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Message from the Chief Patron 

I am delighted to learn that the 1st Issue, 4th Volume of BUP Journal, the research anthology of 
Bangladesh University of Professionals (BUP), is going to be published soon. We are very happy 
to avail the opportunity to contribute to the advancement of research based knowledge through 
this publication. BUP Journal intends to publish the interdisciplinary high-quality research 
papers with originality of thoughts. I believe this journal will thrive to become an invaluable 
source for the researchers, academics and students who want to further their research profile and 
contribute to the arena of knowledge based wisdom.  

BUP started its journey as a regulatory body in 2008 with manpower of 330 to supervise the 
higher education of Armed Forces.  In the recent years, BUP has grown to be a regular public 
university with the inspiration of the Chancellor – the highly esteemed guardian of our university 
– the honorable President Md Abdul Hamid. Keeping the systematic academic and 
infrastructural future development in perspective, BUP has outlined a visionary plan; named, 
Rupokolpo-2030 (Perspective Plan-2030) which would be implemented in phases. In the light of 
Rupokolpo-2030, the academic and infrastructural spectrum of the university is in a rapid 
expansion. In view of Rupokolpo-2030, the authorised manpower of the university has been 
raised to 2362 and a huge infrastructural development work is underway to include new 
academic blocks, student halls, family accommodation, IT laboratories and so on. 

Presently BUP offers a wide range of multi-disciplinary academic programmes at under 
graduate, postgraduate and doctoral levels. It is a fast-growing, career focused modern public 
university with strong commitment to prepare future leaders, professionals and entrepreneurs 
with commendable acumen. Ever since its inception, a strong commitment to excellence in 
teaching and research has made this university a trend-setter among the universities of 
Bangladesh. BUP has a very rich trend of organising co-curricular and extracurricular activities. 
The university also observes all national and nationally important days with the programmes 
befitting to sanctity of the occasions.  

I would like to thank the authors who have submitted their articles for BUP Journal. I would also 
express my sincere appreciation to the members of the Editorial Board and the reviewers for 
their commendable contribution.  

May the articles of this issue arouse our readers' interest and boost their inspiration to undertake 
new research ventures. 

 

Major General Sheikh Mamun Khaled, SUP, psc, PhD 
Vice Chancellor  
Bangladesh University of Professionals 



Editor’s Note 
 

I am pleased to get myself involved with the publication of 1st Issue, 4th Volume of BUP 
Journal. The Journal contains scholarly articles, each of which goes through double-blind peer 
review process to ensure research rigor and high quality. Papers containing originality of 
thoughts with valuable arguments and findings are highly appreciated by the Editorial Board. 

We have received quite a good number of articles covering interesting and thought provoking 
subject matters. Keeping in view the Editorial Policy and Guidelines for Submission of Articles, 
the initial scrutiny and sifting of papers were carried out by the Editorial Board. Thereafter, the 
articles were sent to the renowned reviewers, having expertise on the related fields. 
Subsequently, after a rigorous selection process, this issue finally came out with seven 
multidimensional research-oriented scholarly articles. 

It is noteworthy to express special appreciation for the contributions of all our esteemed 
reviewers towards enhancing the quality of the journal. I would like to convey my special 
thanks to the learned members of Editorial Board who have made commendable contributions 
to standardise the articles to enrich the journal. 

I am immensely indebted to the Chief Patron and respected Vice Chancellor of BUP, Major 
General Sheikh Mamun Khaled, SUP, psc, PhD for his passionate advices and visionary guidance 
all along the process. 

The opinions expressed in the articles of this publication are those of the individual authors and 
do not necessarily reflect the policy and views, official or otherwise, of the BUP. We are 
expecting high quality empirical research articles from the academicians, scholars and 
researchers of all fields for future publications.  

We shall welcome any kind of comments or suggestions which may contribute to improve the 
standard of BUP Journal. 

 

Brigadier General A K M Iqbal 
Inspector of Colleges 
Bangladesh University of Professionals 
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Strategic Management for Post-Bureaucratic Organizations: A Critical Analysis 

Professor Dr. Nazmul Ahsan Kalimullah1 

Dr. Kabir M. Ashraf Alam, ndc2 
M. M. Ashaduzzaman Nour3 

  
Abstract 

Strategic management is both an art and a science of formulating, implementing and evaluating 
cross-functional strategic decisions that enable an organization to achieve its long term objectives. 
Incorporating strategic management in post-bureaucratic organizations confirms greater 
integration among public planning, management control and organizational structure. It also 
ensures greater integration between the public communication and information systems. It links the 
whole process related to organization’s activities for motivational and rewarding systems. It pays 
attention to the subordinates’ decisions and preferences, thereby keeps alive the spirit of innovation 
and entrepreneurship. Post-bureaucratic strategic planning emphasizes on acting strategically by 
taking initiatives, reflecting an understanding and appreciating flexibility for an open system and 
effective use of social capital. 
 

Keywords: Post-bureaucracy, Strategy, Strategic Management, Strategic Planning 

1. Introduction 

Strategic management was first adopted by the public sector organizations of the governments 

of western countries. It calls for all organizational members to ensure that all of their efforts 

contribute directly to the achievement of a set of objectives-- hence the attainment of desired 

results. It aims at the improvement of management effectiveness and accountability. It focuses on 

explaining what strategic objectives are expected to be achieved. It emphasizes on continuously 

monitoring progress against the strategic objectives and integrating lessons which are learned at the 

time of making management decisions and reporting on strategic achievement. Its primary purpose 

is to improve efficiency, effectiveness through organizational learning and fulfilling organizational 

obligations. It yields favorable strategies like, among others, total quality assurance in service and 

product delivery, goal alignment, direct sharing since the individual goals are closely related or 

linked to wider organizational objectives. Hence aligning performance mesurements are related to 

the organization’s goals, ongoing feedback, coaching, developmental support and recognition 

(Siebers, 2009). In the analysis of the contemporary literature on bureaucracy and various forms of 

post-bureaucratic organizations, it was argued that the conventional view of bureaucracy has 

gradually lost its traditional status. It is incompatible with more recent and fluid images of society, 

                                                        
1 Pro Vice Chancellor, Bangladesh University of Professionals and Chairman, JANIPOP- Jatiya Nirbachon 
     Parjabekkhon Parishad (National Election Observation Council). Email: janipop1995@gmail.com 
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market and the world of business. This is not only a matter of reform or a minor change in 

management style, but also a change in the values of bureaucracy in society and the relationship 

among various organs of government. Competition, entrepreneurial approach, digitalization, 

networking, focusing on leadership etc. are the core features of post-bureaucratic organizations. 

Additionally, these organizations are customer-driven, quality-concerned, result-oriented and 

performance-based. Strategic management puts emphasis on working with the results chain because 

by making the cause-effect relationship explicit, it provides a better understanding of the logic of 

change and invites for discussion among stakeholders. Moreover, the result chain indicates the 

concrete things that should be implemented in order to achieve strategic objectives. The result chain 

is a major component of the strategic planning and management. Inputs and activities are also part 

of this framework and are linked to the strategies. The executing agency brings together the inputs 

such as people or human resources, materials, funds, technologies and methodologies as well as 

organizational structure through appropriate management in order to implement strategies, which in 

turn will generate the results. 

2. Objectives and Methodology 

This paper is an analytical research essay and written on the basis of secondary materials i.e. 

related journals, books and reports. Most of the data is qualitative in nature and the descriptive 

method has been applied in case of in depth analysis of the principles and mechanisms of strategic 

management. The aim of this paper is to review the principles, conceptual basis and effectiveness of 

the application of strategic management, focusing on post-bureaucratic organizations. In this 

regard, an overview of strategic management, principles of post-bureaucracy, critical factors of 

incorporating strategic management in post-bureaucratic organizations and stages of implementing 

strategic management process in post-bureaucratic organizations etc. have been analyzed briefly. 

3. Description of Important Concepts 

The concepts termed Post-bureaucracy, post-bureaucratic culture, strategic management, stages 

of strategic management etc. provided the theoretical basis to incorporate strategic management in 

post-bureaucratic organization. 

3.1 Post-Bureaucracy and Post-Bureaucratic Organizations 

Post-bureaucracy refers to informal inter-personal relationships by reducing chain of command 

and formal relationships. It pays attention to the subordinates’ decisions and preferences thereby 

keeps the spirit of innovation and entrepreneurship alive. Basic principles of post-bureaucracy are- 

(a) acting strategically by taking initiative, (b) reflecting an understanding which is trying to 

remove the distance between itself and the environment and (c) appreciating flexibility, open 

systems and more effective use of social capital. Dynamic use of information and enhancing 

information-based power relationships are basic factors of post-bureaucracy. Post-bureaucracy 
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emphasizes a management style moving from bottom to top. It provides trust by minimizing official 

communication methods (McSweeney, 2006). It prevents those managers from gaining power and 

advantage by providing and spreading of the information. The work is done on the basis of 

information and experience rather than orders of those hierarchically above. Post-bureaucratic 

organizations have a common understanding to give importance to subordinates’ decisions, choices 

and free thoughts by sustaining the soul of reformism and entrepreneurship. Post-bureaucratic 

managers should depend on flexible and general rules in order to use more initiatives and adapt 

better to the changing environmental conditions in organizations. In post-bureaucratic 

organizations, every member takes a responsibility for the success of the whole organization. 

People may break hierarchical structure for the solution of a problem or with the aim of making an 

improvement in a field. Personnel evaluation turns into objective performance standards on which 

the whole staff agrees and they contribute to its preparation process in post-bureaucratic culture. 

One of the most basic features of post-bureaucratic culture is independence of various parts of the 

job instead of over-dependence of one on another  and the organization of the job flow with a 

method of deductions and desistance. Compliant with successful results of post-bureaucratic 

organizations, the public sector seems to have been affected by the same change as that of the 

private sector. 

3.2 Strategic Management 

Strategic management is both an art and a science of formulating, implementing, and evaluating 

cross-functional decisions that enable an organization to achieve its long term objectives. It focuses 

on integrating management, networking, accounting, operations, research and development, and 

information systems to achieve organizational success. Simply speaking, it is a way of running the 

organization according to its ultimate objective of developing values, managerial capabilities, 

organizational responsibilities, and administrative systems. It also links strategic and operational 

decision making at all hierarchical levels and across all businesses and functional lines of authority. 

It links the whole organizational process with motivational and reward systems. It can provide an 

organization with an information base to make decisions that would not necessarily rise from 

normal operations. It can also help an organization to step back from the normal management 

process or the day-to-day tasks and ask fundamental questions about the existence and future of the 

organization. In practice, planning should not be regarded as a separate activity, relying on a 

separate planning department, but as a responsibility of management and not to be isolated from the 

organization (Collins and Rukstad, 2008). Strategic management pays special attention to 

organizational culture. Although strategic planning is an important part of strategic management, 

more attention is paid on implementation because of the human and financial factors present in the 

organizational culture that affects its management. 

3.3 Three Stages of Strategic Management 
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There are three core stages of strategic management- (1) strategic planning, (2) strategic 

implementation, and (3) strategic evaluation. Strategic planning refers to- (1) developing a vision 

and mission, (2) identifying an organization’s external opportunities and threats, (3) determining 

internal strengths and weaknesses, (4) establishing long-term objectives, generating alternative 

strategies, and (5) choosing particular strategies to pursue. It includes deciding which new 

businesses or functions will be taken, which businesses or functions will be abandoned, how to 

allocate resources, whether to expand or diversify operations, whether to enter new or international 

markets, whether to merge or form a joint venture/partnership and how to avoid a hostile takeover 

etc. Because of the limited availability of resources, strategists must decide which alternative 

strategies will benefit the organization most. Strategy implementation refers to establishing annual 

objectives, devising policies, motivating employees, and allocating resources for executing 

formulated strategies of any organization. Strategies formulated but not implemented serve no 

useful purpose. Strategy implementation is often called the ‘action stage’ of strategic management. 

It also mobilizes employees and managers into putting formulated strategies into action. This stage 

requires discipline, commitment, and sacrifice (Cailluet and Whittington, 2008). It is always 

considered as the most difficult stage in strategic management. Strategic evaluation is the final 

stage in strategic management. Managers and respective officials must need to know when 

particular strategies are not working well. Three fundamental strategy-evaluation activities are- (1) 

reviewing external and internal factors that are the bases for current strategies, (2) measuring 

performance and current implementation status of any strategy, and (3) taking corrective actions. 

Strategic evaluation is necessary to make the present success sustainable. 

3.4 Strategy for Post-Bureaucratic Organizations 

Post-bureaucratic organizations generally have long-term existence and face problems in 

deciding focus. They are definitely benefited from a strategic approach, although some 

modifications of the private sector perspective may be necessary. There were always some kinds of 

five year planning in the public sector. The methods used to have somewhat closely followed the 

five stages of planning set out earlier for the private sector. Budgeting and financial control started 

very early in the public sector. This planning stage could be argued to be the quintessence of 

organizations in the traditional model of administration, where the main planning aim is simply to 

spend the budget allocation. Long-range planning was also used in the same way as in the private 

sector and with the same problem of forecasting. However, strategic planning and strategic 

management are concepts for private sector and it cannot be taken for granted that the ideas will 

work in the public sector. There is comprehensive and broad political-administrative accountability. 

There is also a rigid hierarchy of rulings in public sector. In general, post-bureaucratic 

organizations pay much attention on politics and balance conflicting interests. However, private 

sector organizations put emphasis on profit and efficiency. The core elements of private sector 

management are result and performance. Inputs, procedural rules, bureaucracy and professionalism 
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are the core elements of public governance. Strategy of post-bureaucratic organizations focuses on 

stability and continuity rather than growth and expansion. There are more problems and constraints 

compared to the private sector (Grey, 2007). These problems range from constitutional 

arrangements to legislative and judicial mandates, government-wide rules and regulations, 

jurisdictional boundaries, scarce resources, political climate factors, client and constituent interests. 

 

4. Concerns of Incorporating Strategic Management to Post-Bureaucratic Organizations 

Result orientation especially developing the competence and responsibility of public personnel 

to achieve organizational goals and reciprocal networking within public agencies and administrative 

factors such as accountability, office politics, agency politics etc. are the core concerns of 

incorporating strategic management to post-bureaucratic organizations. Such organizations always 

focus on achievement and fulfillment of organizational objectives. As per organizational needs and 

requirements, post-bureaucratic organizations set their strategies for different functions. It paves the 

way to incorporate strategic management in all the spheres of post-bureaucratic organizations. 

4.1 Administrative Factors 

Incorporating strategic management in post-bureaucratic model includes separation and 

fragmentation, competitive markets for public services and preference for private sector provision 

governed by contracts. Strategic management seeks better mechanisms for accountability as 

opposed to a bureaucracy where individuals are not accountable as theorized by the public choice 

theorists. These views found a governmental response. Markets do not work better than 

bureaucracy under all circumstances. It could be argued that the assumption of individual 

rationality is too sweeping and ignores any selfless or public-spirited behavior by public servants. 

The most important administrative factor is the implicit questioning of the motives of public 

servants in some situations. Office politics, agency politics and the ever-present drive for promotion 

are also administrative factors. These can be explained by regarding public servants as selfless and 

only be motivated by the public interest. The strategic management has also been applied to the 

public sector, especially concerning its accountability. This approach was developed for the private 

sector to explain the divergence often found between the goals of managers and shareholders. It 

provides a means of conceptualizing both human behavior in the formal relationship and the 

development of organizational forms. The most critical administrative factor is to choose an agent 

and construct incentive structures that will align goals with an environment of uncertainty, 

information asymmetry, and high cost monitoring (Hansen, 2009). Several Public Administration 

precepts such as lifetime employment, promotion by seniority, the terms and conditions of public 

employment, traditional accountability, the theory of bureaucracy etc. are also critical 

administrative factors regarding the incorporation of strategic management in  post-bureaucratic 

organizations. 
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4.2 Result-orientation 

The core purpose of promoting strategic management in post-bureaucratic organizations is not 

only to manage public resources efficiently but also to innovate and achieve higher public 

performance goals. Strategic management is focused on developing the competence and 

responsibility of public personnel to achieve goals of team. It is the process of engaging public 

officials to meet the organization’s requirements in order to increase efficiency and effectiveness. 

Strategic management for post-bureaucratic organizations has the following three broad 

measurement items- (1) the degree to which performance measurement complies with government 

action, (2) the degree to which activities must be linked to the mission and vision of government, 

and (3) the degree of achievement of overall performance management by public agencies by 

considering the methods, structures, goals and strategies (Porter, 2008). Post-bureaucratic strategic 

management framework must be created from public development strategies, goals and values. 

Coordination functions of public performance, satisfaction of internal and external stakeholders, 

focus on group and team activities, emphasis on cross-section and cross-function appraisal, activity 

monitoring and development, evolution of performance measurement are the core elements of post-

bureaucratic strategic management. 

4.3 Networking 

Networking in post-bureaucratic organizations is a symbolic relationship characterized by both 

formal and informal social systems rather than by bureaucratic structures. Complementary, 

harmonizing and balancing strengths are the core organizational basis of networking. There is an 

independent relationship among the actors and the goals of organization are reciprocal aimed at 

mutual gains to achieve the strategic objectives. Strategic management is enhancing public sector 

networking. It means that organizations are relationships and modes of an organization are 

competition and cooperation in public strategic management. There are both horizontal and vertical 

controlling and coordination system. On the other hand, there is medium flexibility. Here, trust and 

reputation are the core elements of conflict resolution. All kinds of project teams, task forces and 

other groupings with temporary coordination are organized as networks and acquire the shape of a 

particular network configuration. Both formal and informal consultations between government 

departments are often required to realize particular tasks public sector strategic management. To 

implement public strategic management, civil servants have to be directed by a more permanent 

leadership (Van Dijk, 2006). However, this organization has more degrees of freedom and acquires 

the form of a strategic configuration. At a lower level of collaboration the separate activities of 

various departments of the government can be coordinated by simply tuning these activities. The 

communication needed for this gearing of activities can be practiced in more or less formal 

coordination networks. In case of cooperation of several departments of the government, often 
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special administrative and technical bodies are required to execute complex innovative tasks of 

public sector strategic management. 

5. Formula of Post-Bureaucratic Strategic Management 

The need for the government to integrate all government efforts and resources towards the 

efficient and effective strategic achievement of focusing results has led to the adoption of strategic 

management in public sector organizations. For the successful implementation of post-bureaucratic 

strategic management, fundamental changes in the organizational culture are required. Failure to 

change the organizational culture may lead to resistance. It is a challenge to the successful 

implementation of post-bureaucratic strategic management. However, it is also important to take 

note that achieving strategic objectives is a continuous process and  it calls for enough time since it 

cannot be implemented overnight. It is necessary to develop a supportive mechanism so that post-

bureaucratic strategic management can be successfully implemented. 

5.1 Strategic Planning for Post-Bureaucratic Organizations 

To review employees’ performance, expectations is important at the beginning stage of the 

strategic management procedure. These include both the behaviors of the employees that are 

expected to be exhibited and the strategic objectives that are expected to be achieved during the 

upcoming rating cycle. Behavioral expectations should be tied to the organization’s strategic 

objectives. Strategic management systems drive employees to engage in behaviors and achieve 

results that facilitate meeting organizational objectives. If effective teaming with strategic partners 

has a key organizational value, the strategic management system should hold employees 

accountable for effective collaboration. During the strategic planning process, post-bureaucratic 

managers should review and discuss these strategic objectives with employees. It is important for 

them to make sure that employees understand how the strategic objectives relate to their specific 

jobs (Pollitt, 2009). The employee’s development needs should also be taken into account in the 

goal setting process. The results or goals to be achieved by employees should be tied to the 

organization’s strategy and goals. Development of strategic objectives can be targeted either to 

improve current job performance or prepare for career advancement. 

5.2 Ongoing Feedback during Strategic Planning 

During the strategic planning process, behavioral expectations should have been set. In addition 

to providing regular feedback, periodic feedback about day-to-day accomplishments and 

contributions are also quite valuable. Unfortunately, this does not happen to the extent in most post-

bureaucratic organizations that should have been in such organizations. Most of the employees have 

to be skilled enough in providing effective feedback. In fact, they have to provide feedback 

frequently as they are able to identify the ways of providing that in a productive and strategically 

appropriate manner. For the feedback process to work well, experienced practitioners realized that 
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it must be a two-way communication process (Moldoveanu, 2009). It is also a joint responsibility of 

post-bureaucratic managers and employees, not just the managers. This requires training both post-

bureaucratic managers and employees about their roles and responsibilities in the feedback process. 

Post-bureaucratic managers’ responsibilities include providing feedback in a constructive, candid 

and timely manner. Employees’ responsibilities include seeking feedback to ensure that they 

understand how they are performing and reacting well to the feedback they receive. Having 

effective ongoing feedback between post-bureaucratic managers and employees is probably the 

single most important determinant of whether or not a management system will achieve its 

maximum benefits from a training and development perspective. 

5.3 Emphasis on Strategic Input 

Strategic input takes the form of asking employees and stakeholders to provide self-ratings on 

strategies, which are then compared with the manager’s ratings. An alternative way of collecting 

strategic input is to ask employees and stakeholders to prepare statements of their key results or 

most meritorious accomplishments at the end of the rating period. Emphasis on strategic input has a 

number of positive results (Natarajan, Nerur and Rasheed, 2008). First, it involves employees and 

stakeholders in the process and enhances ownership and acceptance. Second, it reminds post-

bureaucratic managers about the strategic direction they have delivered and how strategic 

objectives were achieved. Third, employee-generated strategic targets can be included in the formal 

process with decreasing managers’ writing requirements. Fourth, strategic input increases 

communication and understanding at all levels. Finally, employee participations can be retained and 

used as input for taking strategic decisions. 

5.4 Review of Strategies 

Assuming that strategic feedback has been provided on an ongoing basis, the formal review 

session should simply be a recap of what has occurred throughout the rating period. The review 

session is also a good time to plan developmental activities. Practitioners have found that 

competency models and performance standards help managers and employees identify and address 

development needs. If all current strategic standards are met, employees and managers can look to 

the next level of performance standards to identify requirements and developmental areas to pursue 

in preparation for advancement. In some organizations, strategic decisions and other administrative 

actions are also discussed during the review session. In other organizations, separate meetings are 

held to discuss administrative actions (Parker and Bradley, 2004). The rationale for not discussing 

strategic position or other outcomes during this session is to enable a more open discussion about 

post-bureaucratic developmental needs. 

5.5 Post-Bureaucratic Strategic Implementation 
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Starting at the top as well as getting the commitment of upper management is a prerequisite for 

successful strategy implementation. Some post-bureaucratic organizations already have a strong 

participatory culture. In others, it may be necessary to educate the executive team about the critical 

role that post-bureaucratic strategic management can play. The executive team has a vital role in 

ensuring an organization’s optimum effectiveness and it convinces them about the seriousness of 

their role in leading the effort. Establishing strong post-bureaucratic strategic system with the 

executive or higher level management teams can be a useful strategy for gaining the support of 

these critical individuals. The system is a management philosophy. It contains a set of principles to 

guide the continuous improvement of an organization. Scholars argue that it provides better tools 

and techniques for both private and public management. The implementation of post-bureaucratic 

strategic management principles in public sector organizations is correlated to the application of 

New Public Management (NPM). Using the principles, it offers better public service delivery and 

improvement of governmental performance level (Kalimullah, Alam and Nour, 2014). It puts 

emphasis on performance management and human resource management. Managerial skill, 

competence and leadership skill etc. are the main focus. However, there are some considerable 

factors to apply in public sector. Personnel and performance management style, strategic goals and 

objectives, organizational policies, productivity, efficiency and effectiveness of employees, 

organizational structure, hierarchy, span of control, etc. are considered as visible factors. On the 

other hand, organizational culture, norms and ethics, employees’ perception, flexibility, level of 

trust, democracy and unity, risk taking behavior, superior and subordinate relationship, informal 

and group relationship, etc. are considered as invisible factors. 

5.6 Evaluating Strategies 

Evaluation is a process by which an organization monitors and reviews its progress with the 

involvement of key stakeholders. It may result in goals, objectives and reports on the results of the 

ongoing feedback process. If post-bureaucratic strategic management system links evaluation, the 

system should monitor the internal consistency of the evaluations. Agencies who receive good 

evaluations should be receiving higher levels of compensation, more frequent promotions and other 

desirable outcomes more readily than those who perform less effectively. Tracking alignment of 

evaluation information and decisions is made easier by having digitalized processes in place. 

Digitalization can greatly facilitate the post-bureaucratic strategic management workflow and 

substantially reduce the paperwork associated with this process. In fact, evaluations of digitalized 

post-bureaucratic strategic management systems show that they are viewed positively by managers 

and employees, decrease workload, ensure widespread access to performance management tools 

and provide a standardized, structured approach to collecting and storing performance data 

(Dominguez, Worch, Markard, Truffer and Willi, 2009). Digitalization can capture strategic input 

and documentation of accomplishments online. It can facilitate managing workflow to include 

actions of post-bureaucratic managers and employees about critical events, routing documents 
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between managers and employees, and providing access to forms and documents. As a result, the 

efficiency of post-bureaucratic organizations is enhanced through digital process. 

5.7 Necessary Training and Communication 

Employees and managers need to be motivated, and thus should be able to use the post-

bureaucratic strategic management system effectively. Training helps accomplish both of these 

objectives. There are a number of training formats that can be used for post-bureaucratic strategic 

management. Classroom training, job aides or e-training can be used, each of which has advantages 

and disadvantages. The training format that should be used depends on how experienced raters are 

in conducting post-bureaucratic strategic management and what resources the organization is 

willing to devote to training. Communication should begin at the time of the designing post-

bureaucratic strategic management (Adegbesan, 2009). Team members should inform their 

constituents regarding revisions to the post-bureaucratic strategic management system that are 

planned, and gather input and feedback on desired system features. If implementation of this system 

involves major changes that are potentially threatening to employees, a change management 

strategy will be required. Employees should also be provided with ample opportunities to comment 

on post-bureaucratic strategic system, and their comments should be responded to, if not actually 

addressed. 

6. Obstacles 

Post-bureaucratic strategic management relies predominantly on quantification. It is a shift 
from focusing on activities and inputs to the focus on outputs and outcomes. It focuses on strategic 
planning, systematic implementation, performance measurement, monitoring and reporting, as well 
as efficient utilization of performance information to inform and improve policy decision-making in 
an organization (Kalimullah, Alam and Nour, 2015). In developing countries the public, the donor 
community and politicians expect effective post-bureaucratic strategic management. However, 
despite these demands, it is difficult for developing countries to rapidly and easily change into post-
bureaucratic strategic management due to the following impeding factors: (1) it is difficult to 
change policy frameworks that influence the nature and scope of public sector results; (2) systems 
of public accountability are often weak or non-existent; (3) organizations lack an institutional value 
system and work ethics that focus on client service and outcomes; and (4) human resources 
selection, career management and compensation systems do not reward or encourage a focus on 
productivity and outcomes. The principles of post-bureaucratic strategic management are directly 
related to the growth, expansion, quality concern and competition. Consequently, there are some 
considerable factors of applying post-bureaucratic strategic management. The fruitfulness of any 
change initiatives usually depends on the commitment and behavioral attitude of agency heads, 
managers and employees. Desired organizational outcomes and outputs always are correlated with 
employee perceptions. However, attempts to post-bureaucratic strategic management practices 
often include efforts to improve employees’ perceptions of their environments. Objectives of post-
bureaucratic strategic management are still unclear and have been ill-conceived in many developing 
countries. There is also some failure to integrate post-bureaucratic strategic management with 
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socio-economic development. Strategic management in the civil service has been politically 
motivated and often geared to partisan or individual interests rather than overall national interests. 
Resistance against administrative reforms is generated and sustained by civil servants who perceive 
their interest to be adversely affected as a result of the implementation of the post-bureaucratic 
strategic management. Lack of professionalism among civil servants hampers this process. Lack of 
adequate and sustained institutional support for networking is also obstacles in the way of proper 
implementation. Absence of necessary disciplined and systematic approach in government activities 
are the main barrier in proper implementation of post-bureaucratic strategic management in 
developing countries. Limiting training to top management will lead to loss of commitment on shop 
floor workers. Also training increases awareness of the concept, making it easier for the package to 
be appreciated and accepted by all employees. It is, therefore, the task of public managers to ensure 
that training has been implemented at all levels. 

7. Recommendations 

This paper makes a rigorous endeavor to set forward some ways for incorporating strategic 

management in post-bureaucratic organizations successfully and get rid of the obstacles to execute 

the formula of post-bureaucratic strategic management. 

(a) Attempt for developing a decentralized administrative system with clear aims, vision and 

objectives: The best time for implementing post-bureaucratic strategic management system is when 

the organization as a whole functions as one cohesive unit with clear aims, vision and objectives, 

and when all the employees know and appreciate what is required from each of them. Local 

managers have clear definitions of responsibility, accountability structures, and authority in a 

decentralized system compatible with the local management culture, apprehensions and 

sensitiveness are necessary. 

(b) Establishing a central guidance system for employee performance and perception: Some central 

guidance and initiative supplemented by specific objectives in terms of management and standards 

of service provision in the use of performance indicators are also important. Perceptions of 

employees about organizational policies and environment are positively correlated to organizational 

outcomes. 

(c) Building suitable organizational structure: For the successful implementation of post-

bureaucratic strategic management, flexibility and innovation are more strongly linked than 

hierarchical, rational or group cultures in any organization. The system of communication is also 

positively correlated to successful implementation of this system. Organizational structure is also an 

influential factor. 

(d) Focusing environmental factors and external stakeholders: External groups and advocacy 

coalitions also play important role. External stakeholders can support successful implementation of 

post-bureaucratic strategic management. Resource availability also plays an important role. 

However, it is highly recommended to consider the environmental factors or political surroundings 
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of public organization for the successful implementation of post-bureaucratic strategic 

management. 

(e) Inaugurating central strategic management unit in post-bureaucratic organizations: A central 

strategic management unit comprised of the Members of Parliament or prominent political leaders, 

representatives of civil society, academics, business leaders and all the key stakeholders can be 

formed. It will seek broader agreement among the key stakeholders and general consensus on the 

direction of desired change, stimulate political support for reforms and will be in charge of 

overseeing the implementation of reforms. 

(f) Introducing post-bureaucratic strategic system to public managers: Civil servants or public 

managers will have to be consulted, and involved in the process of strategy implementation rather 

than imposing the change upon them. Post-bureaucratic strategic system needs to be explained to 

the officials at the earliest convenience to make them understand and convince that the old system 

is no longer enough to agree with and to give them chance to decide how it will be implemented. 

Finally, program is an essential first step in any attempt to introduce this system. Workshops 

are practical means to develop collective understanding, approaches, policies, methods, systems, 

ideas, etc. Advice and suggestions from the public and the professionals could be sought in the 

implementation of the desired change through workshops. 

8. Conclusion 

Public and private sector organizations are different in philosophies and operational strategies. 

Public sector organizations have the power of coercive sanctions and full responsibility for the state 

tasks. Public interest and legality are the core principles of these organizations. On the other hand, 

private sector organizations operate within a competitive environment. The outcome of private 

service is determined on the basis of market and business success. Contrasting it, public sector 

organizations emphasize on the logic of appropriateness. They got legitimacy based on democratic 

representation. The authority structure of public sector organizations is unitary and hierarchical. 

There are comprehensive and broad political-administrative accountability. There is also a tight 

hierarchy of rulings in public sector. In general, public sector organizations put much emphasis on 

politics and balancing conflicting interests. However, private sector organizations put prime 

attention on profit and efficiency. The core element of private sector management is result and 

performance. Inputs, procedural rules, bureaucracy and professionalism are the core elements of 

public governance. In their strategy the public sector focuses on stability and continuity rather than 

growth and expansion. Applying post-bureaucratic strategic management largely depends on the 

leadership and management of teams. Even the lowest-ranking employees can influence the 

implementation. They may achieve greater control. The higher pay grade employees may also feel 

more confident. The efficiency of employees in public sector organizations is very important for the 

proper application of post-bureaucratic strategic management. Highly efficient employees generally 
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have more enthusiasm to new ideas. Experience of public officials and application of post-

bureaucratic strategic management may have a negative correlation which is common in the 

developing countries. However, there is no significant relationship between experience and post-

bureaucratic strategic management in the developed countries. Employees’ perceptions of barriers 

are the major potential impediment to successful implementation. These may include loss of control 

by public officials and failure to include quality activities in strategic planning. However, failure to 

address the needs and fears of employees during implementation may create negative attitudes 

towards the application of post-bureaucratic strategic management. 
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A Study to Identify the Factors Affecting Employee Retention in an Organization: 
An Application of Exploratory Factor Analysis 
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Abstract 

Retention of skilled employees is a serious concern for any organization in the context of cost and competitive 
environment. Turnover can cause disturbance in operations, thus increases the cost. In this study, the factors for 
employee retention have been identified using exploratory factor analysis. Data has been collected from different 
organizations under 18 variables from 90 respondents. Reliability of the data has been ensured through 
Chronback’s alpha, a measure of internal consistency, which is found 0.83 that indicates high level of internal 
consistency of the responses. Six latent factors have been extracted based on the basis of Eigen values those are 
greater than one. Sequentially, the extracted retention related factors are, salary and job security, recognition for 
good performance, sense of belongingness to the organization, leadership style and work - personal life balance. At 
the same time, provision of health and wellness programs and pensions are found not to be  significant for employee 
retention. This study recommended that, policy makers should focus on the extracted significant factor for better 
employee retention strategy.  

Keywords: Employee retention, turnover, job security, factor analysis, reliability analysis. 

 
Introduction 

Retention of employees is very important for an organization but it is affected by number of factors. So, it 
is important to address these factors; otherwise, the organization will be affected by bad turnover. In 
organizations there are always some star performers who are better than average employees. 
Organizations must have some retention strategies to retain them.  If they leave the organization they will 
leave with their experience and that can be very attractive to their competitors. Headhunters always look 
for this kind of experienced employees. A successful marketing manager can be very desirable to the 
competitors of that particular company. When an organization loses this kind of employee, it brings 
negative effects on the consistency for maintaining the same productivity and it creates a negative impact 
on the organization’s goodwill. Organizations need to create such an environment that employees would 
remain happy and willing to stay. That will help the organization to create and sustain a competitive 
advantage in this competitive world. It is proved that humans are the most valuable resource and talent is 
the critical success factor for any organization. In recent years, retaining the ‘knowledge workers’ is being 
the greatest challenge for the managers. Organizations must clearly identify the employees they ought to 
retain as well as they need to identify whom they should get rid of for long term sustainability. 
Organizations should focus on talent management. Turnover statistics would not help unless the 
distinction is created between good turnover (under-performing employees leaving) and bad turnover 
(competent employees leaving). Organizations will be highly affected by bad turnover if it is not taking 
care of its prospective employees. Voluntary bad turnover is very costly for organizations. So, a key focus 
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of human resource department should be on employee retention. Organizations should do the cost-benefit 
analysis in case of employee turnover. Here cost means expenditure of hiring new employees, training 
new hires and the required time a new employee needs to be fully productive as the old employees. 
Moreover, people responsible for training the new employees need to give extra time besides their regular 
job responsibilities. If any organization makes a lot of investment to train and develop its employees, that 
investment will go in vain when employees leave that organization. Excessive turnover can affect the 
morale of the employees as well as the reputation of the organizations. But at the same time when an 
employee work in an organization he/she always see the surrounding environments, co-operation of 
colleagues, opportunities that he/she can avail of and all these work as influential factors for being  stable 
in the organization. Employees are also cautious about their prospect within the organization in the long 
run. If they found they have good prospect they become motivated to stay in the organization. 
Organizational prospect, as a whole, in the long is also a vital factor for attracting the employees and also 
for retention of employees. In this light, this study has identified the factors that are responsible for 
retention of employees within the organization.  

 
Every employee do not perform the same. Among the employees some were poor performers; they just 
neglected their work. They needed to be monitored all the time. Sometimes managers or supervisors 
needed to coerce them to perform their tasks. But in organizations some people were very enthusiastic 
and very good in performance. They knew their work very well. They had excellent interpersonal skills as 
well as knowledge about their tasks. We can call them “star performers”. They had specialized knowledge 
that can be a critical success factor for any organization to survive within the industry. Organization 
should make every arrangement to keep them so that their competitors cannot utilize their expertise. In 
this complex and competitive world, organizations must have succession plan to keep pace with time. If 
any organization has succession plan, they needed to identify the star performers as their successors, so 
that the organization could train those prominent employees to fill up the next hierarchical level. It will 
save the expenses for new recruitment. Besides, it can help the organization to implement its overall 
human resource planning. Human resource, one of the most important characteristics of core competence 
is difficult to copy. Competitors can imitate an organization’s technology, product or other resources. But 
it is very difficult to copy the human resource of an organization. That is why human resource is the most 
crucial resource for an organization. If any organization can create competitive advantage based on 
employees, then the employees will become the most valuable asset. So, it will be the wisest strategy to 
retain employees. Organizations must identify the motivational factors for each efficient employee, 
because every motivational factor does not have the same impact on efficient employees.  If a manager 
wants to reward the competent employees for their outstanding performance, he needs to know what 
motivates them the most. To develop a competitive advantage in a global economy, organizations must 
support the strategic plans and required actions for employee retention.A number of studies have found 
where retention factors such as intrinsic, extrinsic, work environment, benefits etc. were predefined based 
on some criteria and an attempt was made  to identify how much they impacted on retaining an employee. 
In this study, we aimed to identify the important factors of employee retention using exploratory factor 
analysis and will suggest these for successful retention policy in the context of Bangladesh. 

Objective of the Study: 



The general objective of this study was to explore the factors that are responsible for employee retention 
in  organizations. 

The specific objectives were: 
- To identify the factors instrumental for retention of employees within organizations.  
- To rank the extracted factors hierarchically for the retention of employee in an organization. 
- To give some suggestions for improving the retention policy of organizations.  

Literature Review : 

Human resources are the lifeblood of an organization. Though, most of the organizations are found to be 
technology driven but still human resources are required to run them. They are the most vital and dynamic 
resource of the organization (Das and Baruah, 2013). Retention of them is also vital for long run benefits 
and also for successful achievements of the organizational goals (Gberevbie, 2008). If the organization 
cannot retain its prospective employees and if excessive turnover happens then it can affect the morale of 
the existing employees as well as the reputation of the organizations (Mello, 2011; Olowu and 
Adamolekun, 2005). Employee retention is not influenced by a single factor, but there are hosts of factors 
which are responsible for retaining employees in an organization. In a study conducted in South Africa on 
private and public sectors to find the factors behind job retention, it was found that both public and 
private sector employees are influenced by extrinsic and intrinsic motivational factors behind  their 
staying in any organization. Quantitative research design was used to survey 145 respondents. 
Motivational factors such as training and development, challenging or interesting work, freedom for 
innovative thinking and job security were found to have significant influence on employee retention in 
both public and private sector organizations (Samuel and Chipunza, 2009). The intention of any employee 
to remain in an organization highly depends on the level of motivation of that employee. Relative 
importance of the factors for motivation may vary from employee to employee. Every employee is unique 
with his/her characteristics, skills, thinking and motivation level. In a study on information system (IS) 
employees, using structural equation model showed that latent motivation has significant impact on 
retention of employees. Job satisfaction and perceptions of management on career development are 
indicator variables for motivation. Burnout, loyalty and turnover intent are indicator variables for latent 
retention. Implications for management in developing strategies for the retention of IS employees were 
also recommended (Mak and Sockel, 2001). From the employees point of view, there may be differences 
between the reasons for choosing the organization as employer and reasons for leaving the organization. 
desertion or switching of organization  happens, if the organization does not show the career path to its 
employees and employees get the feeling of being stuck in the organization and if there is no opportunity 
for personal development. (Eyster et al., 2008). In another study, Ramlal (2003) identified the factors 
responsible for employees’ turnover intentions and the reasons for the potential turnover. The location of 
the company and its compensation package were the most common factors behind remaining with the 
company.  
 
On the other hand, lack of opportunity, inadequate compensation and challenges were the most common 
factors for leaving the organization. In service industry, the satisfaction of the employees is a vital issue 
for better customer service, because a satisfied employee can create a satisfied customer. Employees who 
are directly connected to end users need to be satisfied with their organization. Study conducted in 
Pakistan by Ahmed et al.(2012) found that internal communication, training and motivation have positive 



impact on employee retention in the banking sector. Effective leadership style is also required for 
employee retention (Dochy et al., 2009). A leader must appreciate his employees for their good work; he 
should not compel employees to get the job done. A study focused on organizational and personal factors 
that influence employee retention showed a large positive contribution of appreciation and stimulation of 
the employees for retention. It showed that benefits derived from personal development can enhance 
employee retention and individual differences influence retention.  It also showed that leadership skills 
and seniority have a positive relationship with employee retention and the level of readiness whereas 
initiatives regarding learning are negatively correlated with retention (Kyndt et al., 2009). Walker (2001) 
identified seven factors that can enhance employee retention. These are compensation for and 
appreciation of the performed work, provision of challenging work, chances to be promoted and to learn, 
invitating or conducive  atmosphere within the organization, positive relations with colleagues, a healthy 
balance between the professional and personal life and good communications. In another study it was 
found that the personal premises of loyalty, trust, commitment and attachment with the organization have 
a direct influence on employee retention. It has  also beeen demonstrated that workplace factors such as 
rewards, leadership style, career opportunities, training and development of skills, physical working 
conditions and a balance between professional and personal life have an indirect influence (Hytter, 2007; 
Fang et al. 2009). Herzberg (1967) argued that employees are motivated by internal factors rather than 
external factors. Intrinsic factors are related to job satisfaction and extrinsic factors are related to job 
dissatisfaction. In other words, motivation is internally generated and is propelled by the factors that are 
intrinsic to the work which Herzberg called “motivators”. These intrinsic variables include achievement, 
recognition, the work itself, responsibility, advancement and growth. Herzberg also argued that hygiene 
factors do not motivate employees, but this factor is required to placate employees. Hygiene factors are 
company policies, salary, working environment, etc. If these factors are adequate in a job, people will not 
be dissatisfied. In the dearth of the relevant literature on employee retention in the context of Bangladesh 
this study is going to be path breaking.  
 
Methodology: 

Study area and Sample Design: 
This study  adopted non-probability purposive sampling technique to collect data from the target 
population who were  the employees of different organizations. In this regard a questionnaire was  
prepared mentioning 18 different variables that are related with employee retention by using five point 
Likert scale rating from “strongly agree” to “strongly disagree”. Responses have been collected through 
personal interviews and email. Sample size for the study was 90; respondents were mid-level executives 
from educational institutions, manufacturing companies,  financial organizations etc. 

Reliability Analysis:  

A measure of scale reliability namely Cronbach's alpha ( ) measures the internal consistency of 
responses, that is, how closely related a set of variables as a group are. It can be written as a function of 
the number of test variables and the average inter correlation among the variables. Mathematically, it can 
be written as:  

∝	= 	
N	c

v + 	(N − 1)c
 



Where, N is the number of items in the data set, c is the average inter-correlation among the items and v is 
the average variance. In this study, the reliability for the studied 18 variables those are related to 
employee retention has been tested. The reliability coefficient for the observe items has been found 0.83, 
suggesting that the variables have relatively high internal consistency. 

Exploratory Factor Analysis: 

The dimension reduction techniques, like factor analysis, the factors or latent factors are the linear 
combinations of the original variables. If the original variables are at least moderately correlated then 
factor analysis can reduce the redundancy of the variables by using a smaller number of factors. Often it 
is found that the correlation or the covariance matrix for a large set of variables has a particular pattern of 
correlation or covariance for a subset of that group of variables. The other variables are again correlated 
with themselves and with another subset of variables.  Factor analysis then makes a cluster of the related 
variables by taking the linear combinations of those highly correlated variables and considered as a latent 
factor which was not readily available in the main data set.  

The factor analysis model expresses each variable, say y1, y2,………yp as a linear combination of underlying 
common factors f1, f2, ……. fm  with an accompanying error term to account for that part of the variable 
that is unique. For the y observation vector the factor model can be written as follows: 

y = 	μ + 	λ f + 		λ f + 		λ f + ⋯… … … … … … … … … + 		λ f + ϵ  

y = 	μ + 	λ f + 		λ f + 		λ f + ⋯… … … … … … … … … + 		λ f + ϵ  

 

y = 	μ + 	λ f + 		λ f + 		λ f + ⋯… … … … … … … … … + 		λ f + ϵ  

Where, m, the number of factor must be smaller than number of variables, p. The coefficients ij are 
called loadings and serve as weights, showing how each yi individually depends on the f’s.  

To obtain the value of factor loadings there are several methods available and one of the commonly used 
methods is principal component analysis. This study has adopted this technique to obtain the factor 
loadings. To perform factor analysis at first one needs to settle down on the number of factors to be 
extracted. The number of factors to be extracted depends on the amount of variance that one wants to take 
into account. Again, the factor loadings can be rotated if the “unrotated” weights are not satisfactory, 
subject to the explained ability of the variances. In that case the rotation of the loadings can be done and 
one of the useful rotation techniques is ‘varimax’ rotation, which is, rotating the factor loadings until the 
maximum variance is taken into account. Since the correlation among the variables is the parameter to 
select the homogeneous subset of latent factor so that the higher correlation value is expected to be in the 
same subset. In this particular study the correlation value is considered as at least ± 0.50. The test for 
appropriateness of factor analysis is the prerequisite for doing such analysis. Kaiser-Meyer-Olkin (KMO) 
is the test which tells about the appropriateness of factor analysis. The KMO test value lies between zero 
and one; and the value closer to one indicates that the data set is appropriate for factor analysis. It is also 
assumed that all the variables are somewhat correlated to each other and this assumption can be checked 
by Barttlet’s sphericity test. The hypothesis of this test is that the correlation matrix is an identity matrix 
i.e.  the correlation for all the diagonal elements is one and all off diagonal elements are zero which 



means the variables are uncorrelated. The purpose of this test is to identify the closely associated 
variables considering their homogeneity based on correlation. 

Result and Discussion: 

Factor Analysis: 

The KMO test value for the set of variables is 0.74, which indicates that factor analysis is relevant with 
this data set. The significance (p-value=0.000) of Barttlet’s  sphericity test with chi-square value 568.49 is 
rejecting the hypothesis of identity correlation matrix that means the variables are not uncorrelated which 
is an important prerequisite for factor analysis. These two tests signify the relevance of factor analysis 
with this set of variables to identity the latent factors for employee retention.  

Now, one of the key concerns of factor analysis is to determine the number of factors to be extracted. 
Since the purpose is to explain the variations using the extracted factors, so as many factors will be 
required using that sufficient amount of variations can be explained. Here, those factors are selected 
which has Eigen value greater than one, and in this way the first six factors are selected which explain 
about 69% variations of the employ retention.  

Table 1: Extracted factors that have Eigen value greater than one with the explained percentage of 
variation. 

Factors 
Eigen Value and Explained Variance 

Eigen Value % of Variance Cumulative % 

Salary and Job Security 4.93 27.39 27.39 

Recognition and Working Environment 2.13 11.87 39.27 

Sense of Belongingness 1.70 9.46 48.73 

Scope for Challenging Work 1.32 7.33 56.07 

Leadership Style 1.19 6.62 62.70 

Work and Personal Life Balance 1.08 6.02 68.72 

 

After the initial solution the “varimax” rotation was applied to maximize the variance of each of the 
factors that will redistribute the accounted variance over the extracted factors. By first factor 27.39 
percent of employee retention can be explained and the second extracted factor explained about 11.88 
percent of variation of employee retention. The subsequent four extracted factors are responsible for 9.46, 
7.33, 6.62, and 6.02 percent of employee retention respectively.  

The “Scree plot” is also a good device to choose the number of factors to be retained. From the following 
scree plot it is seen that the Eigen values are more stable after the first six factors, which also suggested 
that extracting six factors might be a reasonable choice for the employee retention data. 



 
Figure 1: Scree plot for determining the number of factors to be extracted 

Now, the rotated components matrix for the extracted factors is given below. The correlations between 
the observed variables and the factors are suppressed above to ± 0.50 meaning that those observed 
variables have correlation less than 0.50 with the extracted factors are ignored.  
 

Table 2: Extracted factors and their factor loadings with observed variables 

Sl. Observed Variables Factors 

1 2 3 4 5 6 

1 Salary package 0.85      

2 Job security 0.73      

3 Performance Bonus / commission 0.63      

4 Good terminal benefit / pension       

5 Recognition or reward for good performance   0.81     

6 Promotion based on performance   0.67     

7 Training & development opportunities   0.60     

8 Co-operation of colleagues  0.56     

9 Sense of belongingness to the organization    0.82    

10 Freedom for innovative thinking   0.78    

11 Work autonomy   0.60    



12 Scope of challenging or interesting work    0.75   

13 Participation in decision making     0.72   

14 Leadership style of superior      0.82  

15 Interpersonal relationship with superior     0.51  

16 Provision of health & wellness programs       

17 Work and personal life balance      0.72 

18 Setting Performance target      0.70 

Extraction Method: Principal Component Analysis.  

Rotation Method: “Varimax” with Kaiser Normalization. 

The extracted factor pattern matrix represents how the observed variables are weighted with each of the 
factors and also the correlation between the variables and the factors. Higher correlation value indicates 
higher involvement with the respective factor. As it is said, the factors are made by the function of 
observed items by removing the clutter of low correlations (those are less than 0.50) that are not 
significant.  

After the extraction of the latent factors, the extracted factors are named into different variables by 
studying their nature. And accordingly, the first extracted factor comprises of salary, job security, and 
performance bonus, named as, salary and job security related factor. 

	 	 	
= [ 	 	(0.85), 	 	(0.73), 	 	 	(0.63)] 

This factor is accounted for about 27 percent retention of employees in the organization. Salary package 
has got the highest concentration for retention of employees. Now a days, price hike is a common issue, 
especially in Bangladesh. To maintain the living standard, reasonable or above average salary in any 
industry is an important factor to the employees. Employees like to work in organizations who review 
their salary structure with the present market condition. This study also found “job security” as another 
important element because employees always want their jobs secure. If any employee feels that there is a 
chance of losing his/her job, he/she attempts to switch to other jobs. That indicates, employees are mostly 
concerned about their job security and the monetary issues to stay in the organization. At the same time, 
some remuneration for the good performance of employees encourages them and also motivates them to 
stay in their respective organizations. 

The second extracted factor  comprises of the variables  that are related to the recognition of the 
employees’ performance and the working environment of the organization and this factor is named as, 
recognition and working environment, which account for 12 percent retention of employees. 



	 	 	 =
[ 	 	 	 	 	 (0.81), 	 	 	 (0.67)	,

    T 	&	 	 (0.60), 	 − 	 	 (0.56)] 

Employees expect recognition of their good performances and that lead employees expect for reward like 
increment in their salary or promotion to the next hierarchical level. This study finds this as a significant 
factor for retention. If the employees find that there is a possibility to get stuck in the same position they 
would like to choose leaving the organization. Opportunities for training and development are also an 
important factor for personal development of employees as well as the overall improvement of the 
performance of the organization. Training is required for the employees to cope up with the change of 
external and internal environment of an organization. If work environment is positive and enjoyable to 
employees, they feel like working in that organization. For that reason cooperation of colleagues and 
interpersonal relationship with managers are also important for employee retention. 

The third extracted factor consists of some intrinsic variables like, sense of belongingness, freedom for 
innovative thinking and work autonomy. This factor is responsible for about 10 percent of employee 
retention.  

	 	 	 	 	 =
[ 	 	 	 	 ℎ 	 (0.82)	, 	 	 	 ℎ (0.78), 	

Work autonomy(0.60)	] 

To work in an organization, sense of belongingness is important because if employees own the 
organization then their organizational commitment will be high and the possibility of retaining employee 
will also be higher. It is also evident that, new generation employees like to have the scope for freedom of 
thinking and autonomy of work and they want to perform accordingly, and hence it is an important 
component to the employees to stay in the organization. 

Opportunities and scope for challenging and innovative work in the organization also motivate the 
employees to stay. This  with participation in decision making is responsible for about 8 percent 
employee retention.  

	 	 	
= [ 	 	 ℎ 	 	 	 (0.75)		 	 	 	 	 (0.72)] 

To exercise the innovativeness and to prove them as a good performer employees want to have the scope 
for doing challenging task in their organizations. Presence of this opportunity  works as an influential 
factor in employee retention. Employees also want their voice to be heard by the authority and they want 
to contribute in the decision making process with their ideas and views.  

Organizational leaders have the scope and capacity for bringing change and they will show the way to 
cope up with the change. So, the interpersonal relationship with the immediate superior is very important 
for employees. This has been identified as the “leadership style: and accounts for about 7 percent 
retention of employees.  

	
= 	 [ ℎ 	 	 	 	(0.82)	 	 	 ℎ 	 ℎ	 (0.51)] 



Organization leader also play a vital role in the overall performance of an organization. For carrying out 
the day to day activities employees need the guidance and co-operation from their superior. To reduce bad 
turnover, leadership style of manager is very much needed. 

The last extracted factor which is related to work and personal life balance accounted for 6 percent 
variation of employee retention.  

	 	 	 	
= 	 [ 	 	 	 	 (0.72) 	 	 	 (0.70)] 

According to the Goal-setting theory Locke (1994), setting specific and challenging goals with feedback 
lead the employees to higher performance. This has also been found in this study. Ensuring work and 
personal life balance is always important for any employees. Organizations, that give scope to their 
employees to make balance between work life and personal life, are in a good position in terms of 
employee retention. 

Discussion: 

Using exploratory factor analysis, six latent factors, namely, salary and job security, recognition of good 
performances, sense of belongingness, leadership style, and work and personal life balance have been 
extracted and described as employee retention tools. First concentration of the employees for retention 
within the organization is the salary and security factor where salary has got the highest correlation 
followed by job security and performance bonus. This has been found in many others study as well 
(Moncraz et al. 2009; Milkovich et al., 2004; Gardner et al., 2004). Samuel and Chipunza (2009) also  
found that job security is an important factor for employee retention in both public and private sector 
whereas reward and recognition are important factor for private organizations, however it is not that much 
important for the employees of public organizations.  The second leading factor of employee retention is 
the intrinsic factor named as recognition or reward for the good performances, related with promotion, 
training development and the co-operation with the colleagues.  Samuel and Chipunza (2009); Smit and 
Cronje (2002); Silbert (2005) found that training and development is one of the major intrinsic factors for 
employee retention. On the contrary, (Bussin,2002; Pritchard, 2007) showed that training and 
development can be a factor for early turnover instead of reinforcing their retention since training on 
current skills can enhance their possibility to switch to a better organization was also found in this study. 
Work environment is an important factor for any organization to retain their employees. In an 
organization, cooperation with colleagues and interpersonal relations with superiors are important for 
employee retention. There is a saying, “People leave their bosses not their jobs”. Setting performance 
target and performance bonus can lead an employee to stay in an organization. Challenging work itself 
can be a motivating factor for younger employees. Day by day, the line between work life and personal 
life is getting blurred, so it is required for any organization to help employees maintain a balance between 
their work life and personal life. Brannick (2010) identified that great leaders maintain the balance 
between giving people freedom to accomplish their task and providing the guidance to do it. In this 
particular study, leadership and work autonomy named as leadership style were also found to play vital 
roles to retain the employees in any organization.    

 

 



Conclusion 

So, it can be said that the retention of employee in any organization depends on many factors. This study 
found that the most important factor for employee retention is the salary of the employees and also job 
security. It was also found that employees want recognition of their work and reward for their good 
performance. These  work as influential factors for employee retention. It was also found that employees 
are not only motivated through the pecuniary issues to stay in the organization but some intrinsic factors 
are also responsible. These are sense of belongingness, freedom of innovative thinking, scope for work 
autonomy etc. If the employees feel the sense of belongingness to their organizations, that works as a 
motivating factor for them to stay in the organization. So, sense of belongingness is important for 
employee retention. Alongside, the leader or the superior of an organization can also be a vital factor for 
employee retention. The charismatic leadership capacity of the organization head and the good 
interpersonal relationship of the  employees with the superior or manager are also imperative for 
employee retention. Last but not the least; the work- life balance is a vital issue for employee retention. If 
the organization’s culture doesnot allow the employee to have a balance between work and personal life, 
the employee will try to switch somewhere else for comfort that may bring bad turnover in the 
organization. So, proper balance between work and personal life is needed for employee retention.  

 
Recommendations 

On the basis of the findings, it is recommended that for the effective employee retention policy, 
organizations should emphasize on the extrinsic factors like attractive salary package and also should give 
additional benefit for the good performances of the employees. Organizational policy should not be such 
that they put pressure or give feeling of uncertainty about the job security of the employees. If this 
prevails, this single issue will incur bad turnover of employees since nobody wants to stay in any 
organization where they feel their job is not secure.  Employees are also motivated to stay in the 
organization because of the intrinsic factors, like, recognition of their performances, scope for training 
and development and good co-operation from the colleagues. To ensure the retention of the employees, 
organization has to make sure the presence of such things. Non-coercive influence of leader on his team is 
also vital since that gives the feeling to the employees that they are in safe hands and their organization 
has good prospect in the long run, that influence them to stay in the organization. At the same time 
organization should have policy which would give scope to the employees to balance their work and 
personal life. So, it can be said that in action a good combination of the extracted factors can be an 
effective employee retention policy for any organization.  For further study, one can find out, what are the 
factors of employee retention in different types of organizations, are these same or significantly different?  
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Abstract 

The export-oriented apparel industry of Bangladesh, popularly known as readymade garment (RMG) occupies a unique 
position in the economy of Bangladesh. It is the largest exporting industry, which experienced a phenomenal growth 
during the last three decades. Thus this sector is playing a vital role in the socioeconomic development of the country. 
However, this sector is struggling with a number of problems including lower rate of efficiency, increased lead time, 
and maintaining rate of Right First Time (RFT)), lack of standardized  work method etc. Moreover, in Bangladesh, the 
sector is facing problems in manufacturing process which is ultimately reflected in higher cost of production. To be 
competitive in the market, companies must be efficient in the manufacturing process. Lean thinking came into light as 
an operational strategy that might help RMG sector to cope with these challenges. To find out the use of lean 
manufacturing philosophy, a market leading factory was studied. Firstly, the changes in work method and culture were 
identified, and then statistical analysis was conducted to compare the performance before and after lean practice. There 
is lack of research on the impact of lean practices on supply chain performance improvement in Bangladesh RMG 
industry. Efforts have been made to explore as to how a traditional factory converted its management and 
manufacturing concept to lean management practice and its impact on supply chain performance.  

Key Words: Lean Manufacturing, Ready Made Garments (RMG), Supply Chain Management (SCM), Right First Time 
(RFT) 

1  Introduction 
The export-oriented apparel industry of Bangladesh, popularly known as readymade garment (RMG) or the 
garment industry occupies a dominant position in the economy of Bangladesh. It is the largest exporting 
industry, which experienced a phenomenal growth during the last three decades. This single sector alone 
earns about 80% of yearly foreign exchange of the country (Karim, et al., 2012). Since independence, no 
single sector could accelerate the industrialization process in the country comparing to what RMG sector 
could do. It has created employment opportunity for about 3.5 million people (Sarkar Hossain, 2011). Most 
of them were uneducated and unskilled. About 80% of them are women (Hasin Zahira, 2015). To a credible 
extent, it has been able to relieve the country from the burden of unemployment and at the same time 
contribute to the empowerment of women. Thus this sector is playing a vital role in the socioeconomic 
development of the country. 

In today’s competitive business world, companies’ success primarily depends on the performance of the 
supply chain which ultimately adds value to the products. One of the elements of modern supply chain is 
‘Lean Manufacturing’ which has been practiced in Japan for many years contributed to waste elimination, 
cost reduction and employee empowerment. The term ‘Lean’ as Womac and his colleagues (1994) define it 
as a system that utilizes less in term of all inputs, creates same output as those created by a traditional mass 
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production system, while contributing increased varieties for the customer. Manufacturing sector is 
considered to be the major industry worldwide on which the development of the country depends.  

However, this sector is struggling with a number of problems like lower rate of productivity & efficiency, 
higher lead time, higher cost of quality, lower rate of Right First Time (RFT), lack of standardize method of 
work etc. Besides, buyers are applying new fire, safety, compliance audits which add cost for factories 
putting factories are more challenging situation.  However, RMG sector is taking new initiatives to run its 
operation in a better way. Practicing Lean Manufacturing is one of the solutions to overcome those 
limitations and prepare for upcoming challenges. 

2  Objective of the Study 
This research was about studying how lean manufacturing can be adopted to the discrete manufacturing 
system and evaluates benefits on supply chain performance. The objectives of this research  are: 

i) To discuss  lean manufacturing in general and identify the changes adopted in lean manufacturing 
ii) To measure the effects of lean practice in selected supply chain performances 

3  Literature Review 
In recent years, huge literatures have extensively documented the implementation of lean philosophy into 
various manufacturing sectors, but very few have addressed the garments environment.  This is a Japanese 
concept applied in manufacturing firms. The Japanese firms including firms in other countries have been 
using this concept to reduce the cost of any process by removing waste. The basic elements of the concept 
include waste elimination, continuous one piece workflow (EPA, 2003) etc. Lean makes an organization 
more responsive to market trends, delivers products and services faster and produces products and services 
with less expense than non-lean organizations. As viewed by Womack & Jones (1994), firms in several 
industries in North America, Europe and Japan followed this path and doubled their performance through 
reduction of inventories, throughput time and errors. 

Alukal and Manons (2002) argued that a planned implementation of lean production system leads to 
improved quality, better cash flow, increased sales, better productivity, improved morale and higher profits. 
They further reported that companies earned greater benefits by implementing lean techniques in the office 
functions in non-manufacturing organizations, too.  A study on a Novartis International AG, a Switzerland-
based company (Society of Manufacturing Engineers, 2007) reviewed their production process and realized 
the need for some improvement. They introduced lean picking system for the movement of the goods from 
the warehouse to the packing lines. This redesigned material supply is a kind of Kanban system. Through this 
picking system the company reduced its waste to a good extent. Moreover, studies have been undertaken to 
find out the relationship between lean practices and manufacturing performance of the firms (Papadopoulo 
and Ozbayrak, 2005). Bonavia (2006), Simpson et al., (1998), EPA, 2003; Oliver et al., (1993) also showed 
the improvement in manufacturing through lean practice. Chihuahua (Society of Manufacturing Engineers, 
2007), the producer of world class power and signal distribution system of Mexico, reviewed its existing 
manufacturing system and identified the need for improvements in efficiency. The company introduced lean 
with a view to improve the current performance. It was documented from the study that implementation of 
lean brought 34% reduction in inventory over a 12 months period and 93.5% uptime.  

The Bangladesh RMG industry has been facing tremendous competition from countries like China, Vietnam, 
Cambodia, Sri Land and India. “The increase in competition has led to an increased focus on customer 
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satisfaction as a survival of the company in the long run” (Kapuge and Smith, 2007).  In today’s competitive 
business world, firms are fighting against each other to ensure their survival in the industry. The RMG 
industry is also searching for ways and techniques to cut cost and improve performance. When other 
industries are facing high pressure from competitors, the garment industry is also facing challenges in areas 
like price, delivery time and service offered etc. Mercado, (2007) argued that the garment industry has 
numerous opportunities for improvement using lean principles. Through the implementation of lean, the 
garment sector can reduce costs, as well as increase customer responsiveness through reducing several types 
of wastes from the production process. Customers demand quality products and on-time delivery. Lean 
practices can fulfill these requirements by reducing lead-time as well as manufacturing cycle time.  

A few countries in the world already introduced lean tools in the garment industry and achieved tremendous 
improvement (Mazany, 1995; Bruce et al.; 2004). This practice improved their productivity, quality and lead-
time and also made their customer more responsive. In addition to this, lean production involves, motivates 
and develops employee skills through education and multi-skilling program (Mazany, 1995). A recent case 
study on Indian shirt manufacturing factory evidenced high performance. Some of the key benefits entail 
production cycle time decrease, number of operators required to produce equal amount of garment is 
decreased, rework level reduced, production lead time comes down to one hour from two days (Neha Gupta 
et al., 2014). Another case study on Bangladeshi knit factory found that non-value added activities on 
Standard Allowed Minute (SAM) is 3.911 minutes where value added activity was 21.136 minutes. By 
eliminating non-value added activities, hourly output of selected line increased 18.50% (Mazedul et al., 
2013).  Another case study conducted by Karim et al. (2012) on a Bangladeshi RMG, suggests implementing 
5s; Seiri (Sort), Seiton (Straighten),  Seiso (Sweep and Clean), Seiketso (Systematize) and Shitsuke 
(Standardize) one of important tools in lean manufacturing, to reduce searching time, reworks and down time 
of machine. Besides 5s, the case study also identified 7 deadly wastes i.e. Overproduction, Waiting, 
Transportation, Unnecessary Inventory, Non Value Added Processing, Excessive Motion and Defects in 
Sewing Processes. 

From the above study it has been found that Lean Manufacturing Practices are successful in developed 
countries. There is no dearth of study regarding the practice of Lean Manufacturing in promoting supply 
chain performances in RMG Sector of Bangladesh. With this backdrop, this study aimsed to focus on the 
Practice of Lean Manufacturing with its Effects in Supply Chain Performances in Bangladesh 
Readymade Garments.  
 

4 Research Methodology 
This  study was conducted in  a selected garments manufacturing company, Adury Apparels Ltd., a sister 
concern of Thermax Group located at Narshingdi in Dhaka. Formal interviews with concerned managers 
have been conducted. This is followed by semi structured and informal interviews with managers; senior 
officers and in-charges to understand traditional practice and lean practice. Also, some  data and information 
was collected through the observation of the production floor and maximum from past records. Besides the 
case study, an online survey was conducted to understand the awareness of lean practice in garments 
industry. Available literatures and subject matter experts have also been consulted for gathering required 
knowledge on lean manufacturing. Two hypotheses have been selected for this study and they are as follows: 
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 H1: There is a significant difference in supply chain performance between traditional and lean 
 manufacturing process  

 H2: There is a relationship amongst different supply chain performance measurement in lean 
 manufacturing process. 

5 Overview of Bangladesh Readymade Garments 
 
The RMG industry plays a vital role in the Bangladesh economy. The economy of Bangladesh is largely 
dependent on agriculture. However, in recent years, the RMG sector has emerged as the biggest earner of 
foreign currency. It has experienced an exponential growth since the 1980s. The sector contributes 
significantly to the GDP. The industry plays a key role in employment generation and in the provision of 
income to the poor. Nearly four million workers are directly associated where one and half million are 
women workers. More than twelve million people are indirectly associated with this industry. The sector 
has also played a significant role in the socio-economic development of the country. An overwhelming 
number of workers in this sector are women. This has affected the social status of many women coming 
from low income families. The quota came to an end at 2004 but it continued to show robust performance, 
competitive strength and, most importantly social commitment. RMG’s contribution to Bangladesh 
economy is well-known, well-appreciated and well-respected. Garments industry is the largest export 
oriented industry for our country contributing 81% of total export (BGMEA, 2014).  

Since the late 1970s, the RMG industry started developing in Bangladesh primarily as an export-oriented 
industry. Reaz Garments, the pioneer, was established in 1960 as a small tailoring outfit, named Reaz Store 
in DHAKA. It served only domestic markets for about 15 years. In 1973 it changed its name to M/s Reaz 
Garments Ltd. and expanded its operations into export market by selling 10,000 pieces of men's shirts 
worth French Franc 13 million to a Paris-based firm in 1978. It was the first direct exporter of garments 
from Bangladesh (Sarker, 2011). Till the end of 1982, there were only 47 garment manufacturing units. The 
breakthrough occurred in 1984-85, when the number of garment factories increased to 587. The number of 
RMG factories shot up to around 2,900 in 1999. Bangladesh is now one of the 12 largest apparel exporters 
of the world, the sixth largest supplier in the US market and the fifth largest supplier of T-shirts in the EU 
market. The industry has grown during the 1990s roughly at the rate of 22%. The growth of the industry in 
terms of number of units and employment generation is shown in following graph. In FY 2014, there are 
4222 garments factories and about 4 million employees engaged in RMG sector, 85 percent of them are 
women. According to BGMEA, 30 percent capacity of RMG sector is unutilized due to lack of skilled labor 
force. Since 2005, employment in RMG sector increases from 2 million to 4 million in FY 2014. As well as 
number of active factories increased from 4107 to 5600 in 2012-13. However, in 2013-14 the numbers of 
factories were 4222 as shown in figure 1 (Hasin, 2015).  
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Fig: 1 Growth of Garments factories and Employment in Bangladesh (Source: BKMEA Database - 2015) 

Bangladesh is the second largest exporter of RMG to European Union which gained 12 percent market share 
in FY 2012. The country also had a significant 4.6 percent market share of exports of US market (Asian 
Development Bank, 2013). The exports of Bangladesh RMG to other countries like Australia, Canada, 
China, India, Japan and Turkey have been expanding. If Bangladesh cannot protect and serve the workers’ 
rights in the garment factories, she might face rapid fall in RMG exports. The challenge on the reduction of 
export  had been forced to the government after the collapse of the unauthorized building called ‘Rana 
Plaza’, at Savar which killed more than one thousand garment workers’. USA suspended Bangladesh from 
getting the benefits of Generalized System of Preferences (GSP). European Union warned that Bangladesh 
might get suspension from getting preferential trade access if the country delays to take immediate steps to 
improve labor standards (The Daily Star, May 06, 2013). The European Union demands for immediate 
improvement of labor standards and factory conditions. If Bangladesh fails to do so European Union might 
also consider suspending Bangladesh from getting duty free access to its market. Bangladesh has to act 
quickly to prevent suspension as European Union is the country’s top trading partner which accounts for 
about 60 percent of her total exports (The Daily Star, May 06, 2013). 

6  Lean Manufacturing in general 

In the late 1980s, the term Lean Production was introduced in the book titled “The machine that changed the 
world” written by Womack, Jones & Roos (1990). “The idea of lean thinking comprises complex cocktail of 
ideas including continuous improvements, flattened organizational structures, team work, elimination of 
waste, efficient use of resources and cooperative supply chain management” (Green, 2000, p.524). Lean 
Manufacturing can be defined as: “A systematic approach of identifying and eliminating waste (non-value-
added activities) through continuous improvement through ensuring the product at the pull of the customer in 
pursuit of perfection (Nash et al.,2006)." According to the National Institute of Standards and Technology 
Manufacturing Extension Partnerships Lean Network, USA, lean refers to systematically identifying and 
eliminating waste through continuous improvement using the pull production with a view to get perfection 
(Kilpatrick, 2003). Lean thinking focuses on value-added flow and the efficiency of the overall system. A 
part sitting in a pile of inventory is waste and the goal is to keep product flowing and add value as much as 
possible. The focus is on the overall system and synchronizing operations so that they be aligned and 
produced products at a steady pace. Lean manufacturing is a manufacturing philosophy that shortens the time 
between the customer order and the product build/shipment by eliminating sources of waste (Shingo, 1996). 
The  popular  definition  of  Lean  Manufacturing  and  the  Toyota  Production  System, is a comprehensive 
set of techniques which, when combined, allows you to reduce and eliminate the wastes. This will make the 
company leaner, more flexible and more responsive by reducing waste (Wilson, 2009). 
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There are five core concept of lean manufacturing as identified by Womack & Jones (1994) as shown in 
table 1. 

Ser Concepts Details 

1 Value specification in the eyes of the customer Need to specify what creates value from 
customer's point of view. 

2 Identifying the value stream and eliminating 
waste 

Need to identify all the activities (value 
stream) necessary to produce a product 
and eliminate all non-value added 
waste. 

3 Making the flow of the value at the pull of the 
customer  

Make those actions that create value 
flow without interruptions at the pull of 
the customer. 

4 Empowering and involving the employees  Need to empower and involve the 
employees at the decision making. 

5 Continuously improving for getting perfection Need to focus on continuous 
improvement for the perfection. 

Table 1: Core Concepts of Lean [Sources: Womack et al. (1994)] 

Waste is any aspect of task or activity that does not add value to product.  Waste is cost that buyer (customer) 
is not willing to pay for; it is any activity which does not transform product as per customer requirement. 
According to Toyota Production System, there are eight categories of waste found in manufacturing. These 
wastes reduce production efficiency, quality of work as well as increase production lead time. The categories 
are Overproduction, Excess Inventory, Waiting, Excess motion, Excess transportation, Dis-connectivity, 
Rework and Over processing.  
 

7  Findings and Analysis 

Traditional Vs. Lean Manufacturing Process – Adury Apparels Ltd 
In Adury Apparels Ltd., there are three manufacturing processes to convert raw material into final product. 
Two practices are found in Adury, traditional practice and lean practice. To be competitive in manufacturing, 
Adury Apparels Ltd. introduced lean manufacturing into their production system. In traditional method, 
cutting, sewing and finishing floors are separate. Material flows from one floor to another floor. So, in 
traditional method, material flow pattern follows vertical flow system. In Lean method, cutting, sewing and 
finishing process are on same floor. There is less transportation, good communication among processes, less 
WIP compared to the traditional method. Therefore, material flow follows a horizontal flow system in lean 
method. Comparative study between Lean and Traditional manufacturing system relating to  each process are 
discussed below:  

Traditional Vs. Lean - Cutting Process  
Cutting is the first process of material transformation in Adury Garment Industry. Out of two cutting floor, 
one floor is totally converted to lean method and another floor is running in traditional method. One of the 
important operations of cutting is fabric laying. Laying method is totally manual in both traditional and lean 
method. So, utilization of labor is an important factor while laying. In traditional practice, there are 10 
workers involved in laying operations. Thus, in most of the time workers are either idle or doing unnecessary 
activities. On the other hand, in lean method, laying is done by 2 workers where labor utilization is 
maximized. Besides, in traditional method, there is underutilization of table space. As the length of marker is 
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big, worker seat on the table for laying, some space is occupied by inventory of previous order. In lean 
method, two laying are performed at the same time from both side of table, thus space utilization is 
optimized. There is no excess inventory in lean method. Introduction of Kanban system reduces excess 
inventory between sewing and cutting. In traditional method space under the table is disorganized. In lean 
method, space under the table is used to keep kanban, thus space utilization increases.  
 
Traditional Vs. Lean - Sewing Process 
Sewing is the center of garments manufacturing process. Main transformation is accomplished at this stage. 
In traditional method, Operations layout pattern is straight line, which is long layout. According to operation 
management we could call this layout as Product layout.  Input from cutting is delivered by big poly bag. 
Average bundle size is 25 to 30 pieces, which impacts on throughput time. As one operator has completed 
one full bundle then he/ she starts working on next bundle. Besides, there is bundle open and close time 
which also impact on throughput time and Standard Minute Value (SMV). In traditional practice, every 
worker is thinking about his own hourly output rather considering about line output. That is why at the end of 
the day there is huge Work in Progress inside line. As the line layout is long it is hard to balance between 
workers by team concept. Traditional practice worker do not concentrate on product quality they only focuse 
on production rate per hour, that is why when order quantity is small there is high quality defect found by 
end line quality checker. But if the order quantity is big then defects rate is comparatively low. In traditional 
method, SMV is quite big compared to the lean method, as there is bundle handling time, matching time and 
marking time. Besides in traditional practice each operator is assigned with one operation there is 
combination of operation. If two similar machine operations are combined then one picks up and dispose 
time is reduced. Due to long layout, it is hard to balance among workers, thus there is waiting time among 
workers. Finally at the end of the day efficiency of the line goes down. In traditional line, it is regular 
practice to work excess overtime to meet daily production target. According to compliance rule, each worker 
could work each day 2 to 3 hours extra as overtime besides his/ her regular 8 hours working time, not more 
than that.  In traditional practices for example in a Polo shirt line there are 37 operations, total SMV is 9.80 
minutes. Total number of labor is 60 out of those machine workers 46, helpers 10 and 4 quality checkers.  

In Lean Method, operations layout pattern is zigzag, which is in small layout. It is a flexible manufacturing 
system compare to traditional practice. According to operation management we could call this layout as 
group layout. Input from cutting is delivered by kanban box where inputs are well organized and visual. To 
control inventory between cutting and sewing, maximum 4 kanban are allowed in sewing. When it turns into 
2 then a signal is sent to cutting for sending next input. Even accessories are sent with Kanban from cutting; 
so that supervisor has less effort to organize those and there is lesser chance to attach wrong level to body. 
Instead of small bundle full cake of cut fabric send to sewing, there is no bundle opening and closing time by 
machine operator. In lean manufacturing, workers are more focused on team output rather than individual 
work. As a result they work as a team and help each other thus balance themselves as per required takt time. 
For proper balancing a machine worker carries out two operations. Thus, workers’ waiting time is reduced 
and labor utilization is increased which impact on efficiency. Even they focus on quality, like in every 5 
pieces, one piece is checked by worker to ensure quality from needle point rather than end line quality 
controller. Material flow is much faster in lean method as worker passes 10 pieces between operations. Due 
to integrating lean method, sewing lead time reduces and efficiency increases. As efficiency increases, it 
reduces extra overtime hours. To sustain efficiency level Adury management introduced production incentive 
based on efficiency level thus floor people find a new  way to enhance their earning. In lean method for a 
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Polo shirt line, there are 28 operations. Total SMV is 6.65 minutes. Total number of labor is 18 out of them 
machine workers 16, helpers one and one quality checker. As in lean method, finishing is integrating with 
sewing team. It creates further benefit to them which will be discussed in finishing process. 

Traditional Vs. Lean - Finishing Process 
Finishing is the final stage of garments manufacturing process. Finishing operations are mainly manual jobs 
(hand work) which do not require machines. Only for iron and button attachment few machines are used. 
Traditional practice, sewing and finishing are in separate section. Adury have separate finishing section 
including packing section, where management and worker are separate than sewing. Instead of focusing on 
final objective, a batch of worker is doing same job, thus repetitive works take place which results longer 
lead time and less efficiency. Since similar skilled worker grouped together to perform a job, this layout is 
called Process layout.  In packing area, final packing of two pieces of Polo shirt is done by 9 persons. After 
implementing lean, this task is done by one person. Thus all repetitive pick up and dispose are eliminated, 
and reduce cycle time as well throughput time is reduced. In Traditional practice, there are 12 steps or 
operations  needed to complete Finishing and Packing operations. Total cycle time of all operations is 259 
seconds or 4.32 minutes. 

In Lean practice, Finishing is incorporated with sewing. Thus it reduced overhead cost, reduced lead time of 
manufacturing and increased efficiency. A small team of 4 to 5 workers work together and help each other 
thus they maintain balance among them and ensure maximum product flow. Size is segregated in finishing 
and put into trolley. So, there is no repetition of activity of size segregation in packing. Reliability among 
sewing and finishing team is established. If there is any sewing defect found, that is corrected immediately 
rather than waiting for long time in traditional system. Repetitive elemental activities are removed from new 
operation based on final objective, thus cycle time is reduced. In Lean practice, there are 5 steps or 
operations needed to complete Finishing and Packing operations. Total cycle time of all operations is 201 
seconds or 3.35 minutes. The team completes up to poly bagging. After that it is passed through needle 
detector. Then based on size ratio final packing is completed.  

Test of Hypotheses and Analysis 

There is a significant difference in supply chain performance between traditional and lean manufacturing 
process  

The stated hypothesis has been tested with the primary data collected through a questionnaire survey. The 
details of the test have been put in Table 2. The supply chain performance averages have been calculated for 
both lean and manufacturing process of Adury Apparel Ltd. The required test has been conducted to find out 
the significant differences amongst selected performance measurement between two manufacturing process. 

Indicators 

Average Variance Test 
(assumed equality of 

variance) 

Mean Test 
(assumed equality of mean 

differences) Tradition Lean 

  F-statistic p-value t-statistic p-value 
Efficiency 0.41 0.59 0.95 0.33 14.01 0.000 
Produced 
Minute 6464.39 8849.66 3.50 0.064 5.82 0.000 

Quality (RFT) 0.93 0.96 0.45 0.50 22.73 0.000 
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Space 
Utilization 70.96 112.51 1.78 0.187 4.92 0.000 

Lead Time 51.43 27.78 140.76 0.000 -19.79 0.000 
Labour 
Turnover 0.066 0.031 57.70 0.000 -9.34 0.000 

Absenteeism 0.084 0.039 40.38 0.000 -10.62 0.000 
Average Wage 6670.25 6982.87 2.22 0.14 0.616 0.540 

Table 2: Hypothesis Testing [Source: Field Survey, 2016] 

The test result suggests that seven performance measurements out of eight are significantly improved in Lean 
compared to traditional manufacturing process. One of the eight measurements i:e Average Wage is  
increased in lean manufacturing from traditional manufacturing process but the improvement or increase in 
average wage is not significant. Average wage should also be significantly improved in lean manufacturing 
but result shows improvement is not satisfactory. One of the possible rationales for insignificant 
improvement of the average wage is that owners are reluctant to increase wage level for lean manufacturing 
process though company is experiencing significant improvement in all supply chain performance 
measurements. 

The test (shown in Table 3) suggests that with the switching from traditional to lean manufacturing process 
all the performance measurements improved in the expected direction at 1% level of significance except for 
average wage. 

Dependent variable Regression Coefficient 
(0=Traditional & 1= Lean) Intercept R-square Adjusted R-square 

Efficiency 0.178*** 0.41 0.76 0.75 
Produced Minute 0.137*** 3.80 0.35 0.34 
Quality (RFT) 0.030*** 0.93 0.89 0.89 
Space Utilization 0.212*** 1.81 0.33 0.32 
Lead Time -0.265*** 1.71 0.91 0.91 
Labour turnover -0.36*** 0.06 0.58 0.58 
Absenteeism -0.045*** 0.08 0.65 0.64 
Average wage 0.016 3.80 0.01 0.01 

Table 3: Regression Analysis [***significant at 1% level] 

However, wage has also been increased for the employers but still requires associating wage level with level 
of output workers delivering following the lean manufacturing process.   

In order to identify how the performance indicators in lean practice influence each other’s, the Pearson 
correlation coefficient has been calculated and tested (shown in Table 4). Result shows that among the eight 
indicators some are positively correlated, some are negatively, and some others indicators has no correlation 
between each other. 
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 Efficiency Produced  
Minute 

Quality Space  
Utilization 

Lead  
Time 

Labour 
turnover 

Absentee
ism 

Average 
wage 

Efficiency 1        

Produced 
Minute 

0.31* 1       

Quality 0.12 0.23 1      

Space 
Utilization 

0.39*** 0.88*** 0.29* 1     

Lead Time 0.19 -0.23 -0.08 -0.29 1    

Labour turnover -0.52** -0.29 0.35* -0.24 0.04 1   

Absenteeism -0.64*** -0.16 -0.12 -0.37** -0.39** 0.10 1  

Average wage 0.72*** 0.58*** 0.04 0.71*** 0.03 -0.45** -0.74*** 1 

Table 4: Regression Analysis [***significant at 1% level, ** significant at 5% and * significant at 10%] 

The correlation between efficiency and produced minutes is found 0.31, indicates if efficiency increases then 
the produced minutes will also increase. In case of labor turnover and absenteeism, efficiency is found to 
play significant negative role that means if efficiency increases, then labor turnover and absenteeism 
decrease significantly. It is also found the increment in average wage resulted in less absenteeism in the 
organization. Correlation analysis also suggests that there are relationships with one performance 
measurement with the other at 10% level of significance. Efficiency has significant relationship with all other 
performance measurement except for quality and lead time. Though quality and lead time also have 
relationship with efficiency but not significant; implying that there are few other reasons accountable for 
improvement of these two performance measurements.  
8  Conclusion  

This study gives an overview of Bangladesh readymade garment industry, the employment opportunity 
created by this industry and the contribution of this sector to national economy. Besides, it gives a conceptual 
discussion on lean manufacturing, its principle, concept, wastes and different lean tools. Then it visualizes 
the changes in working method through lean practice in selected readymade garments, Adury Apparels Ltd. 
Finally it measures the performance of supply chain indicator between traditional and lean method in Adury 
Apparels Ltd. From data analysis, it has been found that, on an average, efficiency has been improved 44% 
following the lean method of production. Then lead time has been reduced up to 45%. Besides, there are 
improved results in quality performance (RFT). These three indicators represent how lean could help a RMG 
factory on their key challenging areas where they need improvement to survive on international competition.  
The study also observed a significant amount of reduction in absenteeism (57%) and labor turnover (50%) 
with the introduction of lean manufacturing practice in Adury Apparels Ltd.  
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Abstract 

This study is about measuring factors that create obstacles in developing Green Banking in 
Bangladesh. To identify the actual obstacle, a descriptive study has been conducted on 10 
banks which are currently involved in Green Banking activities. The data were gathered 
through a set of questionnaires. The result indicated that 16 variables regarding obstacles 
involved in Green Banking were interrelated and based on the interrelationship we were able 
to identify four factors such as strategic regulatory factor, business operation factor, 
environmental factor as well as legal factor. These factors will help us to have an insight 
about major obstacles and also will help the government to regulate the bank as well as to 
take future initiatives to develop the Green Banking system. Results of rank order data 
showed that unawareness of customers and absence of experts are strong obstacles of 
practicing Green Banking activities in Bangladesh. 

Key Words:  Green Banking, Green Banking in Bangladesh, CSR 

Introduction 

Banking sector is one of the most important sources of financing investment for 
commercial projects. It is a premier economic institution for development. For this reason 
the banking arena can participate in promoting environmentally-sustainable and socially 
accountable investment. Banks do not involve themselves with environmental protection 
directly, but they can possibly facilitate a banking connection among several investment 
related projects engaged in environmental healthy programmes. 

In Bangladesh, the Green Banking concept has entered the public domain through the 
circulation of policy guidelines by the Bangladesh Bank (BB). 'Green Banking Policy' 
(Green Banking Csrd Circular No. 04 dated August 11, 2013) calls for protecting the earth 
from possible ecological catastrophes prompted by endless global warming with the rising 
tendency of carbon emission and further ecological pollutions, in order to ensure the 
stakeholders move towards Green Banking. 
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Green Banking specifies support towards environment responsive practices in banking 
activities. The core purpose of this banking is to guarantee the utilization of organizational 
resources in support of the environment and society. It is a fact that people are concerned 
about environmental degradation, especially the rising of global temperature which results 
in the melting of the glaciers and ice-bergs in the polar region. Consequently, this has 
given rise to the sea level, which will directly affect the low lying countries of the world 
like Bangladesh. The people of the world are also concerned about the increase of Green 
House Gases and Chlorofluorocarbons (CFCs) and thereby depletion of Ozone layer. Each 
and everybody, especially the professionals, must have a greater role to check 
environmental degradation. In recent years, the contribution of the banking sector has been 
significant for saving the environment through their CSR, investment or other activities, in 
the name of Green Banking. 

A major concentration part of Green Banking is to save the environment. Banks and 
building societies are being encouraged to take environmental issues fully on board, both 
with regard to their own use of resources, and to help the consumers to minimize the 
negative impact of their conduct on the environment. The ranges of Green Banking activity 
cover the issues from being prepared to lend to environmentally beneficial industries, to 
encourage commercial borrowers to save energy (and costs) and to reduce emissions 
(Bangladesh Bank, 2012). 

This study was undertaken to find out the obstacles faced by bankers involved in Green 
Banking which was supposed to help varied beneficiaries like bankers, environmental 
analysts, information seeking students etc. It can inspire further studies for the 
environment analyst by providing some usable information. It can also help the bankers to 
figure out the major obstacles to implement the Green Banking Policy. To find out the 
major obstacles we undertook 16 variables based on previous literature review, such as 
response of business, unawareness of customers, less priority given to Green Banking, 
financial obstacles, technical obstacles etc.  Focusing on those variables, in this study we 
attempted to generate the factors of obstacles faced by bankers involved in Green Banking 
activities.  

Literature Review 

A Green Bank is an ethical bank, a socially responsible, sustainable and a bank that 
follows ethics (Md. Maruf Ullah, 2013). Green Banking provides innovative green 
products, supports activities that are not hazardous to the environment and helps conserve 
the environment. Besides, Green Banking has a role to safeguard the planet from unusual 
weather patterns, rising greenhouse gas emissions, and declining air quality, with the aim 
of ensuring sustainable economic growth (Bangladesh Bank, 2012). 

Alice Mani (2011) indicated that as Socially Responsible Corporate Citizens (SRCC), 
banks have a major role and responsibility in the enhancement of governmental efforts 
towards substantial reduction in carbon emission. Banks can promote practices and 
initiatives of Green Banking for sustainable development.   
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Green Banking involves a two pronged approach. So, to implement Green Banking firstly, 
banks have to focus on the green transformation of internal operation of all banks. It means 
that all the banks should adopt an appropriate way of utilizing renewable energy, 
automation, and other measures to minimize carbon footprint in banking activities. 
Secondly, all banks should adopt environmentally responsible financing; particularly in 
supporting and fostering the growth of upcoming ‘green’ initiatives and projects (Millat, 
Chowdhury and Singha, 2012)     

In fact, “Green” was understood by the general public to mean “environment friendly.” By 
Green Bank, it means that the applicant is a banking company that fosters and promotes 
pro-environmental issues. Basically, a bank which is socially responsible, environmentally 
cognizant and follows a path of sustainability with automation and efficiency is called a 
Green Bank. Different scholars define Green Banking in different ways. A report titled 
‘Recent Reform initiatives of Bangladesh Bank’ argues that Green Banking contributes to 
the transition to resource-efficient and low carbon industries i.e., green industry and green 
economy in general. It also indicates that Green Banking is those banks that help to create 
a favorable impact on environment.  

Former Governor of Bangladesh Bank, Dr. Atiur Rahman said-“We have to change our 
mindset about environmental issues for making a better future through greening our mind 
through the name of Green Bank.” Besides Dr. Atiur Rahman and Mamun Rashid, ex-
managing director of Citibank NA, also explained- “It is the time to focus on protecting 
our planet through initiating Green Banking, because the main objective of Green Banking 
is to protect environment through pursuing environment friendly financing policies.” Shah 
Md Ahsan Habib, director (training) of BIBM said that the banks should prioritize the 
sectors that promote environmental practices for investment. The banks can also launch 
green initiatives with their own business operations through pursuing cost cutting, 
recycling of materials and equipments and waste minimization strategies. The financial 
institutions should initiate ‘green office guide’ to help protect the eco-system. For instance, 
banks can do this by using online communication instead of printed documents, 
installation of energy efficient equipment, use of filtered water in place of bottled water 
and encouraging usage of energy efficient cars are some of the examples of practicing 
green business (Hayder, 2012). 

Green Banking practices are generally considered different from CSR practices in the 
banking sector of Bangladesh. Most financial institutions in Bangladesh have not 
integrated CSR in their routine operation, rather they are in the form of occasional charity 
or promotional activities (Rahman, 2009). The CSR that includes mainly philanthropic 
activities of banks generally covers education, health, disaster relief, sports, arts and 
culture, environment etc. 

According to Bangladesh Bank (2010) only one Private Commercial Bank (PCB) and one 
Foreign Commercial Bank (FCB) have directly intervened on environmental issues in 
2009 as part of their CSR activities. However, during the 2008’s and 2009’s, five PCBs 
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and one FCB have taken direct measures in providing aid and rehabilitation programs that 
they considered necessary for the people affected in natural disasters. 

In recent years, some banks of the country have undertaken remarkable steps covering 
plantation, resource saving, financing green initiatives etc. It is encouraging that the overall 
CSR expenditure (that includes expenditure on environmental initiatives) of banks have 
increased significantly from BDT 226 million in 2007 to BDT 3896 million in 2010. A 
‘BIBM survey data’ was made public as of June 2011 which shows that only 1 to 16 
percent banks have environmental policies. Hence to foster Green Banking practices in the 
country, BB formulated the ‘Green Banking Policy and Strategy framework’ and 
‘Environmental Risk Management Guidelines’ in a consultative manner. 

Recently Dr. Atiur Rahman in his study has mentioned that “43 banks have formed Green 
Banking Unit and 29 banks have introduced Green Office Guide and Bangladesh bank is 
closely monitoring the activities of those banks to flourish the concept of Green Banking.” 
But, after exploring the ideas it was revealed that due to some obstacles its popularity did 
not expand rapidly. Our study will focus on those obstacles. 

Different writers and researchers give us an insight about diverse barriers involved in 
Green Banking; which help us to specify the factors regarding obstacles. Ms. Neetu 
Sharma et al (2014) argued that customers are mostly unaware about the different issues 
and benefits of Green Banking activities. 

Vikas Nath (2014) explained that huge operational cost and less priority on green customer 
creates obstruction in the development of the Green Banking system, hence green business 
is much technical oriented which also interrupts its development.  Also Dr. Atiur Rahman 
(2012) said “Most of the banks are giving less priority on Green Banking and bankers treat 
it as a loss in their business, which also interrupts development”. 

Apart from those, Theodore Kalantonis (2010) discussed about the obstacles of Green 
Banking in the Second Sustainable Summit, held in Copenhagen (October, 2010) where he 
referred green skepticism, state bureaucracy, absence of expert, economic crisis and legal 
framework of the country, etc. are the problems of flourishing the concept of Green 
Banking. 

Moreover, Mr. Nigamananda Biswas (2011) has noted that creating paper less business or 
on-line banking is a means of Green Bank-generated higher operating cost for banks. He 
also explained it as a diversified sector of investment which contributed in enhancing cost. 
Furthermore, eco-friendly products are not much attractive to the consumers. So, it is 
difficult to derive competitive advantage by producing such types of banking products 
(Sahoo and Nayak, 2008). 

Based on the above literature review, 15 variables of obstacles were collected and only one 
was collected based on the observation of the authors in the context of Bangladesh. 
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Through this study, we have tried to find out the factors and dimensions of the obstacles to 
develop Green Banking in Bangladesh.  

Objectives of the Study 

The broad objective was to measure the factors of obstacles to develop Green Banking in 
Bangladesh. The specific objectives are to identify obstacles involved in Green Banking, to 
find out the variables regarding obstacles involved in Green Banking, to find out the 
factors of those obstacles and to develop a perceptual map of those obstacles which will 
help us to have an insight into the bankers’ perception about Green Banking. 

Hypotheses 

We conducted this study based on some pre-specified hypotheses which are given below: 

H1:  Obstacles regarding Green Banking are interrelated. 

H0: Obstacles regarding Green Banking are not interrelated. 

These hypotheses will help us to find out the factors regarding obstacles faced by the 
bankers involved in Green Banking, which will assist the banker to take decisions about 
future Green Banking system implementation. 

Methodology 

This study was carried out using descriptive research. So, a survey was conducted to 
explore the relationship among the relevant variables about obstacles involved in Green 
Banking. Data were collected through a structured survey questionnaire. In order to 
conduct the survey, a sample frame was developed based on 43 banks which formed Green 
Banking Unit. From the 43 banks, we had selected 10 banks by using stratified sampling 
technique (Norash K. Malhotra, 2008). 

From each of the banks, we have collected information from five persons, amongst them 
one is representing the top management, two from mid level employees and two from 
lower level employees. So, our total sample size was 50. From the 50 samples, we 
collected information about the variables of obstacles which we have found from previous 
studies. To conduct the survey a set of structured questionnaires was developed by using 5 
point Likert scale. There are dichotomous questions and multiple choice questions. The 
collected data were tabulated in the computer and the final analysis was performed on 
statistical software (SPSS version 17) to find out the factors of obstacles. We conducted a 
factor analysis to find out the dimensions of factors. We also conducted MDSS analysis. 

Results and Findings 

To find out the interdependence among the obstacles to implement Green Banking, we 
conducted a factor analysis on 16 variables regarding obstacles that we collected from 
previous studies. Those variables about obstacles are: response of business, 
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unawareness/ignorance of customers, lesser priority given to Green Banking, financial 
obstacles, technical obstacles etc. 

Based on these variables when we  conducted the factor analysis, we found that the  
variables are interrelated as KMO and Bartllet test result, where null hypothesis of Factor 
analysis, is rejected because level of significance is .00000 <.05 or .01(Table-1). So, we 
can say that obstacles involved in Green Banking are interrelated. So, based on the 
interrelation of these obstacles we will be able to find out factor. We found four factors; 
which are shown in Rotated Component Matrix (Table-2). 

KMO and Bartlett's Test 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .710 

Bartlett's Test of Sphericity Approx. Chi-Square 488.043 

Df 120 

Sig. .000 
 

Table-1: KMO and Bartlett’s Test of major obstacles 

 

 

Rotated Component Matrixa 
 Component 
 1 2 3 4 

response of business  .864   

unaware customer   .832  

less priority .511  .525  

financial obstacle  .867   

technical obstacle  .566   

losing business  .746   

customer support  .547 .591  

legal system regulation    .821 

inability to derive 
competitive advantage 

   .736 

diversification matters .736    

operating costs  .772   

green skepticism .597    

current economic crisis   .707  
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state bureaucracy .834    

changes in legal and tax 
framework 

.718    

presence of 'experts' .686    

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

 

a. Rotation converged in 7 iterations. 
      Table-2: Rotated Component Matrix of Obstacles 

  

By observing rotated component matrix, we found four factors that act as barriers for 
banker involved in Green Banking named “Component”. Here component 1 incorporates 
the variables, less priority by Green Banking, hard to diversify, green skepticism, state 
bureaucracy, legal and tax frameworks and absence of expertize. Whereas Component 2 
includes the variables, response of business, financial obstacles, technical obstacles, losing 
business opportunities and operating costs. Besides those, component 3 integrates 
unawareness amongst customers, customer support and current economic crisis. The legal 
system regulation and inability to derive competitive advantage is assigned under 
component 4. Now, we can assign a name to each component, based on the nature of 
variables of each component and the question of factor. Here, component 1 is named as 
strategic regulatory obstacle, and component 2 is known as business operation obstacles; 
component 3 is known as environmental obstacle; and the component 4 is named as legal 
obstacle. So, we can say that there are four factors, named as strategic regulatory obstacle, 
business operation obstacle, environmental obstacle and legal obstacle involved in Green 
Banking. Among these factors,  the first factor  known as strategic regulatory obstacle 
incorporates the less priority given to Green Banking , hard to diversify, green skepticism, 
state bureaucracy, legal and tax framework and absence of experts, factors. Among those 
strategic regulatory obstacles, State bureaucracy (.834) is the most important variable 
according to its points in Rotated Component Matrix. The next variables are hard to 
diversify (.736), legal and tax framework (.718), absence of experts (.686), green 
skepticism (.597) and less priority given to Green Banking (.511) are comparatively more 
important to the bankers. The other factors known as business operation obstacle 
incorporates  the variables  response of business, financial obstacle, technical obstacle, 
losing business opportunities, and operating costs.  Of these variables financial obstacle 
(.867) and response of business (.864) are the most important variables, according to its 
points in Rotated Component Matrix. Then the next highest rated variables are operating 
costs (.772) and Losing business opportunities (.746) which are getting the attention of 
bankers. In addition to these variables, technical obstacle (.566) is also sectioned as 
comparatively important. 

Besides these two factors, the other important factor is environmental obstacle which 
includes unawareness/ignorance of customers, customer support, and current economic 
crisis.  From these variables, unawareness of customers (.832) is the most important 
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variable according to its points in Rotated Component Matrix. Then Current economic 
crisis (.707), customer support(.591) are comparatively more important variables. Then, 
the last factor which is known as legal obstacles includes legal system regulation and 
inability to derive competitive advantage. From these two variables, Legal system 
regulation (.821) is the most important variable according to its points in the Rotated 
Component Matrix. Then inability to derive competitive advantage (.736) takes its place. 

From this factor analysis of measuring obstacles in getting involved in Green Banking, we 
developed a figure which can be named as “Obstacles to Green Banking”.  This figure is 
shown below.  
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However, we can develop a perceptual map of obstacles  involved in Green Banking based 

on the dimensions of bankers thinking, which can be derived from MDSS analysis. Since it 

is a very difficult task to interpret more than two dimensions of human thinking, we have 

developed two dimensions of bankers’ thinking about the major obstacles involved in 

Green Banking. Later, factor analysis permits us to develop a four dimensional perceptual 

map where Eigen Value is more than one. The two dimensional perceptual map of 

obstacles in Green Banking is demonstrated in Figure-2: 

 

 
Figure-2: Perceptual map of Obstacles 

 

In the figure, we see that current economic crisis (mo_13) and Green skepticism (mo_12) 

are very important variables in both factors/components. Then consequently, technical 

Here, 
mo_1 Response of business 
mo_2 Unawareness of customers 
mo_3 Less priority given to Green 
Banking 
mo_4 Financial obstacles 
mo_5 Technical obstacles 
mo_6 Losing business opportunities 
mo_7 Customer support 
mo_8 Legal system regulations 
mo_9 Inability to derive competitive 
advantage 
mo_10  hard to diversify 
mo_11 Operating costs 
mo_12 Green skepticism 
mo_13 Current economic crisis 
mo_14 State bureaucracy 
mo_15   legal and tax framework 
mo_16 absence of Experts 
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obstacle (mo_5), losing business opportunities (mo_6), less priority given to (mo_3) etc. 

are noted the second highest in the perception of bankers. 

On the other hand, financial obstacle (mo_4) and response of business (mo_1) are 

important variables under component 2 and Legal system regulation (mo_8) and State 

bureaucracy (mo_14) are important variables under component 1. 

According to their importance and impact, the major variables of obstacles were given to 

the bankers to rank them. They ranked them with full attention and the cumulative results 

are shown in the Table-3. 

Rank 1: In the table, we see that unawareness of customer was ranked as 1 by most of the 

bankers (62%). However, some bankers stated less priority given to Green Banking as rank 

1. But it is too far behind from unawareness of customers. It was ranked as 1 by only 12% 

bankers. 

Rank 2: In the table, we see that technical obstacle (16%) and absence of experts (16%) 

both are ranked as 2 by most of bankers. Then, customer support (14%), less priority given 

to Green Banking (12%) and current economic crisis (12%) were in the next highest 

position. 

Rank 3:  According to the table, we found that less priority given to Green Banking (20%) 

was ranked as 3 by most of the bankers. Then, customer support (12%) got the second and 

technical obstacle (10%) and absence of experts (10%) both got third position in rank 3. 

Obstacles Rank 1 Rank 2 Rank 3 Rank 4 Rank 5 
Response of business 8% 2% 4% 6%   

Unawareness of customers 62% 10% 2% 6% 4% 
Less priority given to Green Banking 12% 12% 20% 12% 10% 

Financial obstacles 6% 8% 8% 6% 4% 
Technical obstacles 2% 16% 10% 10% 16% 

Losing business opportunities       2% 4% 
Customer support   14% 12% 10% 10% 

Legal system regulations     4%   4% 
Inability to derive competitive advantage   2% 8%     

 Hard to diversify   4% 6% 2% 4% 
Operating costs   2%   10% 4% 

Green skepticism 2%   4% 8% 6% 
Current economic crisis 2% 12% 4% 6% 8% 

State bureaucracy 6% 2% 2% 4% 6% 
  legal and tax framework     6% 4% 10% 
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absence of Experts   16% 10% 14% 10% 
  100% 100% 100% 100% 100% 

Table-3: Cumulative results of Rank order data of obstacles regarding GREEN BANKING 

Rank 4: In the table, we see that absence of experts (14%) was ranked 4 by most of the 

bankers. Then, less priority given to Green Banking (12%) got the second and, technical 

obstacle (10%), customer support (10%), operating costs (10%) took the third position in 

rank 4. 

Rank 5: From the table, we find that technical obstacle (16%) was ranked 5 by most of the 

bankers. Then, less priority given to Green Banking (10%), customer support (10%),   

legal and tax framework (10%) and absence of experts (10%) took the third place. 

From the overall view point of rank orders, we see that only unawareness/ignorance of 

customers, less priority given to Green Banking, technical obstacle, customer support and 

absence of experts are getting more attention of the bankers. These have received the 1st, 

2nd, 3rd, 4th and 5th rank in several shuffles. 

Conclusion 

Development in environmentally responsible practices by banks or Green Banking is the 

result of a collective effort of all the stakeholders. Although there are lots of obstacles for 

the implementation of Green Banking Policy in our country, those obstacles are not ever 

lasting and can be overcome by the appropriate strategic initiatives of banks and the 

government. This study found four factors indicating obstacles to Green Banking, named 

as strategic regulatory obstacles, business operation obstacles, environmental obstacles and 

legal obstacles. Each of these factors contains different variables regarding obstacles to 

implement Green Banking, though all of the variables do not have the same effect on the 

factor. Hence, variables of individual factors will respond depending on the nature of the 

respective factor. If we can identify the factor under which the variables fall, we will be 

able to predict the response of the variables, we can easily identify – which variables 

would respond how and the strategy necessary to investigate for implementing the Green 

Banking activities of the bank. For rapid change among consumers and businesses, a 

collective endeavour of government, media, NGOs, and banks will be required. An 

isolated effort by the banking communities may not bring much change.  Overcoming 

these obstacles would depend upon the pro-active role of all the stakeholders and a sound 

incentive structure. We believe that this study will help everyone to easily and clearly 

know about the factors regarding major obstacles to Green Banking. 
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An Empirical Review of the Key Elements of Market Orientation in Bangladeshi SMEs 
Performance 

Liton Chandro Sarkar1 
 

Abstract 
 
In the present day context Small and Medium Enterprises (SMEs) can be considered as one of the prime 
contributor to the national economy and a very important instrument for poverty alleviation. In 
Bangladesh, the SMEs account for about 45 percent of manufacturing value addition, 80 percent of 
industrial employment, 90 percent of total industrial units and about 25 percent of total labour force. 
There are about 85 lakh SMEs and microenterprises in Bangladesh. This paper seeks to assess the 
relationship between market orientation critical success factors and Bangladeshi SMEs’ performances.  
Accordingly, we draw on various theoretical perspectives to develop hypotheses that propose market 
orientation as the key antecedent to organizational performance in SMEs. For the research purpose, a 
total of 240 firms were randomly selected. The findings revealed mixed relationship among the 
components of market orientation critical success factors in SMEs performance. Two factors, specifically, 
customers focus and market dissemination were found to have significant relationships with SMEs 
performance. On the other hand intelligence and responsiveness did not indicate significant influence on 
the SMEs performance. Consequently, the result of this study has significant impact on SMEs owners in 
forwarding organizational excellence and they need to focus on such activities that relate to the market 
orientation critical success factors. At the end of this paper, a set of suggestions are given to develop 
market orientation as well as overall SMEs development in Bangladesh. 
 
 Keywords: Small and Medium Enterprises (SMEs); Market Orientation; Performance; Customer Focus; 
Market Dissemination. 

                                                             
1 Assistant Inspector of Colleges, Bangladesh University of Professionals (BUP),  
e-mail: liton@bup.edu.bd 

mailto:liton@bup.edu.bd


1. Introduction 

The economy of Bangladesh has experienced a considerable transformation over last few decades from an 
agricultural base to an industrial thrust. Now the economy needs to intensify its industry-based activities. 
In order to achieve Vision 2021, we also need to shift to a knowledge-based economy. SMEs are called as 
the driving force of an economy. This sector offers job opportunities, creates entrepreneurial spirit and 
innovation. However, these enterprises are often confronted with market imperfections. 

SMEs in Bangladesh have evolved to become key supplier and service provider to large corporations, 
inclusive of multinational and transnational corporations.  Considering the impact of SMEs in Bangladesh 
economy, it is found that almost 90 per cent of the private enterprises are SMEs and about 70-80 per cent 
of non-agricultural workforces are employed. The SMEs contribute roughly 25 per cent of GDP, 40 per 
cent of gross manufacturing output and 25 per cent of the total labor force employment. Thus, in order to 
ensure rapid industrialization and national economic growth through lower capital investment and 
employment generation, there is no alternative to SMEs. The SMEs offer large-scale employment and 
income earning opportunities at relatively low cost especially in the rural areas. Therefore, SMEs also 
strengthens the economic efforts towards attaining high and sustainable economic growth, which is a 
catalyst for poverty alleviation and reduction of socio-economic backwardness. 

Newly formed small businesses might find short-term success with a sales-oriented approach to 
marketing, but a more product-oriented strategy can increase the likelihood of long-term success. A 
product, or market, orientation focuses on pulling customers to you by satisfying an existing need in the 
marketplace, rather than trying to push buyers to you with sales gimmicks. As many small businesses 
learn the hard way, even proven sales promotions such as discounts and rebates can hurt the brand in the 
long-term. 

A firm with a true market orientation knows when the market is not ready for a product or service 
innovation such as a new technology. The firm does not waste marketing resources to introduce a product 
that the market will not accept. Costly strategic mistakes can occur as early as the research and phase of 
the product development. Firms without market orientation may develop a product that turns out to have 
an extremely small market which might be at a great risk for survival. Firmness with a market orientation 
keeps the end user in mind during all phases of product development.  

With a market orientation, the firm owner or marketing manager is constantly scanning the business 
environment to spot emerging trend that the enterprise could take advantage of, either by adapting its 
existing products and services to meet the need of new target markets, or through designing fresh 
solutions for new customer problems that are emerging. In many cases, being the first firm to actively 
pursue an opportunity gives it a competitive advantage. Not only can it build market share ahead of 
competitors, but it can also begin to build a loyal customer base which would be difficult for competitors 
to lure away even if they offer lower prices. Over a period of time the firms which gain the reputation as 
an innovator and consistently supplies products and services to the market those firms become the 
winners. The foundation of this success is the owner or marketing manager’s diligent efforts at 
understanding what do the customers need at the present time and predicting what they would need in 
future. 



Organizational research, management and marketing scholars have, over the years, highlighted the 
importance of developing market orientations in organizations. To this end, in recent years, the subject of 
market orientation has received a great deal of attention from marketing scholars. Most of the empirical 
studies about market orientation were conducted in large-scale firms and ignored SMEs in developed and 
developing countries like Bangladesh for instance. According to Carson (2007), small firms have limited 
resources, lack of specialist expertise and limited impact on the marketplace as compared to large 
companies. Therefore, an absence in this scope had catalyzed researchers to initiate an investigation about 
the relationship between market orientation practices and their contribution to organizational performance 
among Bangladeshi SMEs. This is especially of particular concern for Bangladeshi small to medium sized 
companies, whereby many weaknesses has been identified. All these weaknesses indicate that further 
research needs to be done in the management area in this SMEs sector of Bangladesh.   

This paper attempts to highlight the present state of small and medium size of businesses on the basis of 
some key elements of market orientation indicators. The evaluation of small and medium size businesses 
is done as very little works has been done on this sector. In Bangladesh, SMEs account for a large 
proportion of the total establishments in various sectors. However, as we know, some firms succeed and 
others fail. In Bangladesh, despite the fact that some SMEs have been growing and are successful, some 
of others have been in decline or stagnant. What factors affect business success among SMEs? In view of 
the research issues that are presented above, this study addresses the extent and nature of market 
orientation practices of SMEs in Bangladesh and their relationship with SMEs performance.  The main 
objective of this research is to investigate the relationship between market orientation and organizational 
performance of SMEs in Bangladesh business context. 

2. Literature Review  
 
2.1 The Definition of Small and Medium Enterprises in Bangladesh: 
 
Bangladesh Bank has reset the definitions of small and medium enterprises (SMEs) as per the National 
Industrial Policy Order 2010.The term ‘SMEs’ comprises the following: 

1) Small Enterprises and 
2) Medium Enterprises. 

Small Enterprises: 
Small Enterprise refers to the firm/business which is not a public limited company. A firm or business 
might be characterized as small enterprises if the following criteria are satisfied: 

Serial 
No. 

Sector Fixed Asset other than 
Land and Building (Tk.) 

Employed Manpower 
(not above) 

01.  Service  50,000-50,00,000  25 
02. Business 50,000-50,00,000 25 
03.  Industrial 50,000-1,50,00,000 50 
Source: Bangladesh Bank (Small and Medium Enterprises Credit Policies and Programmes, 2010) 
 
Medium Enterprises: 
Medium Enterprise refers to the establishment/firm which is not a public limited company. An 
establishment or a firm might be considered as medium enterprises when the following criteria are met: 



Serial 
No. 

Sector Fixed Asset other than 
Land and Building (Tk.) 

Employed Manpower 
(not above) 

01.  Service  50,00,000-10,00,00,000 50 
02. Business 50,00,000-10,00,00,000 50 
03.  Industrial 1,50,00,000-20,00,00,000 150 
Source: Bangladesh Bank (Small and Medium Enterprises Credit Policies and Programmes, 2010) 
 
2.2 Market Orientation  
 
The success of SMEs depends on a number of various factors which are multidimensional. Some factors 
are internal and some are external. In a study by Chittithaworn and his colleagues (2013) it has been 
found that some variables significantly affecting business success in Thailand which are: SMEs 
characteristic, customer and market, the way of doing business and cooperation, resources and finance 
and external environment. They examined eight factors which are SMEs characteristics, management and 
know-how, products and services, customer and market, the way of doing business and cooperation, 
resources and finance, strategy, and external environment. Maher Al-Mahrouq (2014) in his case study on 
small and medium enterprises in Jordan identified some influential and positive factors that affect 
business success. He ranked those according to their importance which are technical procedures and 
technology, marketing, structure of the firm, financial structure, productivity and human resources. Jasra 
and his colleagues (2013) examined the role of key success factors in the success of SMEs in Pakistan. 
They also investigated the relationship between the key determinants and the success factors. They found 
some factors have significant relationship with success of SMEs which are marketing orientation and 
strategy, financial resources, technological resources, government support, and business plan and 
entrepreneur skills.  

Market orientation has become an increasingly popular research theme and has received a great deal of 
attention from scholars for a decade (Deshpande & Webster 1993; Ruekert, 1992; Slater & Narver, 2000). 
Hunt and Morgan (2000) agreed that market orientation can provide a solid fundamental for sustainable 
competitive advantage for a company which in turn will accelerate the company performance. Whitehall, 
Lukas, & Doyle (2003) exposed that superior market orientation would lead to superior performance 
whereby most of the top companies are customer oriented. Similar to the marketing concept, customer 
satisfaction has always been put as the main goal of market orientation (Deshpande & Webster 1993; 
Heiens, 2000). This has been agreed upon by experts (Deshpande, Farley, & Webster Jr., 1999) where 
customer and market orientation is viewed as synonymous.  

The term “market orientation” differs from the traditional notion of “marketing orientation” in several 
ways. Firstly, market orientation is no longer a concern of the marketing department but rather of all 
functional departments in an organization. Each of them is focusing on creating superior value for 
customers. Secondly, an organization that is market oriented does not view the marketing department as 
being more important than other departments (Day, 2000; Singh, 2004).  

2.3 Impact of Market Orientation on SMEs’ Performance  
 
According to Larsen and Lewis (2014), market orientation is an important internal influence and has been 
shown to have a positive relationship to organizational performance. Market orientation refers to the 
organization wide generation, dissemination, and responsiveness to market intelligence. Market 



orientation is viewed as a source of sustainable competitive advantage for an organization in that it helps 
to create superior value for customers. Therefore, stressing on market orientation can be expected to result 
in higher business performance of an organization. Many scholars found a positive link between the 
extent of market orientation and business performance. A recent studies conducted by Mokhtar, Yusoff, 
& Arshad (2009) indicated that market orientation still has a positive impact on performance particularly 
of large organizations. 

The market orientation concept does not apply only to consumer or industrial product companies, but also 
to service companies. Orvis (2000) investigated the influence of market orientation on retail store 
performance in the United State and the result supports the positive association between high measures of 
market orientation and high levels of retail store performance. Lancaster and Velden (2004) support that a 
high level of intelligence generation and dissemination (i.e. Understanding present and future needs of 
customers) and performing activities to develop products and services that meet customers wants and 
need will lead to higher levels of performance.  

2.4 Conceptual Framework 
 
Understanding the relationship between market orientation and organizational performance of SMEs in 
Bangladesh business context has been the interest of many researchers but, still there has been limited 
works in Bangladesh. So, in this paper it is attempted to evaluate the key elements of market orientation 
performance of SMEs in Bangladesh. There are two construct variables involved in this study: market 
orientation and organizational performance. Market orientation as the independent construct consists of 
four dimensions: customer focus, market intelligence, market dissemination and responsiveness while 
organizational performance remains one-dimensional. 

 
 
 
 
 
 
 
 
 
 
 
 
 
Fig.1:  Impact of Market Orientation on SMEs Performance 
 

3. Objectives of the Study 
 

I. Investigate the relationship between market orientation and organizational performance of SMEs in the 
Bangladeshi business context.  

II. Put forward some suggestions and recommendations for future growth of SMEs in Bangladesh  
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4. Hypothesis Development 
 
The motive of this research is to examine the association of customer focus, market intelligence, market 
dissemination, responsiveness and organizational performance in SMEs. Based on the literature review 
and research objectives, the following hypotheses were derived:  

H1: Customer focus is positively associated with organizational performance.  
H2: Market intelligence is positively associated with organizational performance.  
H3: Market dissemination is positively associated with organizational performance. 
H4: Responsiveness is positively associated with organizational performance. 
 

5. Methodology 
 
a) Sample Design 
A total number of 300 structured questionnaires were delivered in Dhaka, Chittagong, Khulna and 
Narayangonj was chosen for the purpose of this study. This geographical area has been chosen as they 
represent a large number of SMEs in Bangladesh. 

Sample size determination for interview 

The sample size needed was calculated using the following formula: 
= × ( )  

Here, 
 = sample size 

z = 1.96 at 95% confidence level (two-sided normal variate)  
p = 0.85; prevalence rate, probability of getting population 
e = margin of error= 0.05 

Estimation of sample size: 

= . × . ×( . )
.

 = 196 

Again, N=50,000 (Total population size) 

= 	
	( )

= 196  

 The minimum sample size required is 196. 
 
Required questionnaire to distribute is = × = 230 

Since 230 is enough for distribution, we have provided 300 questionnaires among the respondents to get 
196 responses. Sample has been selected randomly. The individual chosen to answer the questionnaire 
was assumed to have specific knowledge in market orientation. Since the unit of analysis for this study is 
at the organizational level, the Chief Executive Officers (CEOs) or Marketing Managers were the persons 
targeted for the study due to their knowledge. This was also to ensure that they do not encounter 
difficulties while answering the questionnaire. The survey method strategy was employed to collect data 



with regard to market orientation and organizational performance. A total of 300 sets of questionnaires 
were distributed among CEO or Marketing Managers of SMEs, only 280 participants  responded and 240 
were selected to ensure sampling match the ratio of percentage of  gender, age group, and level of 
management they are involved. The Small and Medium Size of Businesses which were taken for the 
studies were grocery shops, tea stalls, retail and wholesale shops, handloom industries, sweet shops, 
hardware shop, stationary, jewelry, furniture, electronics, book shop, handicraft business etc. 

b) Data Collection 
 
All the information incorporated in this report have been collected both from the primary sources as well 
as from the secondary sources. 
 
i. Primary Data Collection 
A structured questionnaire was developed on the basis of some valuable indicators to which the 
respondents were asked to put the right mark against the dichotomous questions (Yes or No) and asked to 
put the quantitative data in given spaces. The individuals chosen to answer the questionnaire were 
assumed to have specific knowledge in market orientation. At the end of each questionnaire there was a 
blank space for mentioning the suggestions to develop market orientation as well as overall SMEs 
development in Bangladesh. 

ii. Secondary Data Collection 
Secondary information has been collected from Ministry of Industries, SME foundation, Bangladesh 
Bureau of Statistics, Bangladesh Bank (BB), BSCIC, MIDAS, Financial Institutions and from other SME 
related organizations, Different Books, National and International Papers, Proceedings, Magazines etc. 

c) Data Processing & Analyzing Technique 
 
The data has been entered and analyzed by statistical package for social science software (SPSS) version 
18. Dependent and independent variables are analyzed by using correlation. It has been used to analyze 
the relationship among different variables. For the convenience of our study, the variables were tested 
using six-point item rating scale. According to Sekaran (2003) the item rating scale measures the distance 
between two points on the scale which help the researcher to compute means and standard deviations of 
the response on the variables. This research does not introduce the midpoint neutral point to avoid the 
respondents from taking an easy choice in answering with the neutral point which requires little effort and 
easy justification. The reason for not using this midpoint is based on the arguments by Krejcie and 
Morgan (2012) that respondents have two types of behavior: survey optimizing and survey satisfying. 
Survey optimizing is when “the cognitive tasks required of survey respondents are typically quite 
burdensome of(sic) people attempt to be fully diligent”. Accordingly, survey satisfying is the 
respondents’ behaviors, which “sometimes look for ways to avoid expanding this effort while maintaining 
the appearance of answering responsibly”. As specified by Krejcie and Morgan (2012), including 
midpoint could lead to decrease in measurement quality.  

Scaling for market orientation introduced by Kohli and Jaworski (1993) known as MARKOR with some 
illustrative examples by Loubser (2005) were adopted and adapted for the study to measure three 
dimensions of the market orientations variables. The three dimensions derived were: (1) generation of 
market intelligence, (2) dissemination of information across the organization and (3) organization wide 
responsiveness toward the information. It measures customer orientation and coordinated marketing in the 



context of information perspectives. In addition to Kohli and Jaworski dimensions on market orientation 
that emphasize on market intelligence and information perspectives, the customer focus dimension 
employed for this study also were adopted.  

Organizational performance constructs measures the degree of perceived performance of the organization 
over the last three years. It was measured with four items adapted from past studies measurement (Kara, 
Spillan & DeShields, 1992; Singh, 2004; Vorhies & Harker, 2000) using a six-point item scale. The pilot 
study was not carried out in this study since the measurements of the study were adopted from past 
established studies. Furthermore, as the organization was employed as the unit of analysis for this study 
and the individual involved as respondents were the top management of the organization, it was very 
challenging to obtain data for the study.  

Descriptive analysis was carried out to acquire a feel of the data to all variables of this study, which took 
into account the mean, standard deviation and percentage of all the variables of interest. Correlation and 
regression analysis were used to identify an association among the major variables under study. 

6. Results  and Discussions 
 
Although there are various types of reliability tests, the most common method used in many studies is 
internal consistency reliability (Lit win, 1995). Cronbach’s alpha is the most common test employed in 
previous studies to test the internal consistency reliability. In this study, Cronbach’s alpha coefficient test 
was carried out to measure the inter-item or internal consistency reliability. 

Cronbach's alpha                                 Internal consistency 

α ≥ 0.9                                             Excellent (High-Stakes testing) 

      0.7 ≤ α < 0.9                                    Good (Low-Stakes testing) 

     0.6 ≤ α < 0.7                                               Acceptable 

     0.5 ≤ α < 0.6                                                  Poor 

    α < 0.5                                                    Unacceptable 

So, it is specified that an instrument which scores of 0.70 and above indicates that the instrument 
possesses a reliability standard. There are situations where the computation of a Cronbach alpha is simply 
not appropriate.  For example, if you try to assess knowledge about a subject matter before and after a 
training or educational program, then you may obtain a Cronbach alpha of 0 at the beginning (indicating 
that people had no knowledge at all about this subject and were answering randomly), but end up with an 
undefined alpha at the end if your intervention is successful (everybody got correct answers). 

 Table 1 below summarises the result of the reliability test. 

 Construct  Cronbach Alpha Coefficient 
Customer Focus  
 

0.83 



Market Intelligence  
 

0.64 

Market Dissemination  
 

0.75  
 

Responsiveness  
 

0.67 

Organizational Performance  
 

0.75 

Overall Market Orientation  
 

0.89 

 
Table 1: Reliability Analysis of Market Orientation and Organizational Performance 
 
In our study, overall Cronbach Alpha Coefficient is 0.755. That means overall data that used is reliable. 
But Market Intelligence and Responsiveness, these two variables do not fulfill the standard requirement. 
Because of lack of information most of the respondents do not know about Market Intelligence and 
Responsiveness.  Since, area of the research is completely new in our country. So, the response might 
vary with great extent but which may be the real case. May be the understanding about the study variable 
is not same for all respondent that also via reason for lower reliability of the responses. 

The result of the reliability test for all the dimensions of market orientation, organizational performance 
and overall market orientation shows that the Cronbach alpha coefficients were above 0.60 and 0.70. 
Thus, this indicated that the measures possess an average to a reliability standard.  

Correlation analysis is used to identify the association among the major variables under study. 
Specifically, the analysis identifies the strength and direction of the linear relationship between two 
variables. For this study, correlation analysis was used to determine the presence of multicollinearity, 
which is a condition that needs to be checked before using multiple regression analysis. Besides scanning 
through the bivariate correlations of all the independent variables to identify multicollinearity problem, 
another approach is to look at the variance inflated factor (VIF) and tolerance value. The general rule of 
cutoff points is that the VIF value should not exceed 10. On the other hand, the tolerance value should not 
be less than 0.10 (Hair et al., 1998; Pallant, 2005). In this study, all the values of VIF did not exceed 10 
and all the tolerance values were greater than 0.10. Table 2 and 3 present the results of the multiple 
regression analysis.  

Multiple regression analysis was conducted to determine the relationship between several market 
orientation variables with a single organizational performance. The variables were subject to satisfying 
the underlying assumptions of multiple regression analysis before the regression test is carried out (Hair 
et al., 1998). Results indicate that the model jointly explained 33.9 percent of the variance of organization 
performance. The model (F= 20.567; sign. F =0. 000) was significant at the 5 percent level. 

Regression coefficients show that among the four market orientation variables, customer focus score is 
the highest (β = 0.159) followed by market dissemination (β = 0.125), market intelligence (β = 0.097) and 
responsiveness (β = 0.009). Two of the predictor variables were found to have statistically significant 
associations with organizational performance. The two variables were customer focus and market 
dissemination at the 0.05 significance levels. Customer focus contributes 29.9 percent and market 
dissemination explains 22.1 percent of the variance in SME’s performance. The result also indicates a 



positive relationship; hence the higher the market orientation practices, the higher the level of SME’s 
performance. 

Table 2: Multiple Regression Result between Market Orientation and Performance 
 
R  R Square   Adjusted R  

Square 
Std. Error of 
the Estimate 

F Sig. F 

.582  .339  .319  .4247 17.288  .000 
 
Table 3: Multiple Regression Result between Market Orientation and Performance 
 
 

Variables 

 

Unstandardized Coefficients 

 

Standardized 
Coefficients 

 

t 

 

Sig. 

B Std. Error Beta 
 
(Constant)  

2.191  .198   11.056  .000 

 
Customer 
Focus  

.159  .005  .299  3.205  .002** 

 
Market 
Intelligence  

.097  .067  .161  1.440  .152 

 
Market 
Dissemination  

.125  .059  .211  2.130 .035* 

 
Responsiveness  

.009  .075  .014  .123 .902 

 
Note: Level of significance: *0.05; **0.01 
 
This research intended to test the relationship between market orientation and organizational 
performance. Market orientation consists of four dimensions which are customer focus, market 
intelligence, market dissemination and responsiveness. Organizational performance stands alone with 
one-dimensional as the dependent variable in this study. Four hypotheses were postulated for each market 
orientation dimension in relation to organizational performance. The result of multiple regression analysis 
shows that overall market orientation variables explains 33.9 percent (R²=0.379) of the variance in 
organizational performance. Among the four construct in market orientations variables, customer focus 
(H1) is the most significant followed by market dissemination (H3) in explaining the relationship towards 
organizational performance.  

This portray that when Bangladeshi SMEs emphasized customer focus (activities in the organization that 
focus on obtaining information and customer satisfaction and other forces that may influence their needs), 
and market dissemination it will lead to higher organizational performance. The results are consistent 
with several studies (Jaworski & Kohli, 1993; Kara, Spillan, & DeShields Jr., 2005; Mokhtar & Yusoff, 
2007) that indicate the positive impact of market orientation dimensions on firm performance. Market 
intelligence must be communicated and disseminated throughout the organization in both formal and 



informal ways. Effective dissemination of market intelligence is seen as a vital act since it provides a 
shared basis for collaborative efforts by different departments. This idea is in line with the importance of 
inter-functional coordination within the organization. 

Surprisingly this study reveals that market intelligence and responsiveness were not significantly related 
to organizational performance among SMEs in Bangladesh. This is in line with other studies that reported 
the non-significant results on the relationship between market orientation dimensions and firm 
performance. Other studies such as Loubser (2005) revealed that market orientation was not significantly 
related to new product performance and overall organizational performance. The possible explanation for 
a non - significant relationship may be due to the small size nature of SMEs. The small size nature of a 
firm normally does not require many departments and a specialized marketing intelligence department as 
some department may probably perform multi-tasking functions. At the same time, communications 
among the departments and employees is not a major problem due to the small size nature of the firm. 
Furthermore SMEs are flexible in responding to the task required by other functions.  

This study found that SMEs are still lacking on the aspect of intelligence and responsiveness. Moreover, 
SMEs are classified by a limited range of products and customers, thus minimizing the requirement for 
formal procedures developed to gather and process customer and market information for decision making. 
Conversely, these attributes may enhance the ability of smaller firms to fully exploit a customer oriented 
culture. 

7. Conclusions 
 
Results of this study indicated that there are four key factors of market orientation practices in the context 
of SMEs in Bangladesh. They are customer focus, market dissemination, market intelligence and 
responsiveness. Among the four factors, customer focus and market dissemination are found as 
significant factors. The test of hypotheses 1 and 3 provide strong evidence that customer focus and market 
dissemination has a noteworthy impact on organizational performance. The acceptance of Hypotheses 2 
and 4 signifies that market intelligence and responsiveness of SMEs is not strong associated with 
organizational performance. 

The empirical data on the market orientation and the organizational performance of Bangladeshi SMEs 
suggest that these enterprises give high priority to meet customers, and on the dissemination of 
Intelligence and having interaction of marketing personnel with other departments to discuss the market 
trends and developments. However, most organizations are weak in responsiveness and market 
intelligence. They do not put effort to generate intelligence and in usage responsiveness throughout the 
enterprise. Although owners and managers in the respondent enterprises showed their intention to serve 
the customers, they are not interested in risk taking. In general, the Bangladeshi SMEs give less priority 
to these two factors in the context of market orientation strategy. One plausible reason could be that the 
measurements for these two dimensions focus too much on customer programmes. Paying too much 
attention to customer programmes may affect organizational performance as this makes the individuals of 
the organization less responsive to activities that can lead to higher organizational performance outcome. 

Several studies have identified market orientation as a strong determiner of success having sustainable 
competitive advantages, that sets the organization apart and ahead of other competitors. As a result they 
can perform better in the market. Although, some of the market orientation dimensions were not 



significantly related to organizational performance, the overall results of the present study confirm that 
market orientation activities contribute towards organizational performance. Thus, Bangladeshi SME 
organizations should strive to become more market oriented as they would benefit from it. Special 
attention needs to be given to a specific activity or dimension of market orientation that is associated with 
a particular organizational performance variable. 

This study suggests that the overall market orientation has a significant relationship with organizational 
performance. Therefore, all SMEs need to focus on activities related to market orientation as they would 
benefit in terms of performance. Organizations that cater to customer needs are in a better position in the 
market. The result is also consistent with previous literature, which suggested that a positive correlation 
exists between market orientation and organizational performance. The academicians should take note on 
the excellent organizational performance achieved through customer focus, gathering market intelligence, 
market dissemination and encouraging responsiveness. 

Performance of SMEs in Bangladesh is significantly found below the level of international standard. 
Although the Government of Bangladesh has taken some initiatives to ensure the growth of SMEs but 
those steps are not enough. The government has shown its positive attitude towards this sector for greater 
interest of employment generation and poverty alleviation. Therefore, it is crucial for the government and 
other stakeholders to come forward to play their respective roles to create sustainable market orientation 
clusters of SMEs through enacting appropriate policy measure, access creating to adopting advanced 
marketing techniques etc. In this regard, the recommended short-term, mid-term and long-term action 
plans should be implemented. We are quite optimistic that if the suggested steps are taken.  

In conclusion, our findings point to several market orientation factors in the business performance of 
SMEs. Overall, the findings imply that market orientation and organizational performance may help CEO 
or managers to accelerate the success of the organization. To enhance business performance, it is 
imperative that an organizational structure should be devised in which these often discrete areas are 
integrated within a coordinated framework. It is hoped that the findings will lead to improved managerial 
practices and encourage to further researches in this field.   
 

8. Recommendations and Implications 
 
According to the previously presented results and analysis, the researcher can recommend the following: 
 
1. The correlation between market orientation and organizational performance was reasonably high and 
positive. From a managerial perspective, it suggests that organizations should adopt market orientation 
strategy to increase the levels of organizational performance. 
 
2.  Among the four key factors of market orientation, customer focus has the greatest effect on 
organizational performance. So in terms of customer focus, Bangladeshi SMEs must be careful about the 
actions and activities of their current/potential competitors and the process must through marketing 
intelligence and many other formal/informal tools. 
 
3. Bangladeshi SMEs should direct more of their capabilities towards benefiting their customers as much 
as possible, in addition to broadening the area of customer participation enabling them to active their 
needs and wants through customer service techniques, in depth interviews etc. They are should be adopt 
such managerial styles which enhance and facilitate customers contact with the decision makers, 



responding effectively to customers complaints, improving after sales services, maintaining long term 
relationships with customers, encouraging customer to be forth coming with their opinion etc.  
 
4. Concurrently, organizations should focus on market dissemination action practices. Market 
dissemination is often viewed as promoting and distributing products, including research-based 
information, with the systematic involvement of customers or users. Market dissemination action requires 
the organization to take active action in detecting and responding toward market changes in the business 
environment and act swiftly in responding toward competitors’ price changes in the market in terms of 
product promotion and dissemination. Such activity includes promptly detecting changes in customer 
product preferences and fundamental shifts in the industry such as relating to competition, technology, 
and regulation. Both customer focus and market dissemination with activities that provide competitive 
edge over rivals and this could possibly be the reason that these factors contribute toward higher 
organizational performance. 
 
5. In order to avoid the resource disadvantage of small and medium sized enterprises, an emphasis should 
be placed upon the collection, analysis, and use of information.  

6.  In terms of market orientation strategy, Bangladeshi SMEs must be careful about the quality of 
information that they collect before sharing it. Market intelligence should be planning innovative sessions 
for dissemination. 
 
7.  Additional research is needed to enhance the validity and reliability of organizational performance 
scale items and their ability to achieve the research objectives. 
 
In addition, overall market orientation development of Small and Medium Enterprises (SMEs) in 
Bangladesh can be planned following Short-term (up to 3 years), Mid-term (3-5 years) and Long-term (5 
and more) action plans: 

i. Long-term (5 Years and more) action plan 
 Market development support: Promote product image through quality-design services, 

establishing market trend intelligence, facilitating participation in international trade fairs, 
organize local fair, develop website and catalogue. 

 SME foundation may use appropriate marketing tools in the long term to popularize the sector. 
 Government and financial institutions may provide adequate fund for modernization and 

technological advancement in terms of market orientation and marketing strategy. 
 Marketing Management and Improved technology training are needed to improve managerial 

skills and introduce them with modern technology for better business development. 
 Establishing Entrepreneurship Development Institute (EDI) in each divisional city in Bangladesh.  
 Establishing cluster / sector / product specific Engineering and Technology Institutes in suitable 

locations is also needed. 
 

ii. Mid-term (3 – 5 Years) action plan 
 Market orientation linkages for the SMEs should be promoted to improve the productivity of 

SMEs by exploring possibilities to get access to new markets. 
 The Government . of Bangladesh should take the initiative to develop web pages exclusively for 

SMEs and an integrated SME database. It will reduce the barriers to SME access to global 
market. 

 Providing permanent land/location for the clusters. 
 Establishing common facility center (CFC) in each / suitable location for the SME clusters.  
 Linking up the clusters with local or international value chains. 



 Give support to exploring / penetrating the new export markets. 
 
Short – Term (Up to 3 Years) action plan 

 A sufficiently large sample should be used for research to generate a bench mark national level 
data base for market orientation development and for formulation of comprehensive policies for 
the sector. 

 Given heavy reliance of the national economy on the SMEs for development of entrepreneurship 
and inter-sectoral linkages among the SMEs should be encouraged. The SMEs sector should be 
declared as a ‘priority sector’ and formulation of a proactive SME development policy. 

 Un-interrupted power and gas supply should be available.  
 Operators, Troubleshooters, designers and mentors/ leaders group need to be created;  
 Imparting training for skill development of workers should be arranged.  
 Sector specific featured loans and low interest rate loan need to be provided.  
 Building awareness among entrepreneurs and workers on the issues of productivity, quality, 

standards and certification etc is necessary.  
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Effectiveness of Social Safety Net Programmes (SSNPs) in Poverty Reduction 

Sheikh Mohammad Mohiuddin 1 

Abstract 

Bangladesh has been battling with poverty since her inception. In this regard, she has been found applying various 

mechanisms and strategies of which Social Safety Net Programme (SSNP) is a remarkable one. The Government of 

Bangladesh has predominantly emphasized poverty eradication in its development strategy to reduce the poverty 

rate from 31.5% in 2010 to 15% by 2021. In the budget of 2014-15, the Government has allocated 6.1% of 

expenditure on social safety and welfare. Government is attempting to alleviate poverty by implementing various 

kinds of SSNPs. But monetary constraint and some other flaws hold back the SSNP’s exposure and accomplishment 

to its desired level. As such, poverty in Bangladesh is not reducing expectedly despite various SSNPs. Keeping in 

view the aforesaid inferences, this paper presents a meticulous portrayal of the effectiveness of SSNPs in poverty 

alleviation and explores explicit flaws of SSNPs along with their plausible remedies for gaining its eventual success.  

 

Keywords: Social Safety Net, Poverty, Household (HH) Income, HH Income from Transfers, HH Expenditure 

1. Introduction 

Social Safety Net Programme (SSNP) is a programmatic mechanism for maintaining social harmony 
through redistribution of resources towards the disadvantaged groups. It is supposed to play the role of 
social insurance through alleviating miseries of vulnerable poor or those at risk of being poor due to any 
irrevocable physical or economic shocks. Government has placed elimination of poverty and inequality at 
the forefront of its development strategy. The aim of the government is to bring down the poverty rate 
from 31.5% in 2010 to 15% by 2021. Investment in infrastructure, creation of employment opportunities 
during slack seasons, and increased coverage of social safety net programmes will lead to improvement in 
the poverty situation; and priority will be ascribed to activities targeting the extreme poor, women in 
poverty, landless poor and other disadvantaged groups. A strong and expanded social safety net is the 
main emphasis of the present government’s vision to protect the poor from all sorts of social, economic 
and natural shocks. In the budget of 2014-15 the government has allocated 6.1% expenditure on social 
safety and welfare. Government is attempting to alleviate poverty by implementing various kinds of 
SSNPs. The social safety net measures are broadly divided into four fields: (i) Provision of special 
allowances for the various underprivileged sections of the population, so that the poor and disadvantaged 
people can tackle poverty effectively (ii) Creation of employment opportunities for the poor people (iii) 
Food security based activities to reduce the consequences of natural disasters; and (iv) Provision of 
education, health and training to make the new generation more capable and self-reliant. Presently, there 
are many SSNP schemes run by the government of Bangladesh in collaboration with the donors and 
NGOs. While the largest programmes are food-based, conditional cash transfers have become 
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increasingly important. But fiscal constraints and some other loopholes inhibit the SSNP’s coverage and 
success to its desired level. That is why, poverty in Bangladesh is not getting reduced expectedly despite 
various SSNPs. There is an approximately 1.7% annual reduction of the incidence of poverty and the 
coverage of SSNPs beneficiaries has increased from 13.02% to 24.56% between the two survey years 
Household Economic Survey (HIES) 2005 and HIES 2010. With that in view, this paper presents a 
detailed account of the role of public SSNPs in sustainable poverty alleviation. The study also explores 
specific flaws of SSNP and their probable remedies to pave the way for its ultimate success. Again, the 
study might also contribute to help the schools of policy makers in order that they may formulate 
effective policies regarding sustainable economic development of Bangladesh.  

2.  Literature Review  

Jahan (1989) for the first time disclosed that Rural Maintenance Programme (RMP) run by CARE 
International played a significant role in boosting-up self-confidence among the participants and 
enhancing their social status. Ali’s (1992) evaluation on Vulnerable Group Development (VGD) card 
holding women found that  around 72% felt that their situation had not  improved with the expiry of the 
two-year entitlement period. The survey further shows that the women beneficiaries do not receive any 
training on income generating activity, on functional education and health.  

Hashemi (1996) emphasized on the successful targeting of women under VGD programme. Hashemi’s 
estimate shows that about two-third of the households (HHs) had a daily calorie intake that was less than 
the poverty level intake of 2100 k.cal. About half of the households even had daily per capita intake 
below the “hard core” poverty line of 1800 k.cal. Hashemi further explored that the average total income 
of the women for the month preceding the survey was about Tk. 300.  

BIDS (2010) observed that the three safety net programmes under the cash transfer type (Old Age, 
Widows’ Allowance and Primary Education Stipend Program) performed quite well in terms of 
payment/disbursement mechanism. However, they explored that there was a gap in the amount received 
by the VGD and VGF beneficiaries compared to their actual entitlements, whenever members of Armed 
Forces were not involved in the process. The study also pinpointed that political influences (local) 
emerged as the most decisive force at the level of implementation and the institutions chosen for making 
lists and handling delivery. Problems with targeting and selection of beneficiaries continued to be a major 
drawback of the safety net programmes. 

The World Bank (2013) suggests that, to be more effective, Safety Net Programmes need to be: (i) Better 
timed to address short-term needs more adequately (ii) Better targeted to ensure that benefits are primarily 
received by the poor and (iii) Better tailored to meet the specific needs of the poor. Safety nets have 
gradually shifted from food transfers to cash transfers in recognition of the fact that the later are more cost 
effective. The study mentioned that particular emphasis needs to be placed on programmes that focus on: 
early childhood development in ways that integrate health and nutrition services, pre-school education, 
early stimulation and learning; and also programmes focused on building skills and improving the 
employability of the poor youth. 



The above review leads us to conclude that there is no unique Safety Net Programme or targeting 
mechanism which can address the poverty in the best way and reduce the targeting errors. The panacea 
may be finding better alternatives, and sometimes combination of different programmes and methods is 
needed subject to particular country context. 

3.   Objective & Methodology 

3.1. Objective of the Study 
The salient objective of this particular study is to scan whether the prevalent SSNPs have succeeded in 
redressing the miseries of the poor. The other objectives which have been placed within the purview of 
this study are as follows: 

 To map the targeting efficiency of Social Safety Net Programmes and appraise their relative 
contribution in poverty alleviation. 

 To identify inclusion and exclusion errors at the programme-level based on experiences in four 
villages of Bangladesh. 

 To mark out prospective ways forward for building an effective SSN system in Bangladesh. 

3.2. Proposed Area and Sample Selection 
In this study, 200 households are selected from four villages of two upazilas under two districts. Many 
categories of SSNPs are observed in different areas in two districts. Considering all these aspects, 
different households are selected randomly by grouping from rural areas under two Upazilas, Araihazar 
from Narayanganj district and Subarnachar from Noakhali district for the present study. 50 respondents 
are selected from each village for intensive interview. 

The household (HH) head is the unit of study. The study covered all categories of people and analyzed 
under SSNPs’ beneficiary and non-beneficiary groups. Differentiation of households by selected indices 
was attempted. 

3.3. Data Collection Methods 
Data were  collected on the basis of a prepared questionnaire covering different aspects of the households. 
Households are selected by systematic random sampling. 

3.4. Targeting Methodology 
The study focused on three major scopes, namely: 

• Targeting of Social Safety Nets in the study area 
• Inclusion and exclusion errors 
• Effective targeting in Bangladesh 

4.   SSNPs in Bangladesh 

 

The Government of Bangladesh is conducting a total of 144 (including 10 newly added programmes) 
SSNPs according to the  budget 2014-152. These programmes are classified in four different categories 
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namely: (i) Cash Transfer Programmes (22 programmes), (ii) Food Security Programmes (9 
programmes), (iii) Micro-Credit and Miscellaneous Funds Programmes (20 programmes), (iv) 
Development Sector Programmes (93 programmes including newly introduced 10 development 
programmes). However, many of these programmes do not qualify as social protection in the strict sense 
of the term as well as for the purpose of calculation of social protection index. For the purposes of this 
research, 37 programmes are discussed as these appear to fulfil most of the criteria. These 37 programmes 
are classified into: social protection and social empowerment which are under cash transfer, food security 
and development sector programmes and miscellaneous funds. However, among those 37 programmes, in 
our systematic data collection system, we have found only 7 programmes in our study area. The most 
remarkable SSNPs in progress in Bangladesh are as follows: Old Age Allowance, Allowances for the 
Widow, Deserted and Destitute Women, Allowances for Financially Insolvent Persons with Disabilities, 
Maternity Allowance Programme for the Poor Lactating Mothers, Allowances for Urban, Low-income 
Lactating Mothers, Honorarium for Freedom Fighters, Grants for Residents in Government Orphanages 
and Other Institutions, Capitation Grants for Orphan Students in Non-government Orphanages, Block 
Allocation for Disaster Management, Pension for Retired Government Employees and their Families, 
Ration for Shaheed Families and Injured Freedom Fighters, VGD, Vulnerable Group Feeding (VGF), 
Test Relief (TR) Food, Gratuitous Relief (GR) Food. However, in our study area the following major 
programmes are in progress: Old Age Allowance , Allowance for the Disabled, Allowance for the 
Widowed, Deserted and Destitute Women, VGD, VGF, Freedom Fighter Allowance, Stipend for Primary 
Students, Stipend for Secondary and Higher Secondary Students, Stipend for Disabled Students, 
Maternity Allowance, Freedom Fighter Allowance etc. 

The major social protection activities and programmes in Bangladesh are implemented by government 
agencies. The government allocation for SSNP as percentage of GDP for the FY 2013-14 and in 2014 -15 
are 2.13% and 2.30% respectively3. 

5.  Profile of the Study Area 

It has been already mentioned that for field survey, 200 households are selected from four villages of two 
Upazilas under two districts of the country namely Narayanganj and Noakhali. Two villages namely 
Baher Char and Kakailmora have been selected from Araihazar while West Charjabbar and Charjabbar 
have been chosen from Subarnachar. Narayanganj District (Dhaka Division) covers an area of 687.76 sq 
km. It is one of the important Upazilas in  Araihazar whose total number of households is 77,462 and 
population is 3,76,550 of which 57.1% is literate. On the other hand, Noakhali District (Chittagong 
Division) encompasses an area of 3600.99 sq km. Subarnachar is a notable Upazila of Noakhali having 
55,399 households with a population of 2, 89,514 of which 51.3% are literate.4 

Data are collected from four villages of above discussed areas during October - November 2013. Total 
200 respondents were interviewed and they were selected by systematic random sampling. 97 of them 
were male and 103 female. As per our survey, about 56% of the total samples have no academic 
education at all. 26.5% of them can only read or write. The percentages of primary education, JSC and 
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SSC pass are 11%, 5% and 1.5% respectively. Again, the average family size of the sample households 
are 5.22 which is a bit higher than the national average 4.5 (HIES-2010). It is gratifying to note that 
37.5% of the total households have got an average family size of 4 or less. Households with 7 to 8 
members are 20.5%. About 6% families consist of 8+ members. At the same time, it is also a matter of 
concern to see that around 36% household have still an average family size consisting of around 5 to 6 
members. Regarding occupation we find that out of the total respondents 24% are engaged in farming. 
Almost 21% of them are engaged in agricultural labor and 15% are in non-agricultural labor. It is 
worrisome that about 17% of the respondents have no occupation at all. On the other hand, in terms of 
land ownership we observe that average land owned by the respondents is 0.51 acre. 70.5% of them have 
0.50 acre or less and 21% of them have more than 0.50 acre of land. Unfortunately, there are 8.5% 
respondents who do not have any land at all. However, almost all the respondents have their own houses 
located in an inherited/own land. A few of them have no houses of their own. In respect of residential 
infrastructure, we find a depressing image as house type of 92.5% HH is not pacca while only 7.5% house 
is semi-pacca, and no HH has a pacca house. As far as living facilities are concerned, we notice that only 
41.5% HH have electricity, of them almost 88% have grid electricity and around 12% have solar 
electricity. Unfortunately, 58.5% of them have no electricity at all. However, nationally, 55% HHs have 
electricity connections. In addition, 29% respondents are deprived of toilet facilities although 40% have 
non-sanitary toilet and 30.5% have sanitary toilet. Again, 93.5% HH are facilitated with tube-well water 
source whereas 4.5% drinks water from open source. On the basis of the data presented, 36.5% 
respondents suffered from various diseases and 13.5% faced natural calamities in the last 5 years. In 
addition, 79.5% respondents go to local doctors (Quack & Homeopath) for treatment, 12.5% get treatment 
from certified doctors and 7% of them do not go to doctor for illness. Moreover, only 36.5% respondents 
send all of their children to school whereas 30.2% of them do not send any of their children to school. As 
far as monthly income is concerned, with around 17% unemployed respondents, average monthly 
household income of all 200 respondents are Tk. 4470.58. Income level up to Tk.3000 is for 34.5% of 
total respondents. 30.5% of them have income of Tk. 3001 to Tk. 5500. Income range is Tk. 5501 to 8000 
for 18.5% respondents. Only 16.5% can manage to earn more than Tk. 8000.5 

 
Figure 1: Family Income Range of Sampled Households 

 
6.  Field Data Analysis and Interpretation 

The effectiveness of SSNPs has turned out to be an issue of debate since the achievements of SSNPs can 
easily be questioned as they seem not to combat poverty as effectively as expected. And this chapter may 
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intensify the debate as it provides data analysis and interpretation regarding SSNPs collected from the 
field survey in four villages of two Upazilas under two districts to expose the real image of success 
achieved by them. The chapter upholds both success factors and loopholes of SSNPs that will lead us to 
measure the strength and prospects of SSNPs.  

During our survey, an utmost attempt has been made to fulfil all the stipulations. As such, during our 
survey the area, views of the distinguished personalities, beneficiaries and non-beneficiaries of SSNPs 
have been gathered with much circumspection to ensure the authenticity of the study. Broadly speaking, 
Focus Group Discussions (FGDs) and Key Informant Interviews (KIIs) were conducted with the 
beneficiaries of different SSNPs as well as with eligible non-beneficiaries identified through Participatory 
Rural Appraisal (PRA). Half of the FGDs were conducted with women. The purpose of the FGDs was to 
listen to the voices of the beneficiaries as well as eligible non-beneficiaries on the targeting– processes 
and errors in a qualitative manner. Again Key Informant Interviews (KIIs) were conducted with the 
officials at local level of the Ministries implementing SSNPs. Regarding SSNPs, the concerned 
individuals have been enquired of many issues like the selection process of the beneficiaries, the strong 
aspects of the programme, the prospects and effectiveness of the programmes, the impact of the 
programme on their socio-economic life and last but not the least, the loopholes of the programme. In this 
regard, the response of the people concerned was overwhelming, and so it has been possible for our part 
to congregate necessary data and information and make some thought provoking findings.  

Table 1 - Number of HH by SSNP 

Programme name 
Number of respondents 

No. % 
Old Age Allowance  34 26.8 
Allowances for the Financially Insolvent Disabled 10 7.9 
Allowance for the Widowed, Deserted and Destitute Women 11 8.7 
Vulnerable Group Development (VGD) 13 10.2 
Vulnerable Group Feeding (VGF) 29 22.8 
Stipend for Primary Students  15 11.8 
Stipend for Secondary and Higher Secondary Students 15 11.8 

Total 127 100.0 

Source: Field Work, October 2013 

Out of 200 respondents, 127 participants (73 non-participants) are involved in 7 SSNPs. The participants 
who are beneficiaries of Old Age Allowance is the highest in number (26.08%) and the beneficiaries of 
Vulnerable Group Feeding stand second covering 22.8%. Again, the beneficiaries of Stipend for Primary 
Students and Stipend for Secondary and Higher Secondary Students occupy the third positions 
constituting 11.8%. Next appears the beneficiaries of Vulnerable Group Development covering 10.2%. 
Besides, the beneficiaries of other programmes envelop less than 10% each. 

The study discloses that the selection process to participate in the SSNP was allegedly influenced by local 
authority like Member, Chairman, and other related persons. In case of favouritism of enrollment, it was 
mostly done by Union Parishad members (65.4%). As a consequence, on some occasions the people, who 



really deserve the aid of SSNPs, were reported to be deprived. In addition, the dominating classes of the 
society such as local leaders and landlords are seen to interfere with the selection process on some 
occasions. 

A huge number of beneficiaries of the programme had to indulge themselves in unfair means to be 
included in the programmes through Union Parishad members/secretaries. To be specific, 41.18% 
beneficiaries of Old Age Allowance programme, 40% beneficiaries of Allowances for Financially 
Insolvent Persons with Disabilities programme, have reportedly involved in pleasing the concerned 
individuals to get themselves enrolled in the programme. Our survey has also uncovered the grim fact that 
in case of kind based programmes like VGD and VGF, the amount of rice/wheat is not given as per the 
authorised allotment to the beneficiaries. The rest of the amount is usurped by the corrupt people related 
to the implementing process in some way or other. In this respect the corrupt people, grabbing the 
deserving share of the poor people incorporate, local leaders, middlemen, lobbyists and other vested 
influential people of the society.  

As far as SSNPs are concerned, Inclusion and Exclusion Error in Targeting is one of the major loopholes 
that direly affect the programmes to alleviate poverty. In our study, we successfully identified Inclusion 
and Exclusion Error in Targeting which exposes a depressing picture of how the deserving people fall 
victim to deprivation. Considering the poverty status of the individual beneficiaries’ inclusion and 
exclusion error may be calculated. From the field data it is found that the inclusion error is highest in 
Stipend for Secondary and Higher Secondary Students (80.00%) followed by VGD (71.15%) and Old 
Age Allowance (64.36%). In the light of field data, it is also found that the inclusion error is the lowest in 
Allowances for Financially Insolvent Persons with Disabilities programme with 16.67% followed by 
Allowance for the Widowed, Deserted and Destitute Women with 33.33%. The exclusion error is 
comparatively less than the inclusion error. On the basis of field data, it is found that the exclusion error is 
the highest in VGD (19.23%) followed by VGF (18.97%). There is no exclusion error in Allowance for 
the Widowed, Deserted and Destitute Women programme. But there exist 6.67% exclusion error in 
Allowances for Financially Insolvent Persons with Disabilities and 7.35% in Old Age Allowance 
Programme. 

The survey encompasses a total of 10 special case studies in which 08 beneficiaries and 02 non-
beneficiaries of SSNP have been dealt to expose the pros and cons of an individual’s life. These case 
studies reveal that there is very less difference between a beneficiary and a non-beneficiary of SSNP in 
terms of their economic state. Virtually, SSNP could not stand as a significant differentiating factor 
between the two counterparts. In fact, the assistance of SSNP cannot take its beneficiaries much ahead of 
the non-beneficiaries as both the counterparts fall prey to the onslaughts of poverty on an equal degree.  

7.  Findings of the Study in Brief 
 Coverage and budgetary allocation in Government SSNP is increasing every year. 
 Large number of beneficiary HHs of major SSNPs are not poor, at least in terms of official scale 

of poverty. 
 However, it is also not true that the benefits are being captured by the elites since most of the 

beneficiaries are from the lower income group. 



 Very negligible number of beneficiary households of the programmes designed for the ultra poor 
or other vulnerable groups (e.g., Old Age Allowance, Widow Allowance, Disability Allowance, 
VGD, VGF etc) have walls or roofs made of brick/cement. 

 False prioritization (high inclusion error) exists – more than 52% excluded respondents reported 
that the selection process was not proper. 

 A some percentage of beneficiaries had to adopt unfair means to be inducted in the programme 
and in some cases they received less than the allotted amount. 

 Almost 97% beneficiaries of our studied SSNPs are not satisfied with the SSN amount as it varies 
from Tk. 100 to 300 only. And according to the study the average of desired amount is Tk. 1218. 

8.  Conclusion 

Despite the considerable achievements in poverty alleviation in recent years, the gloom of poverty still 
looms large in every 3rd household (31.5%; HIES 2010) in Bangladesh. The Government of Bangladesh 
is implementing a total of 144 to assist those vulnerable people with the firm belief and expectation that 
they will, by virtue of SSNP aid, overcome poverty and lead a happy and prosperous life. Public SSNPs 
are funded by general revenues and targets the poor and vulnerable. Effective SSNPs are supposed to 
promote dynamic efficiency by alleviating the adverse socio-economic impact of structural reforms 
crucial for moving economic growth ahead. In this regard, SSNPs are not being able to fulfill the 
expectations as our study shows that they could not achieve any significant acceleration of the motion of 
economy of Bangladesh by bringing about positive socio-economic changes in the lives of the poor 
beneficiaries. 

The standard and meticulousness  with which programmes are designed and implemented, from the 
selection of beneficiaries to the provision and monitoring of benefits, have a substantial impact on the 
efficiency and effectiveness of a particular programme. In this respect, Social Safety Net Programmes are 
marked with a number of loopholes which are averting their noble objective of poverty reduction. It is 
undeniable that SSNPs are not a complete failure but at the same time its success is a matter of frustration. 

The assessment furnished above leads us to come to a conclusion that there is no consummate Safety Net 
Programme or targeting mechanism which can combat poverty in the greatest manner and reduce the 
targeting errors. But improving the quality, mechanism and module of programmes is always possible: 
new ideas can be culled from within a pensively handled programme, from observing how other 
programmes are operating differently, from innovating, or from new technologies. New ideas are required 
for how to design programmes and how to deal with the perennial challenges of targeting, payment 
systems, monitoring and so on. The people engaged in the implementation of the programme should stay 
informed and keep up a critical eye in assessing how innovations used elsewhere may be applicable to a 
specific programme. So, it is not wise to remain frustrated with SSNPs as further modification of them 
can turn the ongoing SSNPs into  very effective programmes which will be able to achieve its goal of 
poverty reduction. 

 

9.  Recommendations 



Since SSNP implemented at Araihazar and Subarnachar covered some of the vulnerable groups and both 
from the beneficial and non-beneficial groups are not satisfied with the services provided under SSNP, as 
such a set of recommendations are placed here to improve the quality and overall impact of SSNP. These 
are: 

i. While selecting the target groups for public SSNPs and distribution of benefits to them stringer 
participation from civil society and local level representatives both from formal and informal groups 
should be ensured, otherwise the whole efforts deployed under SSNP would fail to yield any positive 
result. 

ii. Information flow on the objectives and targeting criteria of the safety net programmes should be 
brought clearly to the notice of the general mass, so that the deserving individuals could get themselves 
inducted. 

iii. The possibility of converting the food benefits into cash benefits may be given significant 
consideration, to reduce cost of delivery and minimize leakage. 

iv. Steps should be taken against quantity misappropriation leakage and also for maintaining 
qualities of in-kind deliverables. For this purpose pre-weighed and packed food-grains in airtight plastic 
sacks can be introduced. 

v. There should be provisions for review and adjustment of SSNP allocations from time to time. 
Amount of allowances for various SSNPs, especially the Old Age Allowance; Allowance for the 
Widowed, Deserted and Destitute Women; Allowances for the Financially Insolvent Disabled etc should 
be increased. 

vi. Proper monitoring and inspections of food grain storehouses should be carried out by a special 
committee. 
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Impact of Service Quality on Customer Satisfaction of the Superstores in Bangladesh 
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Abstract 

Organizations are facing pressure to deliver quality service to satisfy customers. Intense 

competition in the retail businesses forces organizations to differentiate their services through 

quality. This is why it is essential for the business to identify and measure the key service quality 

features that will lead to customer satisfaction. In light of that, this study attempted to measure the 

impact of customer perceived service quality on customer satisfaction of the superstores in 

Bangladesh. Items of service quality were identified based on literature review. A survey method 

was used to collect primary data using self administered questionnaire. A random sampling method 

was employed in sampling of the customers of superstores around Dhaka city. The questionnaire 

was analyzed using descriptive statistics, factor analysis, and multiple regression method using 

SPSS. It was found that Reliability is the most important quality factor that has significant impact 

on customer satisfaction followed by Personal Interaction, Problem Solving, and Policy. Physical 

Aspect, Assurance, and Product have no significant effect on customer satisfaction. Therefore, 

superstores should increase their service quality focusing on physical aspect of the store and 

customer need. 

Keyword: Service quality, superstores, customer satisfaction. 

 
Introduction  

Service Quality is an important strategy for every organization to survive in the competition in 

recent era. Because of the inherent nature of the service, customers perceive service quality differs 

in many ways. For this reason, many organizations consider service quality as a valuable tool since 

it has impact on organization’s strategic and financial performance (Paradise-Tornow, 1991). 

Customer perceived service quality helps organizations to retain and attract new customers, boost 

productivity and market share, reduce operating cost, and reduce employee turnover through 

improving staff morale that ultimately enhance organizations’ financial performance and 

profitability (Julian and Ramaseshan, 1994). Saravanan and Rao (2007) emphasized on importance 
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of service quality not only for providing better quality service and customer satisfaction but also to 

survive and grow in highly competitive market. Plooy et. al. (2012) mentioned that service quality 

is a complex in nature with multiple dimensions. The authors also concluded that given the limited 

resources that informal grocery retailers face, careful consideration should be given to the service 

mix that meets the expectations of their customers and is consistent with the aspects most valued by 

those most likely to buy at their stores. Moreover, service quality allows organizations to compare 

before and after changes, to identify quality related problems, and to develop service standards 

(Sahin et. al., 2006). 

Various studies attempted to establish a link between customers perceived service quality and 

satisfaction level in the service industries in Bangladesh. But, most of these studies were limited to 

Bank (Rahman et. al., 2011; Siddiqi, 2011; Khondaker and Mir, 2011) and Telecommunications 

(Akbar and Parvez, 2009; Uddin and Akhter, 2012; Rahman, 2012). Few studies entail Beauty 

Saloon (Khan and Tabassum, 2010), Tourism (Hossain, 2012), Healthcare (Hasin et. al., 2011). 

Even though a study was conducted on Super stores (Kashem, 2012) but it lacks investigation of 

customer perceived service quality and its relationship to customer satisfaction of the service being 

provided. In order to fill the gap, our study focuses on super stores of Bangladesh which are 

currently booming in the country. Thus, this study attempts to identify the factors that have impact 

on the customer satisfaction of the superstores in Bangladesh.  

Literature Review 

Customer satisfaction is very closely related with service quality and because of this relevancy both 

service quality and customer satisfaction are connected with each other. This is why both of these 

two issues draw lot of attention from both scholars and practitioners. Moreover, these two issues 

help organization to improve organizational performance (Magi and Julander, 1996). Service 

quality can also boost satisfaction through customer involvement; the more customers perceive a 

service  to be  superior,  the more  is their propensity  to get involved  in interaction with  the 

provider of that service or other activities sponsored or initiated  by the  provider  resulting  in  

increased customer satisfaction with the service provider. Therefore, Customers’ perceptions of 

service quality result from a comparison of their before-service expectations with their actual-

service experience (Naik et. al., 2010). 

Various measures have been used to measure service qualities in retail environment but most of the 

measures of service quality were either attitude based or were disconfirmatory. Raven and Welsh 

(2004) used SERVQUAL model to examine retail service in Kuwait and Lebanon. The authors 

found significant differences in service quality perception in terms of national culture, religion, and 

nationality. Naik et. al. (2010) also applied SERVQUAL model to identify the customer perceived 

service quality and satisfaction in retail environment. The authors found that customers have 
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highest expectations on the promptness of service, accuracy of transactions, security issues and 

concerns; the customer’s lowest expectations are cleanliness, ambience, etc. While, staff 

performance was found to be satisfactory. The research also demonstrated that customers’ 

satisfaction is highest for promptness and speed of service along with accuracy of transactions at 

cash counters. They were also satisfied with the processing of transactions and efforts to expedite 

processing whenever the traffic at the counters increased. The lowest satisfaction levels were 

reported at the willingness of staff to assist customers in accessing facilities, assortments, 

information on products, stock positions etc. But, Daniel and Berinyuy (2010) found different result 

while adopting the SERVQAL model in retail setting. The authors found that the SERVQUAL 

model is not a good instrument for measuring the service quality in the grocery store setting 

because some of the items under the dimensions overlapped and regrouped under different 

dimensions. They also argued that some items are associated to more than one component. Marx 

and Erasmus (2006) identified that customers are satisfied with product-related and place-related 

attributes while they are dissatisfied with process-related and personnel- related aspects.  

Plooy et. al. (2012) mentioned that drivers of service quality do differ to some extent across 

demographic groups. The authors also found that dimensions such as ‘empathy’, ‘tangibility’, 

‘reliability’ and ‘assurance’ are considered to be the main drivers of perceived levels of service 

quality among shoppers at informal grocery retail outlets. Nhat and Hau (2007) in a study 

concluded that service quality of supermarket composes of four factors namely service personnel, 

physical aspects, policy and reliability. Among which, service personnel has the strongest impact 

and physical aspects has the weakest one, while the role of reliability is not confirmed by the data. 

Noel and Donald (2003) examined the service quality of a Japanese supermarket in Hong Kong and 

its impact on customer satisfaction and future consumption behavior. The authors used five service 

dimensions namely, personal interaction, trustworthiness, physical aspect, policy and reliability. Of 

these dimensions, personal interaction and physical aspect are shown to be the salient elements in 

determining customer satisfaction and future consumption behavior. In another study conducted by 

Krishnamurthy and Sivashanmugham (2011) identified five factors namely customer orientation, 

accuracy, responsibility transparency, and diversity. Based on the literature our proposed model of 

the research is shown in Figure 1. 
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                                     Figure 1: Research Model 

Research Methodology 

The aim of this research is to analyze the impact of service quality on the customer satisfaction of 

superstores in Bangladesh. Dimensions of service quality were identified through literature review. 

The questionnaire items were finalized for self administered survey purpose. Also, the wording and 

meaning of the questionnaire items were carefully designed. The final questionnaire was consisted 

of three sections.  The first section included questions pertaining to socio-demographic attributes of 

the respondents. The next section was comprised of questions that intended to investigate the level 

of the service quality perceived by the customers. This part contains items related to measuring 

service quality factors namely Reliability, Policy, Personal Interaction, Assurance, Physical Aspect, 

Product, and Problem Solving. The last section was designed to identify the level of customer 

satisfaction about the service provided by the superstores based on the quality criteria used in the 

second section. 

The measurement was placed at the interval level, using a 7-point scale for multivariate quantitative 

analysis where ‘7’ represents ‘strongly agree’ and ‘1’ indicates ‘strongly disagree’ with ‘4’ as 

‘neutral’. The identified quality attributes and quality domains in the first stage were used to 

determine customer perception of level of service quality. The customers were asked to indicate 

their levels of agreement on the extent of service quality provided by the superstores. In other 

words, the customers were asked to rate about what they perceived as the level of service quality in 

relation to the actual performance of the stores. In addition, another set of questions asked the 

customers to indicate their levels of agreement in relation to the overall satisfaction of the service. 

The questionnaires were given to the manager of the superstores for collecting information from the 

customer. The filled in questionnaires were collected later on from the manager after two weeks. 

Since majority of the super stores are Dhaka based and there is no sampling frame available for the 

target population for the study, so Dhaka city has been taken as a study location. The population 

was comprised of different gender, age, income level, marital status, and education level. Simple 

random sampling method was used with some criteria in selecting samples. The sample size was 

determined based on the method of “five subjects for one attribute” (Okoroafo, 1997). The method 

of five subjects for one attribute denotes that the sample size should be five times as large as the 

number of total attributes identified, following the attribute refinement process of the study.  Since 

there were 47 attributes identified/refined by the panel of experts, in compliance with the above 

requirement, the sample size should be 235. However, with a 5% contingency rate to compensate 

for potential non-responses, 247 subjects were used as the sample out of which 205 questionnaires 

were retrieved with a response rate of 83%. However, after checking the filled in questionnaires 

some were discarded due to either inadequacy of the responses or ambiguous responses. So, a total 



5 
 

 

of 185 responses to the questionnaires (78.74%) were considered as valid and were used for 

analysis purpose.  

Data was tested for reliability by using Cronbach Alpha method. The reliability coefficients value 

of 0.7 or more were considered for analysis (Nunnanlly, 1978). All the four validity face validity 

i.e. content validity, construct validity, and criterion validity was tested to confirm the validity of 

the data obtained. The data was analyzed using appropriate statistical tool SPSS software. Factor 

analysis was used to analyze and regression analysis was done to establish relationship between 

dimensions of service quality and satisfaction level. 

Survey Findings 

The demographic profile of the respondents is given in Table 1. From Table 1 it is evident that most 

of the respondents visiting superstores were female as they account for 74% while 26% were found 

to be male. Respondents in the age between 40-50 years were found to be more than other groups as 

they constitute 39% followed closely by the respondents aged between 30-40 years with 35%. 

Respondents with age above 50 years, between 20-30 years, and below 20 years were 11%, 9%, 

and 6% respectively. Among the respondents, 66% were married and 34% were unmarried. 

Majority of the respondents were found to be highly educated as 56% of them hold bachelor degree 

and 14% was master degree holder. Other degree holder constituted 26%.  

Among the respondents, 40% of the respondents were employed and 18% were self employed. 

Where 42% were found not to be involved in any job as most of them are either housewives or 

students. From the distribution of the respondents, income group between 50,000-75,000 Tk. and 

between 75,000-1,00,000 Tk. constituted 30% each. While, 25,000-50,000 Tk. income group 

people were 26%. Income group of more than1,00,000 Tk. and less than 25,000 Tk. were 10% and 

5% respectively. Almost half of the respondents spend 10,000-20,000 Tk. per month on superstore 

purchase as they represented 49% of the respondents. Respondents of groups spending below 5,000 

Tk. and 5,000-10,000 Tk. were comprised of 20% each. While, 7% spends between 20,000-30,000 

Tk. per month and 4% spend above 30,000 Tk. per month in superstore purchase. 

Table 1: Demographic Profile of Respondents 

Gender % of customers 
Male 26 

Female 74 
Age group % of customers 

Below 20 6 
20-30 9 
30-40 35 
40-50 39 

Above 50 11 
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Marital status % of customers 
Married 66 
Single 34 

Academic Level % of customers 
Bachelor 56 
Masters 14 
Others 30 

Occupation % of customers 
Employed 40 

Self employed 18 
Not employed 42 

Income level (‘000 Tk) % of customers 
Below 25 5 

25-50 25 
50-75 30 

75-100 30 
Above 100 10 

Average monthly expenditure in 
superstores  purchase (‘000 Tk) 

% of customers 

Below 5 20 
5-10 20 
10-20 49 
20-30 7 

Above 30 4 
 

After identifying the dimensions for the study, a scale to measure each factor was selected and 

overall scale reliability was checked by Cronbach's alpha Reliability test.  In this study, the item of 

factor considered and the scale selected is having a Cronbach’s Alpha value of 0.896 and having a 

positive relationship with the items considered for this study. Also, the reliability value of the 

factors in satisfaction dimension yield Cronbach’s Alpha value of 0.850. 

Factor analysis of the quality items using principal component method with varimax rotation 

revealed was performed for grouping the quality items.  Factors that have eigen value greater than 1 

were considered for further analysis. The factor analysis revealed seven factors with 71.12% of the 

variations explained. The result of the factor analysis is presented in Table 2.  

Table 2: Factor analysis Values for the Quality Dimensions  

Factor 
Number of Items in 

Each Factor 
Eigen Value % of Variance 

Explained 
Reliability 

Value 

Policy 5 2.44 10.64 0.86 
Physical Aspect 5 2.28 10.41 0.77 
Personal Interaction 6 3.15 10.25 0.83 
Assurance 5 3.53 9.38 0.75 
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Problem Solving 6 2.67 9.85 0.78 
Reliability 4 1.76 10.14 0.87 
Product 5 2.31 10.45 0.79 

 

The first factor was Policy composed of items like variety of brands, stock level, provision for 

customer complaints/ suggestions/comments etc., availability of credit/debit card facility for bill 

pay, and availability of discounts.  

The second factor Physical Aspect consisted of items such as the store has modern looking 

equipment and fixtures, the physical facilities are visually appealing, availability of physical 

facilities (shelf, trolley, basket etc.), the store layout enables customers to move comfortably, and 

layout makes it easy for customers to find products needed.  

The next factor was Personal Interaction which consisted of items related to employees, their 

behavior and knowledge. The items included in this factor were neat appearance of the employees, 

attention to customers, willingness to help, politeness, knowledge, and friendly and enthusiastic 

assistance. 

The fourth factor Assurance comprised of items as provision of free carry bags, waiting time in 

queue, promises that are kept, clearly specified sales slip, and approachable managers are included 

within this factor. 

The fifth factor Problem Solving was consisted of items which were mostly related with solving 

problems of the customers. Items included in this factor were employees’ understanding of 

customers need, willingness to handle return and complaints, sincere interest to solve customer 

problems, speedy service, handling complaints directly and immediately, and security measures 

inside the store.  

Reliability was the next factor that composed of items such as trustworthy brand, correct service, 

error free transactions, and safety in transactions. 

The last factor was the Product which was related to product’s features and characteristics such as 

visual appearance, visibility of price and expiry date, quality, and price. 

Regression analysis was performed to identify the impact of quality factors on customer satisfaction 

using 7 factors of service quality as independent variable and customer satisfaction as dependent 

variable. The result of the regression analysis is presented in Table 3 and Table 4. 

The value of R square in Table 3 indicated the portion of variability in the dependent variable 

(satisfaction) explained by the model.  Based on the analysis above, this indicates that the model 

explained 54% variability in customers’ satisfaction regarding the seven service quality factors.   



8 
 

 

The coefficient of the variables in Table 4 indicates the strength of the relationship between the 

independent variable and dependent variable and the corresponding t values indicate the level of 

importance of the dependent variable. It is evident from the table that Reliability has the most 

significant impact on customer satisfaction (at 5% level of significance). The coefficient value for 

this factor indicates that one unit increase in Reliability increases the satisfaction (t=2.625) of the 

superstore customer by 0.340. The other factors that increase the customer satisfaction in 

decreasing order are Personal Interaction, Problem Solving, and Policy apparent from their β and 

corresponding t values.  

Table 4 also reveals that other three dimensions of service quality Assurance, Physical Aspect, and 

Product do not have significant contribution in increasing customer satisfaction since there is no 

significant correlation found between these factors and customer satisfaction from the regression 

analysis.  

Table 3: Model Summary 

R R Square Adjusted R 
Square 

Std. Error of 
the Estimate 

Durbin-Watson 

0.736 0.542 0.529 0.84 1.901 

 

                    a  Predictors: (Constant), POL, EMPT, REL , PIN, ASSUR, PROD, PROB, PHY. 

                    b  Dependent Variable: SATISFACTION 

Table 4: Coefficients 

  Unstandardized 
Coefficients 

 Standardized 
Coefficients 

t Sig. 

Model  B Std. Error Beta   

1 (Constant) 5.745 .117  49.004 .000 

 Policy .123 .118 0.135 1.042 .023 

 Physical Aspect -3.594E-02 .118 -0.039 -0.304 .763 

 Personal 
Interaction 

.278 .123 0.305 2. 255 .030 

 Assurance 9.847E-02 .118 0.108 0.832 .410 

 Problem Solving .184 .118 0.202 1.557 .027 

 Reliability .311 .118 0.340 2.625 .012 
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 Product 3.472E-02 .118 0.038 0.293 .771 

      a Dependent Variable: SATISFACTION 

Conclusion 

This study was a kind study performed at very basic level to identify the customer perceived service 

quality and its relationship with customer satisfaction. This kind of study was necessary because 

superstores are flourishing in the country as the current market players are planning to open several 

hundred more outlets in the next few years to cope with the rising demand from the consumers.  

From the study it is found that customer perceived seven factors namely Reliability, Assurance, 

Personal Interaction, Problem Solving, Policy, Product, and Physical Aspect as the quality factors 

that have impact on customer satisfaction. In terms of relationship between service quality and 

customer satisfaction, it is found that Reliability has the most significant impact on customer 

satisfaction. This factor increases the customer satisfaction to the highest level compared to other 

factors. Followed by reliability, other factors that are found to be significantly associated in 

increasing customer satisfaction are Personal Interaction, Problem Solving, and Policy.  

It is also found that among the quality factors Assurance, Physical Aspect, and Product have no 

significant impact on increasing customer satisfaction. Therefore, superstores should focus on these 

issues. Superstores need to develop their employees to respond to customer needs appropriately. 

Development in behavioral as well as in other aspects are necessary in such instance. Also, 

customer needs to get some sort of guarantee about their purchase related issues such as filing 

compliant, modification of sales, and purchase information. Lastly, superstores should emphasize 

on shelving their products in proper way and in proper condition so that customer can get all the 

necessary information related to product feature and characteristics. 

Future Research Scope 

The study attempted to identify customer perceived service quality and its relation with satisfaction 

of the superstores. This study is not without limitations. Firstly, the study was a single cross section 

survey. Longitudinal study should be conducted in future to identify the pattern of improvement in 

service quality and customer satisfaction of the superstores. Secondly, the study was only limited to 

super stores in Dhaka city. Future study should include the stores outside Dhaka city to substantiate 

the quality characteristics and their impact on customer satisfaction. Thirdly, this study did not take 

into account the variations in the demographic characteristics. Future studies should include such 

variations to provide more rigorous conclusion. Lastly, the study did not attempt to explore any 

cause and effect relationship. Future study needs to be conducted to explore this kind of 

relationship in relation to service quality and customer satisfaction. 
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