234 42.55197 0 25.71 42.86 57.14 88.57 18.2424 

7 Tax  

Information 

(%) 

Q_TAX 234 52.96278 6.67 46.67 53.33 66.67 86.67 14.86381 

8 Corporate 

Responsibility, 

Compliance 

and 

Stakeholder 

Information 

(%) 

Q_CR_C_S 234 57.6009 0 42.86 60.715 78.57 100 24.24288 

 Corporate 

Governance 

Quality (%) 

Q_T_CG 234 52.36603 6.67 41.05 50.705 63.16 82.81 14.30467 

Source: Author’s estimation 

It is known that banking sector is very organized, monitored and controlled by central 

bank and several laws and thus, it is expected that the quality of corporate governance 

will be high in overall as well as individual sub categories. But the descriptive statistics 

present a different scenario and it is evident that overall quality of corporate governance 

measured by the index is 52.37% only which indicates poor quality of corporate 

governance in the listed banks of Bangladesh. This result also implies that 47.63% 

attributes of corporate governance are not complying or following by the listed banks of 

Bangladesh. The empirical result also finds that quality is higher on an average in 

shareholder rights and external auditing information but quality is lower on an average in 

board, management structure and process, financial transparency, risk management and 

tax management information among the sub categories of governance quality. 

From the figure 1, it is also evident that all the subcategories of quality of corporate 

governance are increasing over the years and in recent year, banks are maintaining high 

quality of shareholder right and external auditing practices and low quality of tax and risk 
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management practices among the subcategories of corporate governance. The figure also 

presents that corporate governance quality increases rapidly in 2012. The reason is new 

amendment of corporate governance guidelines is introduced in 2012 and new corporate 

governance guidelines made a rapid change of compliance requirement in the segment of 

financial transparency and board, management structure and process. Thus, it is clear that 

mandatory corporate governance guideline imposed by the regulatory authority increased 

the quality of corporate governance.  

Figure 1: Behavior of Corporate Governance Quality from 2006 to 2013 

 

Source: Author’s estimation 

5.3 Descriptive Summary Statistics of Subcategories Corporate Governance Quality 

5.3.1 Quality of Ownership Information  

Table 4 presents the descriptive summary statistics of quality of ownership information. 

Total 13 attributes related to ownership by sponsors, directors, management and 

executive etc. are considered to assess the quality of ownership information.   

Table 3: Descriptive Statistics of Quality of Ownership Information 

Year Obs. Mean Minimum Q1 Median Q3 Maximum SD 

2006 26 59.17154 15.38 38.46 61.54 76.92 100 21.18066 

2007 28 63.46143 15.38 53.85 65.385 76.92 100 21.51644 

2008 30 67.43567 38.46 53.85 69.23 76.92 100 17.10351 

2009 30 67.17933 38.46 53.85 69.23 76.92 100 15.76866 

2010 30 67.17967 38.46 61.54 65.385 76.92 100 15.24214 

2011 30 66.92333 38.46 53.85 65.385 76.92 100 17.03939 

2012 30 69.74367 38.46 53.85 69.23 76.92 100 16.27736 

2013 30 69.231 30.77 53.85 69.23 76.92 100 16.77928 

Total 234 66.43658 15.38 53.85 69.23 76.92 100 17.66011 

Source: Author’s estimation 
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Quality of ownership information is 66.44% on average and highest average is 69.74% in 

2012 and lowest average is 59.17% in 2006. The minimum and maximum quality of 

ownership information is 15.38% and 100% respectively during the period of 2006 to 

2013. From this statistical analysis, it is evident that though banks are the most regulatory 

financial institution but they are not maintaining high quality of ownership information 

for the interest of the shareholders.  

5.3.2 Quality of Shareholder Rights Information  

Quality of shareholder rights information is presented in the Table 5. Total 13 items 

related to annual general meeting, agenda, notice, dividend and communication policy 

etc. are considered to assess the quality of shareholder rights information. 

Table 4: Descriptive statistics of Quality of Shareholders Rights Information 

Year Obs. Mean Minimum Q1 Median Q3 Maximum SD 

2006 26 60.65039 0 69.23 73.075 76.92 92.31 30.64064 

2007 28 67.85643 0 69.23 76.92 76.92 100 25.73115 

2008 30 75.12733 7.69 69.23 76.92 76.92 92.31 15.34334 

2009 30 79.74267 69.23 76.92 76.92 84.62 92.31 7.419692 

2010 30 82.051 69.23 76.92 76.92 92.31 100 8.651348 

2011 30 85.12767 76.92 76.92 80.77 92.31 100 9.24437 

2012 30 86.92233 76.92 76.92 92.31 92.31 100 9.929187 

2013 30 87.69233 76.92 76.92 92.31 92.31 100 9.390107 

Total 234 78.53329 0 76.92 76.92 92.31 100 18.30107 

Source: Author’s estimation 

The average mean of quality of shareholder rights information is 78.53% with a standard 

deviation of 18.30% and averages ranges from 60.65% in 2006 to 87.69% in 2013 as 

expected.  The minimum and maximum quality of shareholder rights is 0% and 100% 

respectively from 2006 to 2013. The quality of shareholder rights is moderate but the 

positive thing is quality is increasing over the year as expected.  

5.3.3 Quality of Financial Transparency and Information in the Annual Report  

Financial transparency is one of the important segments of corporate governance quality 

and Table 6 presents the quality of financial transparency and information in the annual 

report. In this study, total 49 elements including financial statement fairness, going 

concern, projected financial information, compensation of management, additional 
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statement of credit rating, value added, market value added etc. are considered as part of 

quality of financial transparency and information in the annual report.  

Table 5: Descriptive statistics of Quality of Financial Transparency and Information 

in the Annual Report 

Year Obs. Mean Minimum Q1 Median Q3 Maximum SD 

2006 26 39.717 6.12       34.69 40.82 44.9 59.18 10.83381 

2007 28 46.1375 8.16 42.86 46.94 51.02 65.31 10.44094 

2008 30 49.65967 32.65 42.86 48.98 59.18 69.39 9.425293 

2009 30 52.652 34.69 46.94 55.1 61.22 73.47 9.959907 

2010 30 57.34767 40.82 48.98 57.14 65.31 75.51 10.11727 

2011 30 60.137 38.78 51.02 61.225 67.35 77.55 10.6616 

2012 30 73.74233 53.06 65.31 74.49 81.63 91.84 10.25012 

2013 30 72.85733 53.06 65.31 73.47 79.59 87.76 8.424673 

Total 234 56.90765 6.12 44.9 57.14 67.35 91.84 14.96826 

Source: Author’s estimation 

Quality of financial transparency and information in the annual report is only 56.91% on 

average and ranges from lowest average 39.17% to highest average 73.74%. The 

minimum quality of financial transparency and information is 6.12% and maximum is 

91.84% during 2006 to 2013. Quality of financial transparency and information presents 

to what extent the firm is following the transparency and accountability in financial 

issues. It is also evident that quality of financial transparency increases drastically and 

reached to 73.74% in 2012 from 60.14% in 2011 which implies that quality of financial 

transparency and information increased by 22.61% in 2012. The reason is the regulatory 

authority introduced the new corporate governance guidelines in 2012 and new 

guidelines include many provisions related to financial transparency and information. 

Thus, firms are trying to increase their quality of financial transparency and information 

in the annual report due to mandatory requirement of the corporate governance guidelines 

but the overall quality of financial transparency is far below the from the expectation.  

5.3. 4 Quality of Board, Management Structure and Process 

Board, management structure and process are the major part of corporate governance 

quality and Table 7 presents the descriptive summary statistics of board, management 

structure and process information. A firm’s quality of corporate governance mainly 

depends on the quality of board, management structure and process. In this study, total 
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134 items including board, board and management structure, executive and audit 

committee, meeting of all committees etc. are considered to assess the quality of board, 

management structure and process. 

Table 6: Descriptive statistics Quality of Board, Management Structure and 

Process Information 

Year Obs. Mean Minimum Q1 Median Q3 Maximum SD 

2006 26 27.95577      0 24.63 27.61 32.84 45.52 8.29928 

2007 28 32.43571 0 28.36 33.955 36.565 51.49 9.013604 

2008 30 38.28433 23.88 32.84 38.81 43.28 55.22 7.663317 

2009 30 41.244 24.63 35.82 41.04 46.27 55.22 7.901429 

2010 30 44.25433 29.85 37.31 44.405 50.75 62.69 8.444833 

2011 30 46.717 33.58 41.04 46.27 52.99 62.69 7.485607 

2012 30 69.054 53.73 64.18 69.775 73.88 81.34 7.068554 

2013 30 71.741 58.21 66.42 72.39 77.61 84.33 6.822307 

Total 234 46.89697 0 34.33 44.03 58.21 84.33 16.7977 

Source: Author’s estimation 

Quality of board, management structure and process is 46.90% on average and minimum 

average is 27.96% and maximum average is 71.74% from 2006 to 2013.  The minimum 

percentage of quality of board, management structure and process is 0% in 2006 and 

2007 and maximum is 84.33% in 2013 as expected. Quality of board, management 

structure and process is increased to 69.05% in 2012 from 46.72% in 2011 and increased 

by 47.80% due to rapid inclusion of mandatory requirement of board, management 

structure and process information in the corporate governance guidelines 2012. Corporate 

governance guidelines 2012 include some new items related to board, management 

structure and process to improve the quality of governance. It is evident that mandatory 

requirement of the corporate governance guidelines develop the quality of board, 

management structure and process as well as overall quality of corporate governance in 

recent years but the overall average mean of board, management structure and process is 

very low from the expectation. 
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5.3.5 Quality of External Auditing Information 

Table 8 presents the quality of external auditing information. Quality of external auditing 

information includes total 12 items related to external auditor appointment, duration, 

audit services and fee etc. Quality of external auditing information presents to what 

extent external auditor perform their audit activities and report it in the annual report.  

Table 7:  Descriptive statistics of Quality of External Auditing Information 

Year Obs. Mean Minimum Q1 Median Q3 Maximum SD 

2006 26 65.70654     8.33       66.67 70.835 75 91.67 20.45703 

2007 28 67.26321 8.33 66.67 66.67 75 83.33 15.20272 

2008 30 71.94567 41.67 66.67 75 75 91.67 8.034811 

2009 30 71.39 41.67 66.67 75 75 91.67 8.385089 

2010 30 70.83533 41.67 66.67 66.67 75 91.67 8.684443 

2011 30 71.94567 41.67 66.67 75 75 91.67 8.327282 

2012 30 80.832 66.67 75 83.33 83.33 100 6.619286 

2013 30 83.33133 66.67 83.33 83.33 83.33 100 7.258105 

Total 234 73.07752 8.33 66.67 75 75 100 12.29828 

Source: Author’s estimation 

The average mean of quality of external auditing information is 73.08% and average 

quality is ranges from 65.71% to 83.33%. The lowest and highest quality of external 

auditing information is 8.33% and 100% respectively. Quality of external auditing 

information increased to 80.83% in 2012 from 71.94% in 2011 and this rapid change just 

because of new corporate governance guidelines 2012. Firms are maintaining high 

quality of external auditing information due to mandatory requirement of corporate 

governance guidelines. 

5.3. 6 Quality of Risk Management Information 

Risk is the integral part of business and business success depends on minimization of 

risk. Corporate governance quality also depends on quality of risk management 

information. Quality of risk management information provides not only past risk 

information but also deals with projected future risk information. Quality of risk 

management information includes total 35 items which considers risk management 

committee, meeting, various types of risk and future risk etc. 
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Table 8: Descriptive statistics of Quality of Risk Management Information 

Year Obs. Mean Minimum Q1 Median Q3 Maximum SD 

2006 26 20.98846 0 17.14 20 25.71 40 9.317126 

2007 28 25.00036 2.86 20 22.86 30 40 8.505048 

2008 30 29.42833 17.14 22.86 25.71 37.14 54.29 9.524937 

2009 30 38.00033 22.86 25.71 35.715 48.57 71.43 12.78143 

2010 30 48.191 25.71 42.86 48.57 57.14 68.57 11.44704 

2011 30 53.14267 31.43 45.71 54.29 60 77.14 11.49218 

2012 30 56.95233 34.29 48.57 57.14 62.86 82.86 10.97545 

2013 30 64.667 42.86 60 62.86 71.43 88.57 10.51732 

Total 234 42.55197 0 25.71 42.86 57.14 88.57 18.2424 

Source: Author’s estimation 

Quality of risk management information is 42.55% on average which is very low 

nowadays in the competitive market and minimum and maximum average are 20.99% 

and 64.67%. The lowest and highest quality of risk management information is 0% and 

88.57% respectively. Quality of risk management information is 56.95% in 2012 and 

increased to 64.67% in 2013 which is highest in any period.  The reason is Bangladesh 

Bank, the central bank, instruct to all listed banks to formulate a separate risk 

management committee to control and minimize the all kinds of existing and potential 

risk. Most of the banks are not maintaining separate risk management committee and 

even some banks have the separate risk management committee but they didn’t conduct 

any risk management meeting till now. Most of the banks are also not aware about 

existing and potential risk and thus, quality of risk management is not satisfactory 

enough.  

5.3.7 Quality of Tax Management Information 

Corporate governance quality is also be assessed by firm’s tax management information.  

Empirical studies conducted research on tax separately not as part of corporate 

governance. Shareholders, regulatory bodies, tax authority and other stakeholders are 

interested to know about tax management information, tax compliance, tax computation 

etc. Thus, tax management should also be considered as an integral part of corporate 

governance and Table 10 presents the quality of tax management information. Bala and 

Moniruzzaman (2011) study also recommended including tax information as part of 

corporate governance. In this study, quality of tax management information includes total 

15 items considering tax rate, separate tax compliance statement, computation of current 

and deferred tax etc.  
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Table 9: Descriptive statistics of Quality of Tax Management Information 

Year Obs. Mean Minimum Q1 Median Q3 Maximum SD 

2006 26 42.30808      6.67       33.33 43.335 53.33 66.67 15.7701 

2007 28 48.57107 6.67 40 53.33 60 73.33 16.41555 

2008 30 49.55467 13.33 40 53.33 53.33 73.33 12.46403 

2009 30 52 6.67 46.67 53.33 60 73.33 14.68938 

2010 30 54.66733 26.67 46.67 53.33 66.67 80 14.47878 

2011 30 57.333 26.67 46.67 60 66.67 80 13.62817 

2012 30 57.55467 26.67 53.33 56.665 66.67 80 12.43957 

2013 30 60 26.67 53.33 60 66.67 86.67 12.62479 

Total 234 52.96278 6.67 46.67 53.33 66.67 86.67 14.86381 

Source: Author’s estimation 

The average mean of quality of tax management information is 52.96% and average 

ranges from 42.31% to 60% during 2006 to 2013. The minimum quality of risk 

management information is 6.67% and maximum is 86.67%. Most of the firms report the 

tax management information following income tax law, income tax ordinance but there is 

no information or instruction in the corporate governance guidelines 2006 and 2012.  Due 

to absence of guidelines in the corporate governance 2006 and 2012, most of the firms 

become reluctant to report the tax management information in detail with computation. 

Thus, it is evident that quality of tax information is very low but it can be improved by 

including tax compliance requirement as part of corporate governance guidelines.  

5.3.8 Quality of Corporate Responsibility, Compliance and Stakeholder Information 

Corporate responsibility, compliance and stakeholder information is considered as part of 

corporate governance quality and Table 11 presents the quality of corporate 

responsibility, compliance and stakeholder information. Total 14 items related to 

corporate social responsibility, environmental information, vision, mission, information, 

code of conduct, ethics etc. are included to assess the quality of corporate responsibility, 

compliance and stakeholder information. 
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Table 10: Descriptive statistics of Quality of Corporate Responsibility, Compliance 

and Stakeholder Information 

Year Obs. Mean Minimum Q1 Median Q3 Maximum SD 

2006 26 30.22077 0 14.29 28.57 42.86 64.29 18.7693 

2007 28 38.77536 0 28.57 35.71 50 71.43 17.86345 

2008 30 45.00033 7.14 35.71 42.86 57.14 78.57 17.10585 

2009 30 52.381 14.29 35.71 50 71.43 85.71 20.05735 

2010 30 60.23867 28.57 50 64.29 71.43 92.86 18.44433 

2011 30 73.09533 42.86 64.29 78.57 85.71 100 16.31747 

2012 30 76.19067 50 64.29 78.57 85.71 100 15.61858 

2013 30 79.99933 50 64.29 85.71 92.86 100 15.39921 

Total 234 57.6009 0 42.86 60.715 78.57 100 24.24288 

Source: Author’s estimation 

Quality of corporate responsibility, compliance and stakeholder Information is 57.60% in 

total and minimum average is 30.22% in 2006 and maximum average is 79.99% in 2013. 

The lowest and highest percentage of quality of   corporate responsibility, compliance 

and stakeholder information is 0% and 100% from 2006 to 2013. It is evident that quality 

of corporate responsibility, compliance and stakeholder information are increasing over 

the year and most of the banks are conscious not only about corporate social 

responsibility information but also about environment and sustainability information. 

Though, there is no information in the corporate governance guidelines 2006 and 2012 

but as part of the society, banks also maintaining their corporate responsibility to a 

greater extent than before voluntarily.  

5.4 Item wise Analysis of Corporate Governance Quality 

Corporate governance quality is critically evaluated using item wise analysis which gives 

the in-depth analysis of each segment of corporate governance quality. Moreover, this 

analysis helps to identify high and low quality of corporate governance attributes and the 

regulatory authority and banks will be beneficial for giving more emphasize on those 

items. This study finds that quality of corporate governance is low not only in voluntary 

attributes but also in mandatory attributes. Most of the banks are performing very low 

quality in voluntary attributes. For example- such as age, joining date, educational 

qualification, experience and expertise of directors, CEO, CFO, head of internal audit, 

company secretary; duties of board of directors, independent directors, executive 
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committee, and management; attendance of executive committee meeting, audit 

committee meeting; having at least 75% attendance of board members or independent 

directors in board meeting, executive committee meeting and audit committee meeting 

etc. Most of the banks are also violating some mandatory attributes of corporate 

governance. For example, corporate governance guidelines 2006 and 2012 require that all 

banks must have independent director and number of independent director should be one 

tenth or minimum one and one fifth respectively. But independent directors are not 

available in almost forty percent of the bank and forty five percent banks are not 

maintaining the minimum number of independent directors. In addition, all the banks 

directors should hold minimum 2% qualification shares and sponsor and directors should 

jointly hold minimum 30% shares but it is evident that 82% banks directors are not 

holding minimum qualification shares and 27% banks sponsor and directors are not 

following the mandatory requirement. 

6. Summary and Conclusion 

The demand of corporate governance is increasing due to various scandals around the 

world.  Corporate governance monitors the management activities effectively and ensures 

the transparency and accountability of the firm to the stakeholders. Corporate governance 

quality helps to assess whether the firm is better or worst governed. Most of the 

researchers developed a self structured corporate governance index and few researchers 

used the governance rating provided by the rating agencies to measure the governance 

quality. Corporate governance quality considers governance guidelines, rules and 

regulations and disclosure practices but there is no uniform policy to measure the 

corporate governance quality all over the world. 

The research question deals with the assessment of corporate governance quality in the 

listed banks of Bangladesh.  A self structured corporate governance index is developed 

considering total 285 attributes and divided into eight sub categories such as ownership 

information, shareholder rights, financial transparency and information in the annual 

report, board, management structure and process, external auditing information, risk 

management information, tax management information and corporate responsibility, 

compliance and stakeholder information. 

Banking sectors is highly developed, organized and governed by various laws all over the 

world and thus expect a high quality of corporate governance but the empirical result 

finds that the average mean of corporate governance quality measured by the index is 

only 52.37% which indicates low quality of governance and ranges from on average 

34.49% in 2006 to 71.95% in 2013 as expected. The banks whose governance structure 

and monitoring system is best have a governance index 82.81% in 2013 and the banks 

whose governance structure and monitoring system is worst have a governance index 

6.67% in 2006 and 2007. But the overall quality of corporate governance is increasing 
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over the year and the rapid changes started from 2012 due to adoption of new corporate 

governance guidelines 2012. The empirical result also finds that quality is higher in 

shareholder rights (78.53%) and external auditing information (73.08%) but quality is 

lower in risk management information (42.55%), board, management structure and 

process (46.90%), and tax management information (52.96%) and financial transparency 

and information in the annual report (56.91%) among the sub categories of governance 

quality. The empirical analysis also presents that overall corporate governance quality is 

drastically increased in 2012 because of significant improvement in board, management 

structure and process and financial transparency and information in the annual report. 

Newly corporate governance guidelines 2012 include some new issues (such as criteria 

and qualification of independent director; some additional statements in the directors 

report; mandatory requirement of separation of chairman and CEO; constitution of audit 

committee, chairman of audit committee; role of audit committee; duties of CEO and 

CFO on financial statements; and collection of compliance certificate from professional 

accountant or secretary) which have ultimate effect on quality of board, management 

structure and process and financial transparency and information in the annual report. 

Thus, it is evident that quality of corporate governance increases rapidly due to inclusion 

of new requirements as mandatory items in the corporate governance guidelines. This 

study also finds that governance quality is very low in voluntary attributes and even some 

mandatory attributes are violated by the most of the banks. 

The findings of the study should be interest to banks, shareholders, regulators, 

practitioners, and academics who are interested in corporate governance quality and this 

study provides some suggestions based on empirical results to improve the governance 

literature in the listed banks of Bangladesh.  First, stakeholders may have more demand 

of voluntary governance information but it is evident that most of the banks show a poor 

quality of corporate governance in voluntary attributes.  The regulatory authority and 

banks should more focus on voluntary attributes of corporate governance and can  impose 

as mandatory requirement, if necessary, in the corporate governance guidelines.  Second, 

it is common that firms follow the mandatory attributes of corporate governance. But it is 

evident that listed banks are violating even some mandatory attributes of corporate 

governance. Thus, banks and regulatory authority should be more cautious and follow the 

mandatory attributes and the regulatory authority may impose high penalty in violation of 

mandatory attributes. Finally, the empirical evidence finds that corporate governance 

quality is low in terms of board, management structure and process, financial 

transparency, risk management and tax management information. Thus, the banks and 

regulatory authority should more emphasize on overall as well as individual attributes of 

subcategories of corporate governance and impose as mandatory requirement, if 

necessary, in the corporate governance guidelines.   
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Notes 

1. The checklist of overall quality of corporate governance index and item wise analysis of 

quality of corporate governance are not reported due to limited space. Please contact the 

corresponding author for governance index and item wise analysis of corporate governance 

quality.  
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Appendix 

Table 1: Listed Banks of Dhaka Stock Exchange Limited 

No. Name of the Bank 

1 ARAB BANGLADESH BANK 

2 AL-ARAFAH ISLAMI BANK  

3 BANK ASIA 

4 BRAC BANK 

5 CITY BANK 

6 DHAKA BANK  

7 DUTCH-BANGLA BANK 

8 EASTERN BANK 

9 EXIM BANK 

10 FIRST SECURITY ISLAMI BANK 

11 ICB ISLAMIC BANK  

12 IFIC BANK 

13 ISLAMI BANK BANGLADESH 

14 JAMUNA BANK 

15 MERCANTILE BANK  

16 MUTUAL TRUST BANK  

17 NATIONAL BANK  

18 NCC  BANK  

19 ONE BANK  

20 PREMIER BANK 

21 PRIME BANK 

22 PUBALI BANK 

23 RUPALI BANK 

24 SHAHJALAL ISLAMI BANK 

25 SOCIAL ISLAMI BANK  

26 SOUTHEAST BANK  

27 STANDARD BANK  

28 TRUST BANK 

29 UNITED COMMERCIAL BANK 

30 UTTARA BANK  

Source: Author’s compilation 
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