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Performance Appraisal System in Bangladesh Civil
Service: A Review and Recommendations

A. L. M. Abdur Rahman ndc*

Abstract: Performance appraisal system was first introduced during the
period of Chinese Emperors of Wei dynasty (ad 386-534/535). Later on,
after a long span of time, the western world was accustomed and
introduced it in Government sector in the 19th century. In Bangladesh it
was first pioneered by the British colonial Government. At present, in
Bangladesh the performance is assessed by Annual Confidential Report
(ACR). It is mentionable that existing ACR had gone into gradual
changes over time and especially during different times of reform. The
present ACR system is found handicapped to objectively explain the
performance indicators for personnel management, like transfer, posting,
promotion, deputation, training and reward etc. In many other countries
of the region, as well as the developed countries, have already changed
the performance management system and introduced Performance Based
Evaluation System (PBES). The PBES is a scientific process of
performance management as well as performance development tool.
Ministry of Public Administration is trying to introduce PBES on a
piloting basis. As PBES is a new and unfamiliar system of performance
appraisal, it may face a good number of challenges and constraints. With
a view to improve performance management system in Bangladesh Civil
Service at the senior level, there is no way out other than adopting PBES
as an effective tool of human resource management.

1. Introduction

1.1 The concept of Performance Management (PM) has been thought
about as one of the most important and positive developments in the
sphere of Human Resource Management. Managing the public services
in the 21% century has evolved around the world with a view to
improving the performance of the employees both in public and private
sectors in delivering better services to its clients. Performance
measurement is an essential and important managerial activity to
evaluate people at work. Measurement is a significant issue to ascertain
the productivity of any service or organization, public or private. A
human resource specialist 'Beach' defined it as "The systematic

* Rector (Secretary to the Government), BPATC, Savar, Dhaka, Bangladesh.
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evaluation of the individual in respect of his performance on the job and
his Potential for development." Another expert T. H. Stone defined it "as
the process of collecting, analyzing and evaluating data related to job
behaviours and results of individual."

1.2 The importance of Performance Appraisal, inter alia Performance
Management System, is recognized world wide as the essential aspect of
organizational management. It is the means for selecting an individual
for promotion, posting, reward or punishment and is treated as an
effective tool for career planning. Performance measurement refers to an
assessment of the degree of achievement of employees by the controlling
authority in relation to efficiency, output, quality and effectiveness.
Efficiency, essentially and fundamentally signifies the quantum of
output, tangible or intangible indicating the ratio of the amount of output
to the amount of input.

2. History of Performance Measurement
2.1 PMS in Earlier Days

The history of formal performance measurement system can be traced
back to the period of Chinese Emperors of Wei dynasty (ad
386-534/535) who used to appoint imperial assessors to evaluate the
performance of officials with high rank and profile. Performance
measurement for industrial workers was perhaps first introduced in 1800
at Robert Owens’s cotton Mills in Scotland. But this appears to have
been isolated efforts.

2.2 19 Century Development

Widespread use of performance measurement started in public
organizations in the western world in the 19th century. Formal
measurement systems were introduced in industries for hourly rated
workers after the First World War. The practice of measurement
techniques was developed at the wake of Frederick Taylor's time. The use
of formal performance measurement system for managerial personnel in
industry and business, however, is a much later development that really
started only after the Second World War. The year 1960, has been
identified for the extensive use of performance measurement system for
managerial personnel in public and private enterprise industries.
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2.3 Bangladesh Context

In Bangladesh, the Personal Management system used in Civil service, as
well as in all other government offices, is known as Annual Confidential
Report and it contains as many as twenty five attributes for evaluating an
employee. The system for evaluation of performance and personality
traits has many inadequacies in selecting prospective candidate for
shouldering crucial responsibilities. The effective and efficient
achievement of desired national goal, being the main theme of Public
Administration Reform, absolutety depends on choosing the right man
for the right job, having efficiency, dynamism, moral courage, integrity
and honesty. The performance evaluation system should necessarily
facilitate the process of person identification for the requirement of a
specified post. These all in turn speak of an ideal Performance Appraisal
and a good career planning.

2.4 PMS & HRM

Performance Management Sysfem (PMS) is one of the major
components of the Human Resource Management (HRM). The
Performance Based Evaluation System (PBES) is the recent development
of Performance Management proposition. The PBES is popularly known
as an ideal Performance Assessment approach or Performance
Measurement System in an organization. Performance appraisal is a
periodic activity, whereas performance management system is a
continuous process for an overall personnel development.

3. Legacy and Evolution of Annual Confidential Report in
Bangladesh

In Bangladesh, performance is measured in the light of assessment of a
person made in line with Annual Confidential Report.

3.1 Purposes of ACR in Bangladesh Civil Service

ACR in Bangladesh Civil Service is normally meant for a particular
calendar year. Its purposes are: '

(i) Ensuring accountability in Civil Service;

(ii) Providing cumulative records of an officer's performance;

(iii) Playing the role as a means for improving performance;

(iv) Supplying vital information for the purposes of posting, transfer,
training, career advancement and other personnel decisions.
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3.2 Scenario before 1982

In Bangladesh, the Performance Appraisal known as Annual Confidential
Report (ACR) has long traditions and evolutions. Before 1982, ACR
form in Bangla (Bangladesh Form No, 290-Ka) was used for both Class-I
and Class-Il Government servants. The form contained thirteen
specifically narrated indicators to be evaluated as Ka-1/Ka/Kha/GA/Gha.
'Ka-I' stood for very good, 'Ka' for good, 'Kha' for average, 'Ga' for below
average and 'Gha' for unsatisfactory/poor performances. Further, there
were four other blank columhs '14-17' to write down the special
attributes of the Officer Reported Upon (ORU). Besides, items '18-24'
were incorporated to evaluate additional qualities ascribing tick mark
only on appropriate box.

3.3 Secrecy of the Contents

In Civil Service, the contents of the ACR was primarily strictly secret.
The ORU was given only the extracts of adverse remarks, if any. He/she
had no feedback about the improvement of his/her weaknesses and the
ACR thereby lost developmental motivational value or improvement of
the Officer Reported Upon (ORU).

3.4 ML Committee Report in 1982

In 1982, a Martial Law committee was set up to review the format of
Annual Confidential Report. Based on the recommendation of the
committee, some changes were incorporated and ACR form was revised
accordingly. The new form was introduced for class-I officers and the
previous form was kept valid for class-Il officers. The new form was
developed in English and was made open so that the Officer Reported
Upon (ORU) could know his strengths and weaknesses for future
improvement and further development.

3.4.1 Features of New Form

The new form had eight personal attributes and twelve performance
attributes, with a rating scale 1-5. Every item/mark contained descriptive
adjectives, such as personality: Most dignified, effective and dynamic=5;
commands obedience=4; Average personality=3; partially effective=2
and weak=I. The Total grading were outstanding=91-100, Good= 81-90,
High Average=65-80, Average=45-64, Below Average=31-44 and
Unsatisfactory=20-30. The form was for all class-I officers except
secretary, Additional Secretary Incharge/Joint Secretary Incharge.
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3.5 Change in 1984

In 1984, minor changes in the overall nomenclatures of the grading were
done and both ACR form-I and ACR form-2 were translated in Bangla
and were introduced as such. The overall grading slaps of ACR form-1
were:

Extraordinary = 91-100
Very Good = .81-91
Good = 65-80
Average = 45-64
Below Average = 31-44 and
Unsatisfactory = 20-30

3.6 The Problem of Feedback

The decisions of providing feedback of weak points to the concerned
ORU allegedly led to overrating and deterioration of personal
relationship between the ORU and the RIO. The Government as such
made the ACR closed again from 1985 (vide circular of CR branch,
Ministry of Establishment, dated 5th May, 1985.)

3.7 Changes in 1990

In 1990, some major changes were brought in the ACR form-I and the
existing ACR form-1 [Bangladesh Form No. 290-Gha (revised)] was
introduced with some development. The form has thirteen personality
trait items and twelve performance attributes with a rating scale of 1-4.
Some of the items of personal attributes have been inter changed. Four
new attributes such as reliability; capability to take decision; interest and
capability to train subordinates and promptness in initiating and
countersigning ACRs have been added. The overall grading as per the
new form, is outstanding=95-100; Very Good=85-94; Good=61-84;
Average=41-60 and Below Average=40 and below. No descriptive traits
for award of score have been introduced.

4. Existing Performance Evaluation (ACR): Short Comings and
Weaknesses

4.1 Nature of Attribute in ACR

As discussed above, present ACR has twenty five attributes, thirteen

oe¢



Performance Appraisal System in Bangladesh Civil Service: A Review and Recommendations
A. L. M. Abdur Rahman ndc

personal and twelve performance attributes with a rating grade 1-4
without any descriptive attributes. This compels the RIO to be totally
subjective in awarding marks. Personal trait forms 52% marks and
performance attribute 48% marks. Devotion to duty, volume of work and
quality of work comprise only 16% marks. As a result, placement of too
many indirect attributes neglecting the quality and quantity of work is
appeared to be one of the major shortcomings. Moreover, most of the job
criteria are overlapped rather than work related or job centered.

4.2 Instruction in Part-II1 & Part-IV

In part III and part IV, some of the items/traits are highly correlated. For
example, if an ORU is well disciplined, he must be punctual and one
who have no sense of responsibility, he cannot be devoted to his duties,
discipline and punctuality. On the contrary, an officer with, good sense of
responsibility, must be security conscious. Further, "initiative and drive";
"promptnesses in taking action and carrying out orders", "co-operation"
seem to be very broad in nature and overlapped. There is a separate
item/trait for 'personality' which may not be required at all, since all other
personality traits combined together make the personality of a man. It is
so that deficiency in one may lead to the failure in others. It is not logical
to set correlated items for separate scores.

4.3 Comparison of Grading

Comparison of the overall grading of pre-1990 and 1990 ACR is as
follows:

Table-1: Comparison between Pre-1990 and 1990 ACR

Grading | Pre-1990 ACR score LA (efslng Remarks
Outstanding 91-100 95-100
Very Good 81-90 85-94
Good 65-80 61-84
Average 45-64 41-60
Below Average 31-44 40 and below
Not satisfactory 20-30

This shows that "good" grading has been attributed '61-84' marks having
a wide margin possibly without a good reason behind.
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4.4 Comparison between Personal Attributes

Comparison between personal attributes and the performance attributes
of the pre-1990 ACR and the current ACR are as follows:

Table-2: Personal Attributes in ACR

Pre-1990 ACR Items

Existing ACR Items

Remarks

Sense of discipline

Same as pre-1990

ACR
Judgment and sense of -do-
proportion >
Intelligence -do-
Initiative & drive -do-
Public Relations -do-
Personality -do-
Co-operation -do-
Security Consciousness -do-
Punctuality Brought from
performance trait of
\ pre-1990 ACR
Reliability Newly added
Sense of -do-
Responsibility
Interest in work -do-
Promptness in taking -do-

action and carrying
out orders

4.5 Comparison 1990 ACR & Existing ACR
Table-3: Comparison of Performance Attributes
of the Pre-1990 ACR-and Existing ACR

Pre-1990 ACR Items

Existing ACR Items

Remarks

Professional knowledge

Same as pre-1990 ACR

Quality of work -do-
Output of work -do-
Ability to supervise and -do-
guide ’
Relationship with -do-
colleagues

Capability to implement -do-
decision

Power of expression-written -do-
Power of expression-oral -do-
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Sense of Responsibility Devotion to duty

X Sense of
and Devotion to duty

responsibility has
been shifted to
personality traits

Capability to take Newly added
decision
Interest and capability to -do-

train subordinates

Promptness in initiating -do-
and Countersigning ACR

4.6 Pen Picture by the RIO

The fifth part is the space kept for pen picture by the RIO. In many cases
it is seen that (i) the qualities of the ORU which have been marked in
part-IIl & part IV are again mentioned in this space, (ii) the remarks
written contradict to the marks awarded to each individual trait, (iii) the
remarks contradict to the overall grading of the ORU, (iv) special
qualities of the ORU are not mentioned. For example, the overall grading
made by RIO is good but in the ‘pen picture' the ORU has been awarded
an adverse comment. For example, in some cases, the overall grading of
the ORU is seventy five but he/she has been adjudged as the asset of the
country in the 'pen picture'. These inconsistencies are unfortunate and
diminishes the value of Performance Appraisal System (PAS).

4.7 Less Scope to Assess according to Professionalism

Present ACR lacks in evaluating an ORU as per his/her professional
activities, for there is no such item to be evaluated. For example, an
Upazilla Nirbahi Officer and Deputy: Commissioner may be evaluated for
their contributions in the field of primary education and eradicating mass
illiteracy, a teacher (education cadre) for his contribution in teaching, a
fishery officer for his service in pisciculture, a Livestock officer for his
relevant service to the people and so on. It is felt that there should have
been specific professional/job oriented criteria for performance
evaluation.

4.8 No Specification of Training Need or Aptitude

In the sixth part of the existing ACR, specific comments are not made as
to the training need and aptitude of the ORU. These are pre-requisites for
a sound human resource development planning, without which the
deficiency of the ORU cannot be removed and he cannot be made ready
to shoulder higher responsibilities in future. These should be clearly spelt

ov
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out by the RIO.
4.9 No Mention of Last Date of Promotion

In the column "fitness for promotion" four specific traits are to be ticked.
This is also discriminately ticked by the RIOs. Because in most of the
cases, the RIOs are not aware of the time of ORUs last promotion. To
rectify this, a column for "date of last promotion" should be introduced in
the "Bio-data" Part (part two) of the ACR.

4.10 Lacks Comment of CSO ..

The seventh part of the ACR is for the CSO. In many cases, he/she did
not indicate whether the evaluation of the RIO is very good/reasonably
good/ conservative/liberal/biased. The CSO mostly does not write any
comment in the space as provided in the ACR. This is an irregularity and
does not help in proper assessment of the ORU.

4.11 Under Rating of ORU by RIO

Personal experience reveals that in some cases, ORU's failure to comply
with illegal/unethical request of RIO are reflected lower rating than the
ORU actually deserves. This happens because of the traditional and
subjective system of Performance Appraisal. Furthermore, in some cases,
the CSO do not possess any idea about the performance of the ORU and
even then they evaluate the ORUs discriminately. This is one of the
weaknesses of the present ACR and this can be removed by evolving a
formula for ideal evaluation of the ORUs.

4.12 Indulgence of Sycophancy by Subordinates

Usually the communication flows downward. Rarely subordinates can
give meaningful feedback to the superiors. To avoid undesired marking
in the ACRs which may hamper promotion or other upliftment process of
the ORUs, they normally follow other ways. To keep the superiors in
good humour and to facilitate their career path (for getting extraordinary
grading) many subordinates indulge in sycophancy. This adversely
affects development and maintenance of healthy working relation
between officials at different levels in the hierarchy.

4.13 Irrational use of Adverse Comment

Before making an adverse remark, the RIO must follow the instructions
laid down below:
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~(a) In case of initial offence, first point out verbally the
mistake/omission committed by the officer concerned and suggest
corrective action;

(b) In case of recurring or a deliberate offence/error/omission, a
written warning should be issued. The warning should be frank,
firm and unambiguous.

It is found from experience that in almost all the cases, when adverse
comments were written no such warning is usually issued. In such a
situation any such adverse comient could hardly be sustained.

5. Some Issues for Consideration

5.1 BPSC Report in 1990

Bangladesh Public Service Commission in its report of 1990 stated as,
"very often the officers reported upon had been assessed 'mot fit for
promotion', though the overall rating of the officer was satisfactory and
he/she had fulfilled all the criteria for promotion prescribed in the
relevant rule. In some cases, it is found that initiating officer had made
adverse comments in different columns of the ACR forms but the ORU
had been recommended for promotion. It is extremely undesirable to
have contradictory remarks in the ACR." The Commission has further
noted that the adverse comments were not communicated to the
concerned officer for long time. Some cases of writing ACR after long
time delay had come to the notice of the Public Service Commission. All
these issues need to be addressed properly.

5.2 Survey by BPATC

BPATC in a survey found that 34% (84 out of 246) respondents from
different services who got more than 80% marks in their ACRs, had full
knowledge about their ACRs and 33.5% (82 out of 246) had partial
knowledge. It indicates that the ORUs who got very good/good in the
ACRs happen to know about their score although the ACRs are not
supposed to be shown to the ORUs. It indicates that the present
Performance Management System is not working well in terms of
secrecy.

5.3 Justification of Assessment Rating

"Instructions for Filling up ACR form-l1 and ACR Form-2" has been
published and introduced by the Ministry of Establishment in 1982, in
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which it is mentioned as "An outstanding grading is received only in
very exceptional cases and such officers will be only amongst the top 5%
of gazetted officers in the organization. An officer will be considered
"outstanding" only when he/she sets a unique example of dedication to
duty or an extraordinary service to the people or so efficient a service
that results in remarkable achievement for the organization." It is not
being followed in many cases by the RIOs. To avoid such type of
overrating the RIO/CSO should be instructed to cite specific example to
justify the marking. Otherwise, that particular ACR of the ORU be
considered as good or an average of the last five years ACR be taken into
consideration.

5.4 Transparency in Assessment

It could be recalled that before 1985, it was also envisaged in the above
mentioned instructions that "Parts I-VI of the ACR will be shown to the
ORU, for which purpose an interview will be fixed by the RIO with prior
notice. In the interview, the RIO will informally and frankly, present
his/her assessment of the performance to the ORU, He/she will commend
the ORU for good work and also point out his/her shortcomings, with
necessary advice for correction”. Although, this provision was withdrawn
by the Government since 1985, no effort had yet been taken to revise the
instructions. Recently, Ministry of Public Administration has undertaken
initiative in this regard.

5.5 Justification of Reform in Appraisal System

5.5.1 The design of the form of ACR and the way of its operation hardly
cope with the purpose of ACR. Like other developed and developing
countries, Bangladesh can also introduce the goal and result-oriented
system of appraisal in the BCS to have better results.

5.5.2 To make the Appraisal system more effective, career development/
planning is to be integrated with it. In order to make it more realistic and
meaningful, selection of the right man for right job is a prerequisite.
Transparency, effectiveness, accountability, rationality and dynamism in
all the spheres of administration should be restored. It is very much
necessary to revise the existing ACR form which will surely & positively
contribute in Public Administration Reform.
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6. The Performance Based Evaluation System (PBES): A Paradigm Shift

6.1 The PBES is the most recent concept evolved in the arena of
scientific performance management system. It is necessary to mention
that some works have already been done on PBES. First of all, back in
2007, this idea was propagated by the Ministry of Public Administration
to replace existing Annual Confidential report (ACR) with PBES. Some
donor agencies came up with fund and Ministry of Public Administration
with the assistance of development partners devised a format of PBES. In
this regard workshop was held and inter-ministerial discussion took
place. Attempts were made mainly from Confidential Report Branch of
the Ministry of Public Administration. Officers from different Cadres
were invited in the workshop held at BIAM sometimes back in 2007.
Later on the issue was dropped down like many other research drives of
the Ministry of Public Administration.

6.2 The issue was again activated when a PIP group of MATT-2
Programme headed by Monwar Islam, the then Joint Secretary of CPT
Wing of Ministry of Public Administration, took PBES as their
Performance Improvement Project (PIP). They could comfortably
managed the issue, as some basic job was already done by the Ministry
of Public Administration earlier. Further enquiry reveals that Mr. Islam
took the same discourse in his NDC Individual Research Paper, in 2009.
Of course this time he tried to make significant improvement of it. So,
one could obviously find some legacy and ground work on PBES.
Anyway, PBES in present day, is a common tool for measuring
performance in many corporate offices and private sector business. It is
also used in Bangladesh Defence Services with some acceptable
flexibility.

7. Performance Based Evaluation System (PBES)
7.1 Role of PBES

Performance measurement system has been used as an important
management tool and assessment index to ensure the expected output and
measure outcome. A major overhauling, leading to qualitative change in
service delivery of Bangladesh Civil Service, is a prime need of the time.
Without an efficient and committed Public Administration, vision 2021 as
declared by the Government can never be optimally implemented. The
incorporation of Performance Based Evaluation System (PBES) in place of
present ACR, may bring an incremental change in Bangladesh civil service.
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7.2 PBES as a Problem Solving Tool

The perception of PBES in context with BCS is to improve the quality of
performance of the personnel working in the same in order to achieve the
targeted results. It facilitates the mutual understanding of the practices by
the policy makers and other actors assessees/officer reported upon
(ORU), assessor/report initiating officer (RIO), Counter Signing Officer
(CSO) - in Public organizations. The main motto of PBES is to find out
the problems currently faced by the organization and the challenges
ahead of it. One of its principles is to identify the potential gap between
an employeeOs actual performance and expected performance with a
view to minimize the gap. PBES incorporates employee's feedback,
development and market compatible compensation package.

Performance based evaluation system, not merely change the skeleton of
ACR, rather it is an integrated comprehensive approach which tries to
build a linkage among transfer, posting, promotion, training, award,
reward, and recognition and in some cases sanctions also. PBES can play
a vital role in ensuring effective civil service and creating a phenomenal
change in the arena of good governance.

7.4 Scope and Objectives of PBES

The significance of Performance Based Evaluation System is to ensure
expected results which inevitably involves on how individual
performance is measured in relation to the strategic goal of a public
organization. The probable specific objectives of PBES are listed below:

(a) To ensure a realistic yardstick for evaluating individualOs
contribution to the implementation of the government
policy/program, efficiency level, managerial strength and
development activities;

(b) To assess the individual in achieving the organizational goal;

(c) To pave the way for right man on the right place by considering
the potentiality of the employee;

(d) To envisage a realistic basis for assessing training needs,
eligibility of promotion, appropriateness of reward and
development of inner qualities of an individual officer;

(e) To make an accurate distinction between good performer and
non-performer.
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7.5 Model of PBES

Performance Based Evaluation System is a process whereby a ministry/
division/department/agency may involve its employee both as individual
and a member of the group, with a view to realize its organizational
strategic goal and objectives. Following PBES, many of the South-East
Asian countries like Singapore, Malaysia and South Korea have achieved
tremendous organizational development. A probable model of PBES has
been developed taking experience of those countries and especially the
piloted PBES by the Ministry of Public Administration. It may be
mentioned that Defence Services and Bangladesh Bank have also
successfully introduced modern PMS for their respective officials.
Attempts have been taken by Ministry of Public Administration to
validate the model.

8. Stages of PBES

The PBES may be divided into six stages considering its operational
dimensions. We are giving below the brief identity of the whole system:

(a) Preparation of a Forward Job Plan (FJP) — the planning process
(b) Implementation Monitoring of FJP — Monitoring process

(¢) Objective evaluation of performance evaluation process —
Performance measurement

(d) Ranking by an independent body — External evaluation

(¢) Improvement of performance (for non performance) — positive
achievement

(f) Linking PBES to Career path — Career Management
9. Description of Stages:
9.1 Stage-1: Formulation of a FJP (the planning process)

9.1.1 PBES starts with yearly work target, setting of goals in order to
achieve the optimum output. There are five queries in planning process
of PBES, as narrated below:

(a) What job is to be done;
(b) Why to be done;

(c) How to be done;

o8



CETIRP-GI17 SRR, FeYT b, NIAT-NGZITG 38 0/GEN3Z-[CTTHF 030

. (d) Who would make it done;
(e) When it would be done.

9.1.2 So in formulating this basic plan, the above mentioned five quires
must be addressed properly. It could be remembered that three sorts of
performers would be involved with the whole process of PBES. They
are-

(a) The Assessee (ORU);
(b) The Assessor (RIO); -
(c) The CSO (the arbitrator and final decider).

9.1.3 At the first stage, the Assessee will have to formulate a FJP taking
necessary inputs from his immediate controlling officer. From the
managerial view point, his FJP should combine the attributes of SMART
analysis i.e. Systematic/Specific, Measurable, Achievable, Realistic and
Time bound. PJP will essentially be. developed on job description. In PJP
system, one has much scope for inclusion of innovation, intuition, skill
and experience etc. In other words, there has been much scope for
adoption of new ideas and thoughts as well.

9.1.4 Speaking precisely, the business of the ORU is to prepare an
Annual Action Plan (AWP) in consultation with the RIO. The business
with in the AWP may be divided into 4 quarters in a calendar year. After
finalization of PJP, the ORU and RIO will authenticate it by joint
signature. In case of disagreement if any, the CSO will play the role of
arbitrator.

9.2 Stage-2: Implementation Monitoring of FJP (Forward Job Plan)

In the PBES, Implementation and Monitoring will run hand to hand.
Throughout the reporting period, the supervisor (RIO) would regularly
monitor the progress of performance of the Assessee. Monitoring of
implementation may be done weekly, bi-weekly, fortnightly, monthly or at
least quarterly as per requirement of the job. Regular monitoring is very
effective tool to address the lapse and gaps if any from the side of the RIO.

9.3 Stage-3: Objective Evaluation of Performance

Evaluation of performance in an objective way is very crucial for any
organization. In PBES the performance of an officer is assessed on the
basis of work done during the period under consideration as it was

o



Performance Appraisal System in Bangladesh Civil Service: A Review and Recommendations
A. L. M. Abdur Rahman ndc

agreed upon in times of preparation of Forward Job Plan (FJP). It may be
mentioned that the Key Performance Indicator (KPI) may differ from one
service to another service and one post to another. However, there may
be some common criteria like planning capacity, organizing power, goal
setting standard, implementation follow up, output and outcome
assessment, moral standard, integrity, sincerity, professional skill,
leadership quality, ICT literacy and resource management efficiency etc.

9.4 Stage-4: Ranking by an independent body

In the PBES, objectivity is the prime issue for consideration. So, the 3rd
party evaluation goal which will assess the ranking of the incumbent for
the service benefits as well as administrative and financial aspects. The
board will play the role of an appellate authority in case of disputes
among the assessee, assessor and the countersigning authority.

9.5 Stage-5: Performance Improvement for Weak Performers

In the PBES there is a way for self correction and upgradation of the
assessee by use of motivation from the part of the supervisor. Some
degree of flexibility exists here for improvement of performance those
who can not perform well at the initial stage. The supervising authority
will amicably monitor the activities of the RIO. Even if anything running
wrong, he will be guided to correct it, and necessary motivational
programs will be undertaken. He will be given a considerable timeframe
for self improvement. If meanwhile he fails to reach the targeted level,
actions will be taken against him.

9.6 Stage-6: Linking PBES to--Promotion, Award, Reward, &
Sanction

9.6.1 One of the benevolent aspects of PBES is that it is so designed to
linking up good performance with reward, in terms of good financial
packages, promotion and important placement/posting or otherwise. In
the Singapore system, they follow the principle "reward for work and
work as reward". If no such reward or.award system prevails, the good
performer would be frustrated and feel discouraged. As a whole the
organization will be affected.
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9.6.2 The PBES model as piloted by Ministry of Public Administration
will be clearer from the following diagram:

| Stage3
 Evaluation

Stage-1 @
Planning |

Fig. 1: Proposed Model of PBES
10. Purview of PBES

An examination of different administrative units in Bangladesh shows
that PBES may be applied in Ministries, Divisions, attach Departments,
different Corporations, Autonomous and Statutory bodies throughout the
country. Depending on the job nature, job description and other
parameters, the Key Point Indicators (KPI) may slightly differ from one
organization to another. Even, depending on the nature of business, it
may to certain extent differ from one post/service to another. Analysis
says, these sort of deviation is not significant for overall consideration.

11. Analytical Framework
11.1 Integration of Micro Level Vision in PBES

PBES as we have discussed earlier, is a process to examine, assess,
monitor and improve the performance of an individual working in an
organization, especially in our case, in the senior position of Bangladesh
Civil Service. Under the skeleton of PBES, the whole scenario that exists
between an organization and personnel working in the organization, can
be better explained by use of an analytical framework. The analytical
framework reveals the vision, mission, strategy, goals, annual action
plan, implementation process, monitoring, evaluation and ultimately
identification of good performance in order to reward/award the best
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possible performer. The analytical framework is a strategic way of
finding the reality existing within an organization and to take necessary
action as required.

11.2 A diagram of analytical framework is given below for further
understanding and comprehensive idea:

Analytical Framework

ACR Promotion
Traditional System (No Work Plan)

EVALUATION
SYSTEM

Modern System >

7

State Vision

Reward /
Recognition

Org. Strategic Goals

Ministry's Mission
Fig. 2 Analytical Framework of PBES

11.3 Analysis of the Diagram

The above diagram shows that evaluation is divided into two systems i.e.
traditional and modern. At this juncture, ACR is a traditional system
whereas PBES is modern system. There is no annual work plan in
traditional ACR system, on the one hand. On the other hand, the PBES is
based on annual work plan in the broader perspective of organizational
strategic goals, ministry's mission and national vision. Moreover, ACR is
used only for promotion. But the PBES will be used for promotion along
with financial incentives, reward, recognition and also, in certain cases,
sanctions.
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12. Comparative Advantage of PBES

PBES beyond doubt has some advantages over the present system of
Annual Confidential Report as explored by Mr. Monowar Islam in his
NDC Individual Research Paper titled as OPerformance Based
Evaluation System for Bangladesh Civil Service — Challenges and
OpportunitiesO. He found some tangible advantages of PBES over ACR
system. Considering the relevance, we are showing below the findings in
a diagrammatic form as developed by Mr. Islam:

Table-4: Comparati\";e Advantages of PBES

Level Present Proposed Incremental
evels ACR System PBES benefit
Subjective Objective Justice is ensured
evaluation & evaluation &
performance is performance is
not measurable measurable
reasonably
No clear Accountability Accountability is
5 % accountability would be ensured ensured
Individual is visible
Level - .
Right man in the Right person would Efficiency is valued
wrong place and be selected for
vice versa right position
Career Planning is Career Planning Produces quality
missing would be easy officials
Less opportunities f Create positive Meritocracy gets
or positive competition among preference over
competition among the officials spoil system
officials
Limited scope for Wide scope for Team spirit is
team efforts team work uphold
Routine work is Link with the goals Output of
done of an organization organization is
Institutional enhanced
Level Static system Dynamic system Society is benefited
No initiative for Change Easy to take
change management pragmatic decision
management would be for organ.
encouraged
Transparency is not Transparency is Ensures equal
ensured ensured opportunities for all
No annual work Based on annual Easy to monitor and
plan work plan achieve organizational
target
Individual self- Client's/stakeholder's | Customers, clients,
interest undermines choice is uphold and stakeholders
the Client's are valued
. /stakeholder's
Systemic interest
Level — — -
Traditional work Opportunities to Reduces the time,
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Levels

Present
ACR System

Proposed
PBES

Incremental
benefit

process is followed

reduce the work
process in an
organization

money and energy &
benefit the organ.

Ample opportunity

Helps to combat

Reduces the misuse

for corruption corruption of the public
resources

Individual or group People oriented Ultimately benefit

interest is served rules, regulations, the people and the

. policy and

society as a whole

F programme are
taken

Source: Survey data & information of the research study by Mr. Islam

13. Problem in Introducing Performance Based Evaluation System

Definitely PBES is an improved version of performance evaluation
process over the ACR system. In fact, in ACR a person is subjectively
assessed, whereas in PBES an incumbent is thoroughly and objectively
evaluated keeping in consideration his potentials, strengths, weaknesses
and threats. The problems of implementing PBES can be termed as
challenges of implementation. The implementation challenges may be
categorized as individual challenges, institutional challenges,
miscellaneous challenges and systematic challenges. In case of
individual challenges, the issue of frequent transfer, negative
bureaucratic mindset, poor compensation package etc may be considered.
In case of institutional challenges one would observe, the present
administrative set up is not ready.to implement PBES. Absence of
strategic goals in majority of the organizations under BCS and
inadequate span of control are more prominent. Referring to
miscellaneous types of challenges we could name rampant corruption as
well as corrupt practices in Civil Service, strong tadvir of powerful
officers for crucial posting and promotion, lack of proper
decentralization of authority, undesirable politicization of Civil Service
and last, but not the least, inadequate facilities towards practicing e-
governance may be cited. Moreover, there have been some systematic
challenges adhered to the present systems as constraints. Among
systematic challenges we could name non existence of some core
policies like- Civil Service Act, Appropriate Promotion Policy,
Placement and Deployment policy, Career Planning, Human Resource
Management Policy and Civil Service Authority etc. may be mentioned.
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14. Recommendations

Following are the recommendations to revise the existing ACR form:

A. The overall grading of marks should be rationalized.

B. Present ACR should be replaced by partially confidential and
partially open system.

C. Objective criteria needs be developed immediately.
D. A half-yearly assessment system may be introduced.

E. The points for assessment should be goal oriented and profession
related.

F. Present "Instructions for Filling up ACR Form-1 & ACR Form-2"
should immediately be revised and introduced.

G. Instructions to be issued to the RIOs and CSOs to the effect of not
overrating the ORUs, especially "outstanding" grade to so many
officers.

H. In order to minimize delay in submitting ACRs-
(i) Actions should be taken against the person/persons making delay.

(i) Comprehensive training on Performance Appraisal (writing of
ACR) should be included in all training courses.

I. Career planning of an officer should be devised and the ACR form
should be revised accordingly.

J. System of rewarding the better performer and punishing the
worthless should be introduced.

K. ORUs should be protected from the ill and malafide intentions of
the RIOs by the CSOs.

L. Only those civil servants whose assessment had been highly
satisfactory (extraordinary/very good) should be placed on a 'fast
track' promotion and linking promotion with excellent
performance are to be done.

M. Training should be imparted to the ORUs on the particular aspect
where they have deficiencies.

N. Periodical interviews should be arranged between ORUs & RIOs
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. to assess the deficiency & special trait of the ORUs.

O. While giving adverse comment specific occurrence should be
mentioned and before that concerned ORU should be given
chance to rectify as per existing practice.

P. Adverse remarks should be communicated to the ORU by the
Ministry of Public Administration within one month of receipt of
the ACR. Person/persons at fault for delay should be taken to task.

Q. A task force be immediately formed to study & revise the present
ACR form accordingly.

R. Last but not the least, the existing ACR system should be replaced
by gradually modern Performance Based Evaluation System
(PBES).

15. Conclusions

We have already mentioned that. performance appraisal system was first
introduced during the reign of Chinese Emperors of Wei dynasty (ad
386-534/535). Gradually it has gone through a process of development
over centuries. Performance appraisal system took a turning point in the
19th Century in Europe. Eventually it spread over the whole world. In
the sub-continent, it was introduced first during the British period.
During Pakistan period more or less the same system was followed. At
present, Annual Confidential Report being used in Bangladesh civil
service, was last amended in 1990. Since then no change has been made
so far. The main draw back of the existing Annual Confidential Report
system is that it evaluates performance on subjective basis. There is a
little scope for objective analysis of performance measurement. Of
course, there are a lot of confusions and ambiguities exist in different
attributes of the ACR form. The present Annual Confidential Report is
not at per with modern system of performance evaluation. Recently the
Government is seriously thinking about making changes in the structure
and modalities of Annual Confidential Report. The present Annual
Confidential Report system is supposed to be replaced by Performance
Based Evaluation System (PBES). The Government is already trying to
piloting Performance Based Evaluation System (PBES) in different
public offices. There are many challenges and obstacles in the process of
implementing Performance Based Evaluation System (PBES).
Performance Based Evaluation System (PBES) should be so carefully
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introduced to all public offices in a way that there should be least
resistance and gradually it would be accepted by all. It needs sufficient
orientation and motivation of the public employees to make Performance
Based Evaluation System (PBES) a success.
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Public Debt and Economic Growth in Bangladesh: A
Causality Analysis

Mohammad Amzad Hossain*

Abstract: Government borrowings (often considered as public debt)
occupies the central place among different means for accelerating
economic growth in the resource scarce less developed economies. In the
initial years of independence Bangladesh adopted cautious strategies of
borrowings from internal and exteknal sources under restricted economic
policy framework. However, the bitter experience of such policies in
promoting economic growth led the economy moved towards greater

- borrowings under liberalized economic atmosphere. The objective of this
study, therefore, has been to empirically examine the relationship
between public borrowings and economic growth in Bangladesh for the
long span of time period from 1974-2014. The time series econometric
technique has been applied to determine the direction of causality
between debt and economic growth. First, the stationarity properties of
the time series data have been checked by the Augmented Dickey Fuller
test and Phillip-Parron tests. The test results confirm that both nominal
GDP and total public debt are non-stationary processes that are of order
1. Furthermore, there is evidence of a long-run equilibrium relationship
between total public debt and economic growth form the Engel-Granger
two steps procedure of cointegration test. An error-correction model is
estimated to investigate the short-run dynamics of the long-run
relationship between the variables. The results indicate the absence of
causality between pubic debt and economic growth in the short run. This
suggests that short-run variations in public debt and growth rate may be
dominated by business cycle fluctuations with no clear causal pattern in
the short run. However, the evidence of bidirectional causality between
public debt and economic growth in the long-run indicates that both
public debt and economic growth reinforce each other in a longer term
perspective.

1. Introduction

Underdeveloped and developing countries often suffer from the scarcity
of tangible resources because of trade deficit and current account deficit.
Consequently they are encouraged to borrow both from domestic and

* Professor, Department of Economics, Jahangirnagar University, Savar Dhaka 1342, Bangladesh
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external sources to enhance their economic growth. However, there is no
general consensus in the literature whether public debt is a driving force
of economic growth. It has been observed that debt and its repayments
act as an encumbrance to the economic growth and development of
developing countries. In the past three decades it has been observed that
public borrowings have been the main cause of decline in investment and
the growth performance of many nations.

Chenery (1996) has argued that the main reason of external debt in
developing counties is to fulfill saving investment gap. Foreign debt
augments investment and so the economic growth. However, literature
shows that besides fulfilling the saving investment gap, external debt
adversely affects the growth of the developing countries, which is mainly
due to the restrictions of the donor agencies.

Developing countries like Bangladesh suffers severely from the
excessive dependence on public borrwoings. High interests on external
as well as internal debt create macroeconomic imbalances and adversely
affect the avenue of economic growth. According to World Bank, the
total external debt of the developing countries has increased from US §$
411.4 billion to US $ 523.4b billion over the period 1990-2002(WDI
2004). After 1980s, in most developing countries, the rate of debt
accumulation and increase in debt servicing are highlighted as major
factors affecting the growth rate of output. Due to the structural
imbalances caused by excessive dependence on foreign debt most of
these countries lost their competitiveness in the international market
mainly as a result of insufficient exchange rate adjustments. Besides, the
deterioration of terms of trade, economic mismanagement and crisis of
governance also lowered growth rates in the developing countries. The
downward pressure was larger in the countries facing higher debt burden
as these countries faced higher interest rates, decline in the external
resource inflow, lower export earnings, lower domestic output and lower
imports.

The empirical literature indicates that the critical ratios that can be
helpful in determining the debt burden of the countries include debt-to-
export ratio, debt-to-output (i.e., output can be measured either in terms
of gross domestic product or gross national product), and the ratio of
debt servicing to export or output. If for a country these ratios are larger
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than the critical values, the impact of debt on the country’s growth may
become negative. For example, Pattillo, Poirson and Ricci (2001), report
that average impact of debt on economic growth becomes negative when
debt-to-export ratio is around 160—170 percent and debt-to-output ratio is
around 35-40 percent. According to these ratios for South Asian
countries, we can see large variations. For example, in Bangladesh, in
1990s, the debt-to-GNP ratio was above these critical levels (> 50
percent) but due to a large external sector, the debt-to-export ratio was,
on average, below 170 percent. As a result, it may generate negative
impact on economic growth. Keéping this in view, we examine the
impact of government borrowings on economic growth in Bangladesh.

The study is be based on the annual data from 1974 to 2014. In order to
analyze short-run dynamics and long-run relationships public borrowings
and economic growth the study makes use of Vector Autoregression
(VAR) and Vector Error Correction (VEC) specifications in this study. As
unrestricted VARs do not impose co-integration on its variables, a VEC
model needs to be set up if the variables are known to be non-stationary
and cointegrated. The study will use both the ADF and PP test to see
whether the considered variables are stationary or not. Then the Johansen
Juselius test will be applied to examine the cointegration of the variables.
Finally error correction models and Granger causality tests will be
applied to examine the short run dynamics of long run relationship
between public debt and economic growth.

The paper is organized as follows. After introducing the issues and
rationale of the study in section 1, section 2 will present a survey of the
literature. Section 3 sets out the framework for testing stationarity,
cointegration, error correction models and causality among the variables.
Finally, section 4 concludes the paper with policy implications.

2. Survey of the Literature

A good number of studies have dealt with the external debt-economic
growth relationship over the last two decades. After the second oil crisis
in 1979, all countries were affected by the worldwide recession of 1980-
1983. Due to low commodity prices, high real rates of interest and
sluggish growth in the industrial countries, several debtor countries have
experienced debt servicing difficulties. Thus the period since 1982 has
been described as a period of debt overhang. Savvides (1992) asserts
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that if a debtor country is unable to pay its external debt, debt payments
become linked to the country’s economic performance. The country
benefits only partially from an increase in output or exports because a
fraction of the increase is used to service the debt and accrues to the
creditors. Thus, from the perspective of the debtor country as a whole,
the debt overhang acts like a high marginal tax rate on the country, thus
lowering the return to investment and providing a disincentive to
domestic capital formation. The disincentive effect of the debt overhang
may have repercussions on private saving and investment, even when all
external debt is held by the government. The government has little
incentive to institute policies to promote domestic capital formation or to
reduce current consumption in exchange for higher future economic
growth when the benefits from such policies go to creditors in the form
of higher debt payments. Using the cross section-time series data from 43
less developed countries for the period of 1980-1986 by applying Two
Stage Limited Dependent Variable model (2SLDV) procedure Savvides
(1992) concludes that debt overhang and decreasing in foreign capital
inflows have a significant negative effect in investment rates. When
capital inflows are divided into commercial and noncommercial flows,
the conclusion differs. A decrease in commercial inflow is a significant
factor in investment rates. On the other hand, noncommercial inflow is a
not a determinant factor in lessening investment rate. This result is also
consistent with the IMFOs (1989) conclusion. It concluded that debt
overhang is a significant factor influencing slowdown in investment.

Kruger (1987) states that after the-tise in oil prices, the oil importing
developing countries faced large current account deficits. On the other
hand, oil exporters had large current account surpluses, which they lent
to the commercial banks, which in turn financed the deficits of oil
importing countries, thus the surpluses of the oil exporting countries
were used by oil importing developing countries. Bauerfreund (1989)
used a computable general equilibrium model to measure the cost of
external debt to the Turkish economy. His dissertation explains the issue
of the debt overhang, using a multi sector, non-linear general equilibrium
model. The approach taken to measure the debt overhang is to compare
the growth rate of the Turkish economy following hypothetical debt
forgiveness. In Bauerfreund’s thesis, two debt overhang measures are
evaluated. The first one is set by Sachs (1986), who indicates that when
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indebted countries pay their debt, these payments require a transferring
of resources from the private sector to public sector. In order
governments to pay debt obligations, they need to levy a tax on the
private economy. This increasing taxation causes a decrease in the net
returns of investment, resulting in a reduction of investment in the debtor
countries, and a negative effect on future production and income. The
second one is set by Feldstein (1986). It is argued that the debt burden is
not a problem of freeing resources to debt service payments but also
doing so in a way that converts thése resources into foreign exchange. It
is believed that indebted countries are able to achieve this by, increasing
~exports but in practice the experience shows that maintaining the
increase in exports is too difficult.

Deshpande (1997) attempted to explain the debt overhang hypothesis by
an empirical examination of the investment experience of 13 severely
indebted countries. The severely indebted countries are Algeria,
Argentina, Ivory Cost, Egypt, Honduras, Kenya, Mexico, Morocco, Peru,
Philippines, Sierra Leone, Venezuela and Zambia. The author explains
that debt overhang, which in contrast to the normal debt obligations is
the actual amount of paid debt service is determined by creditors and
debtor countries. Hence, any increase in.production and exports are used
for debt payment to creditors. As a consequence, this gives a
disincentive to investors. Investors are not willing to invest a large
amount of money. The author argues that the adjustment measures,
which are applied by severely indebted countries, have an impact on the
indebted countries, since the investment crisis has typically implied a
growth crisis for the highly indebted countries. This has further worsens
severely indebted countries’ debt service capacity.

Cohen (1993) estimated an investment equation for a sub-sample of 81
developing countries, over three sub-periods: 1965-1973, 1974-1981, and
1982-1987, using OLS method. - The author shows that the level of debt
does not explain the slowdown of investment in highly rescheduling
developing countries. The author also found that the correlation between
debt and investment are the same in 1980's for the rescheduling
countries. They tested the effect of foreign aid on domestic investment
in 1960's. The impact of foreign finance on investment seems to be low
and consistent with the result of Cohen (1993). The author found that 3
percent of GDP transferred abroad reduces investment by 1 percent point
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below the financial-autarKz rate. A financial-autarKz benchmark is
estimated to see whether the difference between the level that prevailed
in the 1980's and that financial-autarKz benchmark is significantly
correlated to the service of the debt.

Warner (1992) tried to measure the size of debt crisis effect on
investment with the Least Squares estimation for 13 less developed
countries over the period of 1982-1989 using a set of independent
variables. The reasons behind the decline of investment in many of the
heavily indebted countries are declining exports prices, high world
interest rates, and sluggish growth in developed countries. These shocks
could have directly caused investment to decline. Warner (1992) claims
that investment decline in many of the countries on the heavily indebted
list can be forecast out of the sample by simple terms of trade and world
real interest rate equations. Out of 13 countries, 11 of this group were
examined. Forecast investment in the final year of forecasting period
was lower than actual investment. Finally, a debt crisis dummy involved
a panel regression. The data are pooled on all of the highly indebted
countries. The result is that the debt crisis dummy variable failed to have
a negative coefficient as the debt theories predict. The effect of dummy
debt variable was positive and highly significant.

On the other hand, Rockerbie (1994) criticized Warner (1992). The
author affirms that Warner’s (1992) has several shortcomings. Warner’s
paper provides new ideas about the effects of debt crisis on the
investment in indebted countries. It is argued that shortcomings may
have caused investment to be biased and unreliable testing method.
Firstly, to test two competing models, standard econometrics practice
should perform either a nested or a non-nested test which involves
estimating each hypothetical model. ~Secondly, Warner's (1992)
investment equation did not have debt variables as these variables are
probably endogenous to the model. This is a persistent problem in
estimating relationships for less developed countries incorporating debt
measures. Thirdly, domestic policies and world economic conditions
have changed during the 1982 period. In that time debt crisis has
occurred in all indebted countries. Hence, these structural changes may
impair the usefulness of a forecasting equation estimated using sample
period of 1960- 1981. That is why; Warner’s hypothesis is weakened by
using the dummy variable for the years 1982- 1989.
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Rockerbie (1994) utilized Ordinary Least Squares for each of the thirteen
countrie s, over the sample period 1965- 1990.  The results show that
the debt crisis of 1982 had significant effects in terms of dramatic
slowdown of domestic investment in less developed countries (LDCs).
This study used variables that represent foreign debt stocks and flows,
domestic monetary and fiscal policies, as well as world economic
conditions. The investment equation used here is similar to one used in
Rockerbie (1993). It is also found that the debt crisis of 1982 and
subsequent moratoriums on debt, service obligations had a significant
negative effect on economic growth in less developed countries. The
1982 debt crisis also changed the sensitivity of investment to external
and domestic factors. There is no doubt that the dramatic decrease in net
flows had significant negative effects on economic growth in less
developed countries (LDCs).

Afxentiou and Serletis (1996) examined 55 developing countries facing
debt service difficulties. The main objective of this study was to find out
the statistical relationship between foreign borrowing and productivity.
Data coverage includes 1970-1990 period. The results show that during
the period of 1970-1980, the relationship between indebtedness and
national productivity is not negative. Developing countries used the
foreign loans to take time and absorb the shock from oil price increases
as painlessly as possible. These findings were proved by all four groups
of developing countries. On the other hand, the debt forgiveness and
rescheduling began during the 1980-1990 sub-period. For this period,
the debt crisis took place and the debt overhang affected some indebted
countriesO economic growth. The-Tesults reveal that there was a
negative relationship between indebtedness and national productivity for
two groups of the severely indebted developing countries. Severely
indebted developing countries used their foreign loans improperly.
Therefore, they faced debt service difficulties when they were required to
pay their debt obligations. In this period, developing countries failed to
meet their debt payments, as they had both resource wasting and failure
to improve their foreign exchange earnings.

Geiger (1990) examined the relationship between GNP growth rate and
debt burden. The debt burden represents debt service ratio (the sum of
interest payments and repayments of principal on external debt to exports
of goods and services), the ratio of debt service to GDP, and the ratio of
net transfers to GDP, and the ratio of net transfers to GDP in highly
indebted countries in south America where the problem of debt is
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serious. This study focuses on the specific country to determine the
impact of debt burden and capital inflows on the economic growth. The
ratio of net transfers to GDP, debt service to GDP, and debt service to
exports were regressed on real GDP growth rate over a 13 year period,
from 1974 to 1986, for nine highly indebted South America countries.
The countries included were Argentina, Chile, Brazil, Peru, Colombia,
Ecuador, Paraguay, Bolivia and Venezuela. The results of this study
confirm that there is a statistically significant inverse relationship
between debt and economic growth. Furthermore, intra country analysis
shows that the marginal effects of the debt burden on the economy
decrease when the debt burden increases. Even though there is an
important variation in the model from country to country, many different
factors affect economic development in each of the countries and there
are also different reactions to the debt burden. For all countries
examined, the lagged model is the most highly correlated. On the other
hand, the burden of the principal and interest payments has a greater
impact on the economy in the following year rather than in the current
year. It is also not surprising that the lagged equations model results
have more statistical significance than the linear equations.

Fosu (1996) tested the relationship between economic growth and
external debt with an empirical study for the sample of sub-Saharan
African countries over the 1970-1986 period by employing the OLS
method. This study examined to which degree debt had a negative
impact on economic growth of sub-Saharan African (SSA) countries.
This study estimates the direct effect of debt hypothesis and indirect debt
hypothesis. The direct effect of debt hypothesis proposed that if debt
service payments do not decrease investment and saving levels
considerably, the debt negatively affects growth directly by reducing
productivity. It is also argued that the direct effect of debt hypothesis
suggests that both debt service payments and debt outstanding may affect
GDP growth rate negatively even if debt outstanding and debt service
payments do not affect investment levels. The results show that by using
a debt-burden measure, direct effect of debt hypothesis reveals that GDP
growth is negatively influenced via a diminishing marginal productivity
of capital. The findings of this study also show that on average a high
debt country faces about one percentage reductions in GDP growth rate
annually.

Cunningham (1993) examined the association between debt burden and
economic growth for 16 heavily indebted nations during the period 1971
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to 1987. It is predicted that the growth of a nationOs debt burden has a
negative effect on economic growth because of the impact on the
productivity of labour and capital. As a nation has a significant debt
burden, the debt burden needs to be serviced. This will influence how
capital and labour will be used in production. This study concludes that
the growth of a nationOs debt burden had negative effect on economic
growth during the period of 1971-1979. On the other hand, the results
for the 1980-1987 periods offer little support for the inclusion of the
growth of debt burden in the econgmic growth model.

Sawada (1994) investigated whether the heavily indebted countries
(HICs), concerned with their external debt repayments, stay solvent. A
direct test of the solvency condition derived from the usual in temporal
budget constraints shed light on the sustainability of their current
policies. This study employed annual time series data for sample period
from 1955-1990 and estimated the cointegration regression using the
OLS method. The findings of this study show that heavily indebted
countries (HICs) have debt overhang problems. Since their current
external debts are above the expected present value of the future gains.

Smyth and Hsing (1995) have tried to test the federal government debtOs
impact on economic growth and examine if an optimal debt ratio exists
that will maximise the economic growth. The author calculated the
optimal debt ratio (DEBT/GDPT), which represents the maximum real
GDP growth rate (38.4 percent). The DEBT/GDP ratio corresponding to
the maximum GDP growth rate is 38.4 percent. The results show during
the1980s and early 1990s, federal debt has a different role in economic
growth. In the early 1980, debt ratios (DRHP) rose but it was below
38.4, thus debt-financing stimulates economic growth. On the other
hand, during 1986-1993, debt ratio rose from 40.7 percent to 50.9
percent. This ratio is above the (38.4) optimal debt ratio and expected to
adversely effect economic growth.

Perasso (1992) has tried to compare the impact of debt servicing
obligations and domestic policies on domestic investment in highly
indebted less developed countries (LDCs) for the 1982-1989 periods.
Data are obtained from 20 middle income severely indebted countries.
The results of this empirical study show that appropriate domestic
policies have a stronger impact on increasing investment and growth in
highly indebted countries than decreasing (debt relief) debt servicing
obligations, for example, a 1 % real devaluation causes up to a .32 %
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increase in propensity to invest. On the other hand a 1 % reduction in
interest payments causes a .19 % increase in propensity to invest.
Another reason concerns with deficits stems from the arguments that
government deficits eventually are monetized and therefore lead to
inflation.

According to Elmendorf and Mankiw (1998), a country with a large
debt is likely to face high interest rates and the monetary authority may
be pressured to try to reduce those rates through expansionary
policy. This strategy is believed-to be able to reduce interest rates in the
short run, but in the long run will leave real interest rates roughly
unchanged and inflation and nominal interest rates higher Economic
theory suggests that foreign debts exert positive effect to the economic
growth. First, according to Lin and Sosin (2001), the benefits that a
country may have from borrowing from origin funds (external debts)
include purchasing advanced equipment and technology and investing
in the essential projects private firms are unwilling to support such
as infrastructures. With better technology and improved infrastructure,
the debtor country can raise the efficiency of the production process and
perhaps reach self-stainable economic growth. Second, foreign debts
may permit an increase in a country’s current capital stock and
stimulate current economic growth, while debt repayment may
decrease the future capital stock and reduce future economic growth
(Lin and Sosin, 2001). Furthermore, the growth of external debts in the
1990s seems to have accompanied with higher incomes, stronger GDP
growth, and greater openness to trade in borrowing countries
(Dadush et al.,2000). Third, in the. face of adverse economic shocks,
countries may borrow to smooth consumption. This is possible as
global financial integration have enlarged their access to international
capital markets. Nevertheless, engaging in foreign debts involved risks.
The risks to specific types of foreign debts operate via, at least, three
major channels. The first risk is foreign borrowing may trigger
conditions that encourage resi-dents to engage in capital flight.
External borrowing can directly lead capital flight by providing the
resources necessary to effect flight (Cuddington, 1987; Henry, 1996;
Chipalkatti and Rishi, 2001). For example, Cuddington (1987)
shows - that more capital flight occurred contemporaneously with
increased debt inflows in Mexico and Uruguay, hence attesting to a
strong liquidity effect in these countries.
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Chipalkatti and Rishi (2001) show that there is a direct relationship
between debt and capital flight, where the flows directly fuel one
another by providing capital for each other. They find that a percent
increase in real capital flight is significantly associated with a 0.06%
increase in net real debt disbursements The second risk is that foreign
borrowing can significantly reduce domestic investment. According to
Borensztein (1990); Karagol (2002); Pattillo et al. (2004) and Serieux
and Samy (2001), the debt overhang hypothesis indicates that a heavy
debt burden may act as an implicit-tax on the resources generated by a
country, and therefore reduce the size of domestic and foreign
investments as well as their quality, and create negative incentives for
“policy reforms. Borenzstein (1990) further distinguishes two
channels in which foreign debt may influence domestic investment,
that is, “debt overhang” and “credit rationing” channels. Applying a
simulation technique, he shows that those two non-mutually
exclusive effects are crucial in explaining the sharp decline in
investment in the 1980s for heavily indebted countries. The third risk is
the large short-term external liabilities of the countries involved as a
fundamental source of financial fragility. For example, Eichengreen
and Mody (1999) show that risk spreads on emerging market
syndicated loans and bonds are higher for countries with a higher
short-term debt to reserves ratio while Detragiache (1996)
demonstrates a strong and robust correlation relationship between
the occurrence of external debt crises and short-term debt.
Moreover, a number of studies find that the ratio of short-term debt to
reserves helps predict huge reversals of capital flows and countries with
excessive short-term external liability are more vulnerable to crises (Cole
and Kehoe, 1996, 2000; Detragiache, 1996; Rodrik and Velasco, 2000)

A cost-benefit analysis on various types of foreign debts from the
perspectives of recipient countries should consider the following
elements:external debt can bring negative impacts to the economic
growth as well through several contributors such as the interest payment
of the debt and the debt overhang situation. The rate of debt
accumulation and increase in debt servicing are highlighted as major
factors affecting the growth rate of output, (Siddiqui and Malik,
2001). Lin and Sosin (2001)

argue that it is the interest payment of the debt that retards the
economic growth. The authors mentioned that in order to pay the
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principle and interest, more future tax revenues must be raised or the
given tax revenue must be diverted from other productive uses,
which may hurt economic growth. IMF (2004) adds that greater
reliance on foreign-currency debt is associated with a higher
frequency of debt crises. Relatively large shares of foreign-currency
debt and depreciations can abruptly render a country insolvent.

3.0 Analytical Framework
3.1. Data -

The analysis in this study is based on annual data covering the period
from 1974 to 2014. Data on Gross Domestic Product (GDP), Total Public
Debt (TPD) which consists of government’s borrowing both from
domestic and external sources have been obtained from 6th Five Year
Plan documents published by the Ministry of Planning. Econometric
estimations have been done by using STATA 11.0.

3.2. Methodology and Results *

The most traditional practice in testing the direction of causality between
two variables has been to use the standard Granger (1969) framework.
The standard Granger causality test consists of estimating the following
equations:

Y, =45, +Z/Bin—i +Zanr-j T U, (L
il =1

Xt:y0+z ¥X,, +“Z§jYx—j+vr 2
i1 =1

where u and v are mutually uncorrelated white noise series and t denotes
time period. Causality may be determined by estimating equations (1)
and (2) and testing the null hypothesis that a,-6-0 for all j's against the
alternative hypothesis that 4-0 and &§-0 for at least some j's. If the
coefficientsas are statistically significant buté,'s are not, then Y is said to
have been caused by X. The reverse causality holds ifé's are statistically
significant while ajs are not. If botha, and 5 are significant, then causality
runs both way.

The stationarity properties of the series are not taken into consideration
in the standard Granger causality test which may report one-way, or two-
way causality or no causality. However, if the variables are cointegrated,
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the modified Granger causality test rules out the possibility of no
causality when the variables share a common trend. The estimation of the
Granger causality test involves three steps. Step I includes the
identification of the order of integration of the variables under
consideration. Cointegration is determined through the Engle-Granger
two-step method (Engle and Granger, 1987) in step II. In step III, we
proceed with the standard Granger causality test if the variables are not
cointegrated. However, if the variables are cointegrated, the residuals
obtained from the cointegrating regressions are used as error-correction
terms in estimating the modified Granger causality equations.

3.2.1 Testing for the Order of Integration

"The first step consists of determining the order of integration of the
variables under consideration. This is done by using the Augmented
Dickey- Fuller (ADF) test (Dickey and Fuller, 1981) as follows:

AQt = ¢0 +¢1t + yOIQt-l + i wAQt—l +€t (3)

In the above equations, Wt is a random walk with drift around a
stochastic trend, £is the first difference operator, is the white noise error
term. The null hypothesis that W is a nonstationary time series is rejected
if Yois less than zero and statistically significant. The ADF test is carried
out by replacing Q; withGDP;, PDyin equation (3) respectively.

Table 1: Test for Integration

Variable ADF il Phillips-Perron
Level First Difference Level First Difference
Ingdp -1.421 -11.089* -2.648 -10.520*
Intpd -0.894 -5.818* -2.493 -5.844*

Note: * denotes the rejection of the null hypothesis at the 1% level.

Table 1 shows that the time series are non stationary i.e. I(0) at their
levels, while first difference makes them stationary. That is each of the
considered time series are integrated of order 1, I(1). Since all of the
series are integrated of the same order, the series may be tested for the
existence of a long-run relationship between them. Thus, cointegration
analysis can be applied to the selected variables in the present analysis as
all the series are found to be stationary in first differences.
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3.2.2 Cointegration Test

Cointegration is the statistical implication of the existence of a long-run
relationship between economic variables (Thomas, 1993). In other
words, a long-run relationship means that the variables move together
over time so that any short-run deviations from the long-run trend will be
corrected (Manning and Andrianacos, 1993). The central idea behind
cointegration is that if, in the long-run, two or more series move closely
together, even though the series themselves are trended, the difference
between them is constant. It is possible to regard these series as defining
a long-run equilibrium relationship, as the difference between them is
stationary (Hall and Henry, 1989). A lack of cointegration suggests that
such variables have no long-run relationship and they can wander
arbitrarily far away from each other (Dickey et. al., 1991).

Since both variables are I(1), then it is necessary to set out cointegration
tests to determine whether there exist a stable long run relationship
between the variables. Thus the second step involves searching for
cointegration between variables. This can be understood from the
graphical representation of the two series and to see whether they have
any common stochastic trend and can be tested either by Engle-Granger
two step cointegration procedures or by Johansen-Juselius cointegration
technique. We relied on Engle and Granger (1987) two-step procedure
due to the limited data points.

In the first step, the following equation is estimated by OLS:
K:’80+ﬁlXt+Ut ..................................... 4)

In the second step, ADF and PP tests are applied on the residuals
obtained from (6), which indicate that the residuals are stationary and
hence public debt and economic growth are cointegrated i.e. there exists
a long run equilibrium relationship between the two variables (Table 2).
According to the Granger representation theorem [Engle and Granger
(1987)], a system of cointegrated variables has an error-correction
representation that combines the short run dynamics of the variables with
their long run properties as implied by the cointegrating relationship.
Consequently, error-correction models (ECM) are estimated to determine
the direction of causality between public debt and economic growth.
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Table 2: Test for Cointegration
Adjusted R- ADF

Cointegrating Constant Coefficient of squared test PP test
Equation Independent Variable
Y, =f,+ 60X, +U, .
-7.34 1.45 0.87 2.97**  -3.44%
(-4.97) (-10.06)
= R 6.45 0.58 0.88 3.12%*  -4.06*
(-5.87) (-11.23)

* indicates significance at 1% level.
** indicates significance at 5% level.
3.2.3 The Modified Granger Causality Test

As the variables turn out to be cointegrated, the standard Granger
causality test is modified by incorporating the error correction terms
obtained from the cointegrating regressions as follows:

m ’ n 5
AY, :ﬁo +L171 +ZﬁiA},t—i +Z ajAXt—j +u, ( )
i=1 J=1
AX/ =y0 +IO2/ut—1 +zxAXt—i+ZéjAK—j+vr (6)
i=l Jj=1

where all variables are stationary time series, is the first difference
operator and and are the error correction terms which represents the
lagged residuals from the cointegrating equations, m and n are the lag
lengths chosen by the Akaike Information Criterion (AIC) and and are
the disturbance terms. X is said to Granger- cause Y not only if ’s are
jointly significant but also if is significant. Similarly, Y is said to
Granger- cause X not only if ’s are jointly significant but also if is
significant.

Table 3: Causality Results Based on Error-Correction Models

Direction of No. of EC Term: F-statistic
Causation Lags Used t-statistic
Total public debt to GDP 3 -2.12% 1.52
GDP to Total public debt 3 -2.49*% 0.29

* indicates significance at 1% level.
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Table 3 reports the results of Granger causality tests based on error
correction models. Column 2 indicates the number of lags in the ECMS,
chosen on the basis of Akaike’s information criteria, column 3 provides
the t-statistics for the error-correction terms, while column 4 contains the
F-statistics for the joint significance of the lagged independent variables
in the causality equations. The statistical significance of the co-efficient
of the error-correction term and the F-statistic is used to detect the
presence of long-run and short-run causality respectively. The test result
does not detect the short-run causality in either direction. However, there
is strong support for long-run bidirectional causality between public debt
and economic growth. The absence of short-run causality seems to
suggest that short-run variations in openness and growth rates may be
dominated by business cycle fluctuations with no clear causal pattern in
the short run (Din et.al. 2003). However, the presence of bidirectional
causality indicates that both debt and economic growth reinforce each
other in the long run. The implication of the result is that the greater the
amount of debt the higher is the economic growth, which arises from the
fact that debt increases the economy’s capacity, competition,
specialization and economies of scale, and to productivity improvements
made possible by access to advanced technologies. This result seems
plausible it is in line with both the theoretical and empirical evidence.

4.0 Summary and Conclusions

Government borrowings occupy the central place among different means
for accelerating economic growth in the resource scarce less developed
economies. In the initial years of independence Bangladesh adopted
cautious strategies of borrowings from internal and external sources
under restricted economic framework. However, the bitter experience of
such policies in promoting economic growth lead the economy moved
towards greater borrowings under liberalized economic atmosphere. The
objective of this study, therefore, has been to empirically examine the
relationship between public debt and economic growth in Bangladesh for
the long span of time from 1974-2014. The time series econometric
technique has been applied to determine the direction of causation
between debt and economic growth. First, the stationarity properties of
the time series data have been checked by the Augmented Dickey Fuller
test and Phillip-Parron tests. The test results confirm that both nominal
GDP and total public debt are non-stationary processes that are integrated
of order 1. Furthermore, there is evidence of a long-run equilibrium
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relationship between total public debt and economic growth form the
Engel-Granger two steps procedure of cointegration test. An error-
correction model is estimated to investigate the short-run dynamics of the
long-run relationship between the variables. The results indicate the
absence of causality between pubic debt and economic growth in the
short run. This suggests that short-run variations in public debt and
growth rates may be dominated by business cycle fluctuations with no
clear causal pattern in the short run. However, the evidence of
bidirectional causality between public debt and economic growth in the
long-run indicates that both public debt and economic growth reinforce
each other in a longer term perspective.
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Abstract: Retributive theory of punishment considers the crime as
something misdeeds. As we know crime is a break of laws, values and
norms of a society or state. If any person intentionally or unintentionally
breaks the laws and values of a society would be accused as a criminal.
The amount of his/her offense should retreat equally. For example, if any
criminal have caused for loosing a leg of other people, the fair justice is
to keep his/her one leg. In other terms “eye for an eye”, “life for life” and
“teeth for teeth” is the central tenets of this theory. Present article have
focused this problem from critically point views. As so claim, this article
argues that retribution has lot of drawbacks and cannot ensure moral
criterion perfectly. Therefore, present study criticizes that the claim of
proportionality, equal response to offender is quite impossible in terms of
true meaning of punishment.
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8 "an eye for an eye," "a tooth for a tooth", Core concept: the offender should suffer at least equally
to the victim, Source : Lex talionis.
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9 The Code of Humborabi, Code: 5.

10 The Code of Humborabi, Code : 219.

11 The Code of Humborabi

12 Bradley, F.H. 1988 (1876). Ethical Studies, Oxford: Clarendon Press.

13 Davis, M., 1986. 'Harm and Retribution', Philosophy and Public Affairs, 15, p. 236;

Day, J.P. 1978. 'Retributive Punishment', Mind, 87, p. 499.

Hershenov, D.B., 1999. 'Restitution and Revenge', Journal of Philosophy, 96 (1999).

Hershenov, D.B., 2000. 'Punishing Failed Attempts Less Severely Than Successes', Journal of Value
Inquiry, 34, p. 482.
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14 Brooks, Thom, 2011, "Is Bradley a Retributivist?" History of Political Thought, 32 (1), pp.83-95.
15 Bradley, Ethical Studies, pp. 26-7.

16 Bradley,Ethical Studies,p.30.

17 Mill, John Stuart. Utilitarianism. Indianapolis: Hackett Publishing Company, 1979. Shafer-
Landau, Russ. "The Failure of Retributivism." In Philosophy of Law. Ed. Joel Feinberg and Jules
Coleman. Belmont, CA: Wadsworth/Thompson Learning, 2000. 769-779.

18 Bradley, F.H., 1894. 'Some Remarks on Punishment', International Journal of Ethics,4, pp. 269-84.
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19 Kant, I. 2005. Groundwork for the Metaphysics of Morals, trans. Thomas K. Abbott, revised by
Lara Denis, Broadview, p.155-6
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Hill, Thomas E., Jr.,, 1992, Dignity and Practical Reason in Kant’s Moral Theory, Ithaca, NY,
Cornel university Press.

Korsgaard, Chritine.1986, “Kant’s Formula of humanity ", Kant-Studien , Volume 77 (1-4).

Paton, H. J. 1947, The Categorical Imperative: A Study in Kant’s Moral Philosophy, London,
Hutchison.
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21 Hegel, W., 1991.Elements of the Philosophy of Right, ed. Allen W. Wood, trans. H. B. Nisbet,
Cambridge: Cambridge University Press.
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and women, have been punished with sentences of Draconian severity.
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22 Luxemburg, Rosa, 1918, "Against Capital Punishment", collected from Socialist Review, Vol. 30,
No.1, January-February 1969, pp.5-6, translated by William L. McPherson ((from the French which
was from the original in German) edited by Maurice Berger.

23 Luxemburg, Rosa, 1918.
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25 Hart, H.L.A., 1982. "Prolegomenon to the Principles of Punishment", in Punishment and
Responsibility, 1, 8, Sth edit.

do8



CETIB-E=I1377 SR, e LY, FTT-FEZTY 389/FeNZ-fS0T7T 050

efetai@mid =% I=ce afor=iy I afeleTe QRN | St % T
Qi Rl A =1 [ueee Jf@me s | Sm@ @ @R S9@
TR 9% o Taw v N e 7@ | W @Gy I ewey o’ (@
wfgred el wive (@ITa =N 2eqt AFA 7 | KGR FE AESH 717 |
A o I RS AR ey =R TrEvmer fSfere g =« o=
el TR Tl @9 Readrer s | @ R siifes Rejeet spfe
T | TOAR, TGS RS ¢ WA A T Ay efferary w0
e | dfetay TemHAtTe 2fedne e T SR gUtN2 TgEeE wifigA
8 A PR AR 3@ @7 | o Mg I RS AEm @i
FORIET T #NET [4w 472 o ¢ g, sArneifa o I we, s, e
o I 8 FCI O (T FAWNR AL T T | AGE @I Be2
O SN T AT A FACS AFS AP | AfOray Tome @ wifw e
3o 27— WZNTNI @b AoT I 40 HEF TANH SIfF A O ©f
WERIAE Wb STy TS THY X0A | A Arde T IR NG A
&R AT | GFRCT G @A S A FE T S (A AR e
A AR A1 | W W S N (@] #1707 A ©ofRee ol o
T I (A [T AFE | TR @ AR 8 @3 M Rt
fPoTeR My TWFTHE fSD Fioim FA0e @ | 92 FAHE TS TOoF
@, IS SMAE T[Y (AF @ I | SR afs afsfzeorn at
AfSTHTY ARG AN (P! AFT SfSl AT AT 7 | &) WY T
A Aforanes TR TFE |

St e O} efereiy worwt efetaiy 9t eyl =W | weTwo!
DfesT gz STors @RER afstay I @@ @, o Sy gu 90
TCAF AN TN FACS | (MSTR @&F | @I W AR
T T4 - FEMAA @@ [@w 2, SR dfe @ eI
TSR v(q 1 2 | WA 1B AT CFia @ 49 8 Wi oy i<y
T ACE | R Fh A D1 (T2 A (681 SR WA oFfe
S, AR TSR 8 Ty 5 | AW T2 FZHT TP I 8
oI Slewe efefaral ¢ vfa@ @RI (631 Facaw | &fels wsinga &y
Wl S T3 RO AR | AfSTans® T Sofaq s oy fof
LR TGy *1F & FAE | @ ARG 8 T@w Fo=Y TR B @13
TS B QW FAER, 97 AGF 7 | G (@A A2AEE T €@ Sige
e 2@ AeAb® IR T IS A AE IFCOIB! FhO A4S e w7
Tog fofe a3 |

yo@



ARTITTE N TSI RIS &7 LS Rbeira Sl 7
©, QAR G2

ARSTHAIETS TSI TTo! SR TSIMS HIe] HATH ST FAIFe 0 A
1 N TS afSrary Teaa guw Ravat = SRy Kt afecary
T St ANTS TWHFT T | T I ATSCALTE TSNS oFIgiet Tl
T, @ O Philosophy of Rights 2t &fetaiq IoImce eI FLICRN
a5 eFgd SYH (A @F. 9% TSI WA ¢ SRS WA oA
T (MR AR (AF 7F8 TXTO 17 | 9 O (AR T4 ew TS fe
FATOIF (T ¢ TR T4 T AT | & 8 Fqor & fof siear =12
IR T @ VAR T B Sgd I | qFe A1 O RAIfeTS
FIAE (M TR &, g (ArF [RFe T & (7@ IR T
AP | FTFED TNRER I, FRER AoRfis Frgd sam o5 Qe =7
AR QA AWS W | @S S AR A(©i@ beriedl, sfolify e
APfes Rn TRIgTeI Foae I | IT° W T TeIRe &9
TRl | Sty ToAW BT OF ARG TREF T2 NI =G G
Toi2 | €% ©F YIS @A TSI GFO JZAT 7, AGMeE JfeeR
FATede I I AT | ©F 8¢ IE WATe! ToH2 /e Www T0xH
Resd | ofe DA TR 3@, 99 AT o7 @RE T IR
A& T2 AT T FHo SIS |

afetaiy Toam 7wid e oS 2 @ Team J e WM T
FACe WHN? WA BfFe I Ao gEnior e 1 Hdwd w0 2@
A | AAAACE *ME Wi T T TS T FAAE T T &5 |
1y RN “ies o TEWI, W9 TRy e Tl TeImE @R oftd IR
(3l JEACR |

ooty O ReFTE N SRS T < A o WAt o
TIE DT |

(oRld WA Jees, Sy T W TR AW AT 177
T4 | 9% TR O A SR @ @I SR IR | QLA SRS
=% o 2oor I 376d A | BeR WANAT I T AR WO
TR WY RO | @ AIZR 75 ANES JAF #A10ed N8 | AfStarg
Toqima Reera st (SR weife Sei It W 9 ofF | fefy
TR, I WAL AZA (criminal laww) @ *1¥ 7% 0T oY
AfSTY A1 | QAT TF WK FA0A, TG ANEGS 8 Jawe JaUER

26 Beccaria, C. 1995. On Crimes and Punishments, R Bellamy (ed), p.113.
27 Murphy, Jeffrie G., 1973. Marxism and Retribution, 2 PHIL. & PUB. AFF. 217, 218-19.

pYel\}



G-I FITRR, e G, AIRT-TGZIAD 380/ GeTZ-TSTTHT 2030

(fe% T8I (moral agents) | 42 ST TS| & FICA! &TF NG BAR 7 | 7]
e sl TR e o o e wein e SR w9 | N
THfFe AfSriy T TAMATE s TSI (A AN (WA TR | €3 AW
(RIR O I T ONF AAST TR (A AW A | TOAR, WA
fpa afetaiy Toqm qretfos To @ Aew ARAE | o TS S TR wilkEE
fewel FTOTF? @ AT TG @ FESH epTF @RI ToAg | TS AR |
S I B =@ S oS 2 one W I o @, @8 wes
T | (T T TR G PRI & L T T B2 ¥ (917 R | TAY
T LR XA TAE FA® 41, R WA G Ry F99 I 26T | @3
IR TS qFew (e Fe! R oWy e 8 Timite wiwre w41 | 58
qB1e e (¥, ST TS| FAHIR WA (Ao THIE SIS FATS & ! |

TS D (AT S TS ARfE @, =N R aferiiy feear efswmg
@R W W ¢ e TRROECS IBATH A0S T 77 | S0 N
e @@ g a4zd F9@2 N NF ey @ ot TR Al
erelige AfitafFe @ azd Fare A | @93 SWw [fey IgEe @wo
T2, 1R I TANA Tl OIReH TG BT AT A | Y TS A
Y (FO (IS TR T €LY | ST [T TG F6 I ATE | &
Y ART T (FO (PO (o W[ W2 GUHG Al G5 I Sogre
IS A | FAAR I AW, VW TN O | Y G oiF IS
I | AT QIR A, ARG SRS Roma® w1 | ol IR e
M (AR IS W | FRIA W T NS I A R O @ e
T e weein Ty e Wit Fre 209 | e 2 weaidice
(ORI & ITTeE wifgh e 2@r 39 e I Im-sees
g fog 2re x| ARgATeR T @ 2 @ WARAE TGS
AT T O Ty AT @ WGP N B 5l | AR
O A AT ALANGNE T | AGPICEAG I AR O FoFA(E &y
FEAR A TR | e oy w9 TR I Few e AhER 1w
@ | AL 7w Yoo AfSreiy @ eifStay orga DT T2 |
e fzPtm SO FACEAG B9 I ATE ALAGTAR N | ST T I,
*NfEq wdR 0T I AR ¢ TP WAT w91 | (T ety IR, WO
AT @8 ARG FIE AN ¢ T Arorra e | g ©iF = & @
et 932 *1fE e 2@ | «re I =7 wrRIRTels AeE | ATE AorE
st | e Al =Bre Ffea w0 AT T | SR W NI T4
ReTa affstry et efsrms gzt 1 3 Friigas [t a3rs A1 |

do9



CTF-GPIP7 SRR, e G, ARNT-TGZTY S80/GeNZ-TCTTHT 2050

(5T 1 (moral agents) | €2 IEF TS Sy FITA 7 NER BA 77 | 75
e Reava TR R @ o Wes s =ehe wer wq | "%
TS ST TSAW AAAAT foF F61 (AT AW A AR | €3 %
(RIF O I IE OIS A0 TR (AF I W | TOAR, NAReq
fACava efetaty Toam AwATeF T 6 #Ate7 *1fF=i% | o 2T A TR i
QifeFel FoF? O 4T T AN FCHSG 237 G ToAFoHT F90© A |
AR I Biea AR om S zen one W Fw oW @, Gre wew
T | feF T TS (1 a0 F1& HL T FCA OIS *MY (9T TR | Tl
T WLR A A Fo2 T4, Bl W G [oig w19 IR 2@q | @3
IRA TS 4T (s O RETI o tAfes TR Tiwie wiwre w1 | g
qB1G O] (T, tAOT FS| FATHIR WA (O THRIP WINS FATS A& 1 |

TS B (AT I TS ARE @, N R eferiy feear efewig
(@FIAIDE T W 8 @ifes TRREHE ABIAT IS T 77 | O 1B
qRAGE @ wd ozt F992 N T ANy @ o TR W
TarErelige AfefFe (@ azd Fare AN | @32 e [y TEew @wo
Bg, AR I TANRA ZrO! SR I Brw AT T | RFF MG WA
Y (FC (T T FF ST | ST [T TS Fo IR ATE | & =&
R T TG (FO (I (T A 272 ATFE WAl 76 IS ToAglee
TS AR | GAHR I AW, TG TSI ©EE | Y T oiE IS
I | ANES GRER A, SRBR S [omas a6 | Joqrk I Fo=1a
R (IR TS WA | FoRIA AR O A0S I A o @ e
T e S ey s vty fire 2@ | ey 2o wemidis A
(SR & JTiteE wig fFwwea 2@y 39 TfEreE @ IR-was
wifrgAe 63 2o 203 | ARgATeR T @3B 2 @ eI TS
AT T O Ty SR 8 SIGPRICADAIR N B w4l | Attt
O WG [HAF ATATS 1 | WP FA AL O FoFHE o]
T A TR | s ay w9 R I Few TR AR 1w
T | LN ToqW JoTe ATy 8 elfSrary orga FEbAT Y27 |
& PTm SR AT BRI 0T AT HALCHGTIRN AN | ST T T,
1% w4 X0 I AT 8 AP WAey 41 | T woRIY IACE, WO
A G ARG FIE *AEE ¢ A Aorra sade | g o 3@ 5 @
e @2 1 fare 73 | are w7 gERIRTel} AeE | TR NerE
e | A A e Ffea w01 T A | SR @ AT TGw
RoTa afsreiy et efssrrs gz F = i R F30s A1 |

do9q



ARSTNTETT *NE TSITTA GRS EPTF: Ao Kb Fealo 7
T, SRR B2

Ny T, TG TS A RO BeFB AW | NG 79T WA
frrrae fog Wiefe SLe T4 T | O T GO WAG M @, @ ToIM
BT (ArE SRR | SRR 2 T GF W0 ABIS! S SN
3 FENT AL (A T | @, A G AR qor, Afeife ¢ e
1A TG T AN M ROTR FIZA 0 AME | TSR ©f ] B
IS 9 T FITA I A | (AT, (BRI, WAL, A
S FICZ A5 FALCNYER SV IVFA | GFPH IO HAAAY FACAR &)
& o1 Of©? @ STNT TR I AF-FOR ANFT NOW &= ©f effoze w1
A | IO NS GFHE @ T TGRS AoHtY T @ifoze Fave e
@, ST SRS @A SRE @ Q4 T IS Al AT ©I
HoFare! Rrrae S AT | oA, =¥ RN eferaes Sgea e
fog fog WHes (W4 TR A1 | 75E, 1% REeia SvaeR JweieE TR b
QT IS AR Tome e, FIfe a7 FeFe Y32 ToMEEe Z0© AN |
SA@ el FACT AR @, O Whed vFm TR | FE IR @1 R
IEPIESH, A9 FOFFSOIA & FATCTR *JFe7 FHL (TS A |

=
TR

Torefe AR S et foeif et fiea w2t Fe1ee A : elgwrs, e
T T WARIA W e e s 4, fadiwe, =iew wd
= SRR AN GRER SAEN F@ AW w4, pee, ¥
WSB! (@APEHT | aREEAE S TNt g e Reve + 4 =7,
TR €2 STFSIS R E I COFN2 ifEa 7% zeql Toe | o N3
ReTE dfesr, @ aferiiae o FAR @F | ArNenf o=
SNTEEe [T $AITe B2 @, SNl WA AR gee iR |,
i T OIAE To) T, A WG G A TH 26 TH© 7 |
G (AT T SRS Tedie irta wg frs A | afetagrae
TSR AR @ @, SERIAE O TS FRGE & SR 1% e T |
i o Fged IRHE I AfCARE AV T | TCE O g I
@I WY (A e R 9w, fige AeE | q 1wl S o
ARy (A0S TRge AR T G OR A 4 (A0S IS I | AT
TItE RAFOIES THY FCF (O A | AR AfSCE Aqas T4, T
@I WY (A e TRE T RIS A ¢ AePeed FiEw
FAE G AN IR | G, A ToIm AfSrargree Toqma [Keewa |

dob



CEAB-NT AR, FeT Lo, FAT-FGZTT 389/GeT3-[Cr1%7 3030

IR AfSTAY TR WA [T @A ASR P I, AR Sl
AT S &S OItE [RFm AR I QU | G- FIA0 ALANGTIN
T I, WG AF A NG 297 Tfow #if¥7 wowrwy | WA
TG THRFS! FA(F (T MASR WoATS TR | TG T
Afe ©itF THRM FE Q@S @ | 93 IHRM TAORE ARE SiE
WG AN & 9% SGAER AHFIA T |

WM o eferieyee 1 efetaiaE IR @F T @ FFPEY 97 5y Tt
AR | @R FPHPER GIMCE @ ANEE AF6E G@Te 50, T
couf e Ty, S G °F e R w0 | NI ww ForTelm
G A Reavaw wEt «ifEw wdre ¢ ot wwwifee o e s
e Al | IR 1 MR (F@ rFAY, FAERN AANASE TSI
o vl = | W A5 IfE TR I G WAER AAD AW
P freifosite Fare % | w2t wEt wfis Sk @e {6 wwee i
s, o% wife @am @ e w1 O UfE R e aikwed
T ed T | @fbs AP Wi e @I qEe | Ry wdtafes
TSR A @A A 7, N6 Romefet s =@ AR | vz
TR [REEb @R 5 | IRKFoF TR Serger Tx I (T wive AT
I eenfnia RETR o we 28 wiéfe Sizee [aal & wiem? avws z0e #ia
oL TS (e Sdd e wef we reat x| S welify e Ow
wd B e e | frg Wb 5 afers sRates 37 ¢ we TR @@
FACS A O (T (T AR (AP [T AP 2 AT A2RNGTS] GFLAH
TR gels | T kTSl @H-roeid oY Bofem war fof @ ot
(AT [T AP ? 2 = AR AR ISR A7AY FA1 O AN
3 AR @I W M A A TR oMMz ey
TR A A | P RN o[ @ Ew @, TR winad e
THFFSR L IS F I S =S e weiang (A ae i s
T | IR ALY AWORE AN, I FOHIER 7IF 00T @ AR ey
BOI8 ALHIGH 1 TS |

e vt e % e admen sk g o | *1f¥a ke

&y ST MG T 78 | 1 ROT S S=RiIAE Tgme awim
T | O SR @ Tome FFT T T AT | T IR AT
TN Oifed TmE I | 92 SIfS MG RS 2T B G
SAIRITOR B T | 9T B TR WIS T ¢ GG TOTFSOR

d0%



AT =& TSI ARAINATS! L7 (Ao ReapIg APl s
T, SARIFAIR O

Iy 9B | *MR¥T o7 IN® (AR ALHAER TCo! I& I | 9% LGN
TRbrReE AeaE et e wew | M Waw ReR T
frrm TRIRERETEe Sfewe T P | IR RETR ol (@ S<EH
fCo=e ot WE TEWE (human dignity) 2fREfFs @@ swgad | % wefes
M SN FE TOMe A TMIE (R afedy o0 A | =M@ e
SERIAE (@ SW (R T ©F SIS Afsjerg 98 Fars A =1 |

¥ RO g7 (@ TAAHIF? @ FE GFf ITeaifoe i A T |
@ A IHA IS - I I-YY ARG T ST |
GoIY WA AN B B G TR afS A SR OuE
o | R rw T @ s i Teme F2 o3 @ RS
AT T | SOPIRAE TUS Prale ReE amed id e Sivaed
SIE LAY AL erpBife R 41l Soe | |2 AThB! ZATe! TEd
T &S 8 FAITA S I AN A | ABA2 Mg el Toew &fs
T SR o A R S AT ACH A (68 ifery e |
TRIGE ¢ ANEGFONT (@I FARAE A Face U4 T O
SRR NG Sty et e Wik ange wifieg weeed A | o
TE @ TTUGE VG (means) RO JIF T VS A I
T A | @3 e T TMIE @ AGS IR o (7F, (ouf
WY 8 WIS RAFe! [@ds ors g adm @ o7 |

TS 2GS AEATSS TR TR S FCACR T A (oAl @ AT -
ity 3w dfe Sfiees GMHR TR~/ 30 | @R womd =1 e
Teme TS TAE AT | o T e Rona Jemeen few 6z @
w31 1 e Tgme 6 AR oy e w2 ©f T @O TR 2
qoree GG T SNl Srad FCER, O e : @M RS T
@ (Ol | 2% 20O AN EFEmifE IIF [ MG (A0 TAAY AN TS
T[S @7 @R @l AR Rewe Tgmen [em epfere wee o &
SRy A P P afedmaR pifEe Fed St et SRy
TS Jora AR 7ie SRR Foft I G @ W@ 0 TR | 39
A AR | TSI WA I TIMe TN @R AR | TOMIeR S
I wefEiE AP Afer TR OR MR @ A1) T @t oR A
weaeE T Jfad Reafbreg Mo 30 A0 | 9o T TR-YPIMe AR
A5feTe (FTemIf RGIAIIEIS e FA0S A 1 | @R JLel 1o =M% e
Jomed eta @3 g8 B | % RRema W Jemes SeRiy A

ddo



-G SRR, T bo, TAT-FGZTT 389/FeN1Z-C177 2030

GRS TS | A oI WNiwmE & FA Sher Rew Rowe amdw ww
AT PTG SO W FATS A -

S, WA T B A 7FS T IR B Tfos R ©NE I [T
R | SITME &) TR FPIFIER I7F! 41 | @R JFeqqsera T
AR TS AARGITHR e i A8 2w Aw | AR 1 TR
T O @ Sfoe I OitE §ee AR A ey @i e
IR WG T TR ING TSNS I | @2 DA MW
AP (7 AT QTS AR ©IF AAANME FRA 8 7 It
T |

. AR T ¥feAns Reme 58 At §fe | R @i
A 2O AT | REAMTER Ao Sremieengea s IRee 701 |
G2 A TG 8 ABCE (B FACO A | AFIE AN QT3S FIA
IR XA A | @ FRPTR IAALONE FERTeR Mg ed IR
P 38 T | 4@ IF, GIe ANEF 23T e FRIR TR
Qe AT oA w0 xopl Al | 9% FOIR Ny e o7 Sierefe
e I AT | AR WEPGH AR VIR TA-LOTAZ HeZ
TR G 9 IR AT | YoR TOIIE | Wb G2 XojIed (ifves
o | @2 fogeor TR R oWy fof foq ofa A A @@=
oo TR |

©. TR SR oAt e 7R | @R I WSt R WK
AL B IAR | % ACHGAIL OISR (AT VA ARCS T
R | GG AT 0 A ;N orw S wwe Twet
FA12 TS AR S e Sy T |

aINE P oF Pt o Rt wefid e Re w9 2t |
SRR WZAR ¢ erein I8 gw aPe e ww =T g
@ AP | (P! IS I AE N AT FC O (IR WIS A
SIE HGME IR (SR & AR TIF A=A IR A | AT 92 IJIYIB2
1% | FCE O On Education &T% *I1f% Sy Pt emits =1t arom=ye
AR | @] TAPfefirE enifFFed i wrif s @, fof =i
@feans fe R ¢edtes | =18 @ Ifes g sweifes afefa
e @ | 92 el T Al IS Mgy o, REge! W™ SRR
et 3 I |

TS &30F W T dearR A Rew dferiiy FeeEg i @i

099



SSPNITETE B TSI AZACINATS! &37F: (AfoP RIoIA PP 7
. SARIFEIR $Z

FerEa fqte oitg | aferdy Fredm @ Tigws 77 ) Ifs aferey
TomfHd FIFSIGA AHAN o AR @AW, A FRGIG AR
T 72 T (A0S [T AN T I e yo onf e i 2w
) oW AR @ o A T | eifweres R TN TINEe oRE
O] YTATY S A ? TS @ TSR TeMmiElote BT A &, FGS
W SR M oW M (FeT W OIREE @2 ¥ o Siimires wemiE
Y (AT Te U | T IWR T o afewEm ¢l e wiw
FTSfenE FTrameR B . wre A | e Jgme a1 e
SRIEE 2 SIS e GFEe (60 W e WH I | & e *eE
efereiy 597 7 @Te O fFeId @ Twe wow FeaR? THRs g @i
A oA e @61 afSTeteemme 97 | ek ey WOl SAEA
e BT o P, AW @I Y SRR $ed Sl I ol
Fe IR OICA (@ G0 Y T2 @ 252 wraE I i =i R
2fSTiiy At RO TCS (@I TR QAT Z0® A | GF= I A7~
oW YRATIIN] RC© AT« | -

o



CETRF-2MIT SRR, e L, SRT-TGZTY 389/ GeTZ-TOTTHT 030

weifam et

Benn, S. 1.1958. 'An Approach to the Problems of Punishment',
Philosophy, Vol. XXXIII.

Bradley, F.H. 1988 (1876). Ethical Studies, Oxford: Clarendon Press.

Bradley, F.H., 1894. ‘Some Remarks on Punishment’, International
Journal of Ethics, 4.

Brooks, Thom, 2011, “Is Bradley .a Retributivist?” History of Political
Thought, 32 (1) '

- Cavadino, Michael and Dignan, James, 2007. The Penal System: An
Introduction, 4th edn, Sage Publications Limited , 44.

Cahill. Michael, 2007. Retributive Justice in the Real World,
Washington University Law Review, 85.

Day, J.P. 1978. ‘Retributive Punishment’, Mind, 87.

Davis, M., 1986. ‘Harm and Retribution’, Philosophy and Public
Affairs, 15

Hershenov, D.B., 1999. ‘Restitution and Revenge’, Journal of
Philoesophy, 96 (1999), pp. 80-1;

Hershenov, D.B., 2000. ‘Punishing Failed Attempts Less Severely Than
Successes’, Journal of Value Inquiry, 34, p. 482.

Hart, H. L. A. 1959-60. 'Prolegomenon to the Principles of Punishment’,
Proceedings of the Aristotelian Society, N.S. Vol. LX .

Hegel, W., 1991. Elements of the Philosophy of Right, ed. Allen W.
Wood, trans. H. B. Nisbet, Cambridge: Cambridge University Press.

Flew, A., 1954, “The Justification of Punishment”, Philosophy, Vol. 29.

Hill, Thomas E., Jr., 1992, Dignity and Practical Reason in Kant’s
Moral Theory, Ithaca, NY, Cornel University Press.

Kant, I. 2005. Groundwork of the Metaphysics of Morals, trans.
Thomas K. Abbott, revised by Lara Denis, Broadview.

Korsgaard, Chritine.1986, “Kant’s Formula of humanity”, Kant-Studien,
Volume 77 (1-4).

o0



ST = TSR QRN 2F7F: (Ao [RIpa FCFG 7

Luxemburg, Rosa, 1918, “Against Capital Punishment”, collected from
Socialist Review, Vol. 30, No.1, January-February 1969, translated by
William L. McPherson ((from the French which was from the original in
German) edited by Maurice Berger.

Murphy, Jeffrie G., 1973. Marxism and Retribution, 2 Philosopy and
Public Affirs. 217

Paton, H. J. 1947, The Categorical Imperative: A Study in Kant’s
Moral Philosophy, London, Hutchison.

Salmond, Sir John.1913. Jurisprudence, Digital Library, Stevens and
Haynes, 4th Edition, London, Digital version has got from Cornell
University, USA.

298



Twin Deficits Problem in Bangladesh: Causality and
Cointegration Analysis
Laila Haseen*

Abstract: The twin deficit problem has largely been discussed both in
theoretical and empirical literature, as they are the common phenomena
Jor the developing countries. The major objective of this paper is to
examine empirically the twin deficit problems for the Bangladesh
economy using the time series datwa for the period of 1974 to 2014. The
paper applies standard time series econometric techniques of
cointegration and error-correction models to explain the dynamic causal
~ relationship between budget deficit and trade deficit in Bangladesh. The
paper examines the short run dynamics of the budget deficit and trade
deficit relationship within a long run relationship. This a very first
studies of this kind in Bangladesh using time series data. The study found
that budget deficit and trade deficit are cointegrated indicating that there
is a stable long term relationship between them. The implication of this
result is that the twin deficit remains a persistent problem for the
economy of Bangladesh. However, this is not very unusual for a
developing economy like Bangladesh. The key issue is how to handle this
problem as they create imbalances in other macroeconomic
relationships. Therefore, both the trade policy and fiscal policy should be
designed with great care to achieve the basic macroeconomic goals of
higher level of output.

1. Background and Rationale of the Study

The dynamic linkages among fiscal deficits, public debt and current
account balance remained contentious and empirical issues in the
literature. A wide variety of theoretical and empirical literature (Evans,
1988; Abell, 1990; Enders, 1990; Bachman, 1992, Kim, 1995; Darrat,
1998; Milne, 1998; Islam, 1998; Saleh, 2005; Hakro, 2009) has shed
light on the relationship between fiscal and current account deficits over
the last decades, especially in the backdrop of dramatic increase in the
deficits, widely known as twin deficits, in many developing countries.

The twin deficits hypothesis postulates that that there is a direct
relationship between budget deficit and trade deficit i.e. a reduction in

* Associate Professor, Department of Economics, Jahangimagar University, Savar,Dhaka, Bangladesh.
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Twin Deficits Problem in Bangladesh: Causality and Cointegration Analysis
Laila Haseen

former leads to a reduction of the later. Bangladesh, a resource scarce
poor developing country has experienced different policy regimes since
its independence in 1971. Before 1980s Bangladesh followed inward
looking economic strategies and suffered from low economic growth and
faced several structural problems like balance of payments crises. In this
backdrop on being advised by the World Bank and IMF Bangladesh has
adopted economic liberalization as a strategy to rapid economic growth.
However, over the periods Bangladesh suffered from soaring budget
deficit and deteriorating trade, balances. Therefore it is necessary to
examine empirically whether there is any causal relationship between the
two. If so what is the channel, direction and extent of the causality. The
issues involved have important policy implications. Because,
understanding the causal relationship between the two call for
formulating apposite fiscal as well as monetary policy so as to achieve
the fundamental macroeconomic targets of higher level of output, lower
unemployment and price level stability. (Hakro, 2009).

There exist a wide variety of theoretical and empirical studies that
analyzes the relationship between the trade deficit and budget deficit.
Theoretical works are based on either traditional simple macroeconomic
model that are constructed from the behavioral relationship between
them without explaining the behavior of the economic agents (Mundell,
1963; Dornbusch, 1976; Kawai, 1985; Marston, 1985; Kearney, 1990
etc.) or microeconomic foundation of macroeconomics, which is based
on individual optimizing behavior (Neary, 1980; Obstfeld, 1981;
Persson, 1982; Moore, 1989 etc.).

A good number of studies have been conducted on examining the
dynamic linkages between budget deficit and trade deficit both in
developed and developing countries; however for Bangladesh it is still
remains an untouched area of research. For Bangladesh one of the early
studies, for instance Ahmad (1994), examine the relationship between
budget deficit and trade deficit for the period of 1974-1990 and got weak
relationship between the two considered variables. This is due to the fact
that the early studies suffer from methodological deficiency and omitted
variable bias. This is therefore very first of this kind of study and tries to
overcome the drawbacks of the early studies.

The two major objective of this study are that-

i) Gaining an insight into the channels through which budget
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- deficit affect trade deficit in Bangladesh since Independence.

ii) The existence and the nature and extent of the stable long run
relationship between budget deficits and trade deficit and the
short run dynamics of the long run relationship between the two.

The study will be based on the annual data from 1974 to 2014. In order
to analyze short-run dynamics and long-run relationships among budget
deficits and trade deficits, the study makes use of Vector Autoregression
(VAR) and Vector Error Correction (VEC) specifications in this study. As
unrestricted VARs do not impose co-integration on its variables, a VEC
model needs to be set up if the variables are known to be non-stationary
- and cointegrated. The study will use both the ADF and PP test to see
whether the considered variables are stationary or not. Then the Johansen
Juselius test will be applied to examine the cointegration of the variables.
Finally error correction models and Granger causality tests will be
applied to examine the short run dynamics of long run relationship
between trade deficits and budget deficits.

The paper is organized as follows. After introducing the issues and
rationale of the study in section 1, section 2 will present a theoretical
framework on this issue. Section 3 sets out the framework for testing
stationarity, cointegration, error correction models and causality among
the variables. Section 4 discusses the time series properties of the
variables, reports and interprets the results. Finally, section 5 concludes
the paper with policy implications.

2. Theoretical Framework

The relationship between government budget and trade balance can be
postulated in a simple Keynesian open economy model. We start with the
national income identities of an open economy where gross domestic
product (Y) is the sum of private consumption expenditure (C), gross
private domestic investment expenditure (I), government expenditure
(G), and exports (X) over imports (M):

Y=CH1+GHX-M) .coceerrererreeciecerrenennes 1)

Alternatively, Y equals private consumption expenditures (C), Savings
(S), taxes (T):

Y=CHSHT: oo, @)

From equation (1) and (2) we get,
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C+1+G+X-M)=C+S+T

(X-M)= (S-1)+(T-G) eorrrrererrrrrerrrrrerrrrrrrrreee 3)

In general country’s imports exceeds its exports and government
expenditures exceeds its tax revenue, thus the left hand side of equation
(3) represents trade deficits while the second term in the right hand side
represents budget deficits. If trade balance and balanced budget are
maintained savings in the economy is equal to the investment. However,
this is usually not the case. The familiar Mundell-Fleming hypothesis
(1962, 1963) states that increase in government’s budget deficit leads to
an increase in the trade deficit by an accompanying increase in consumer
spending. An increase in government expenditure increase consumer’s
wealth and disposable income by increasing national output, which
encourages an increase in imports. On the other hand, the traditional
Keynesian absorption theory suggests that an increase in the budget
deficit would induce domestic absorption and hence import expansion,
causing current account deficit.

3. Data and Methodology
3.1 Data

This study is based on the annual data for the period 1974 to 2014 taken
from the IMF, International Financial Statistics (IFS) CD-Rom
supplemented by IMF, IFS Yearbook.

3.2 The Analytical Framework
3.2.1 Granger Causality Test

The Granger Causality test is used to examine the direction of causality
between budget deficit and trade deficit. The general idea of the Granger
Causality is that X causes Y if Y can be explained better by the present
and lagged values of X than by the past values of Y alone assuming that
both X and Y are stationary variables. In two variables framework the
test is based on the following regression:

¥ :a+i/6>iyt_l +Zn"inH Fp, et 4)
i=1 i=1
Xt:x+i¢iX’_l+i,2iYH+\9t ................................... )
i=1 i=1
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where, t and t are white noise error term, and m & n are the number of
lags to be specified. Equation (1) shows that current Y is related to past
values of itself as well as that of X and equation (2) proposes a similar
behaviour for X. Given the above specification the following cases can
be distinguished (Gujrati 2003):

i) unidirectional causality from X to Y i.e. X causes Y if HO: fi =
0,i=1, .....n, can be rejected and (ii) does not hold;

ii) unidirectional causality from Y to X i.e. Y causes X if HO: pi
=0,i=1, .....n, can be rejected and (i) does not hold;

iii) feedback or bilateral causality is said to occur if both (i) and
(i) hold; and

iv) independence is suggested if neither (i) nor (ii) hold.

This framework can be generalized to include more variables in the
system.

To check whether X causes Y the unrestricted regression involves the
estimation of equation (4) using OLS. From this regression we obtain the
unrestricted residual sum of squares (RSSur). Then, another version of
(4) that restricts the coefficient of all lagged XOs to zero is to be
performed and obtained the restricted residual sum of squares (RSSr). To
test case (i) above we rely on the following statistic:

F = [(RSSr - RSSury/m ]/[RSSur/ (@ —=K)] ........... (6)

Which follows F distribution with m and (n — k) df. Here m is equal to
the number of lagged X terms included in the equation (4) and k is the
number of parameters estimated in the unrestricted equation. X is said to
Granger causes Y if the computed F statistics is significant at the
conventional level. The same procedure can be applied to test causality
from Y to X.

3.2.2 Cointegration Test and Error Correction Models

One important feature of macroeconomic time series is that they have the
tendency to move together. This co movement of two or more time series
is known as Ocointegration, in the literature. Presences of cointegration
between two variables lead to the causality in the Granger sense as least
in one direction (Miller, 1999). There are two channels of causality

1 This section draws on Hossain (2010)
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between cointegrated variables —the standard Granger test and the error
correction specification. Non-causality conclusion may result from
failure to take the cointegratedness into account.

The notions of cointegration provide the basis for modeling both the
short run and long run relationship simultaneously. If Yt and Xt are
cointegrated, then Granger representation theorem (Engle and Granger,
1987) says that the relationship between the two variables can be
expressed as the error correction mechanism as follows:

k . k
AY, =y Z,_, + D> EAX,  + D LAY, +u, e (7)
i=1 Jj=1
k k
AX, =Y,Z,, +ZTfAXz—i +Zng),t—j Tl e ®)
im1 =

where, Zt = Yt — YXt , and ult and u2t are white noise error terms. In
these two equations, the series Yt and Xt are cointegrated when at least
one of the coefficients ?1 or ?2 is not zero. This error correction model
allows us to study the short run dynamics of the long run relationship
between Yt and Xt. If ? can be obtained so that Zt can be constructed, the
remaining parameters in equations (7) and (8) can easily be estimated.
Engle and Granger (1987) propose a two-step procedure. The first step
involves OLS regression of Yt on Xt and yield a consistent estimate. The
next step is the OLS estimation of equations (7) and (8) with Zt replaced
by estimated Zt.

3.3 Empirical Methodology

To test the causal relationship between budget deficit and trade deficit we
proceed as follows: First the time series properties of each variable are
examined by unit root tests. This is performed by applying augmented
Dickey-Fuller (ADF) test, which is based on the following regression
equation with a constant and a trend of the form:

AY, =8, +0,t+pY,_ + D PAY,_ +w,
i=l

where, AYt = Yt - Yt-1 and Y is the variable under consideration, m is
the number of lags in the dependent variable, is chosen by Akiake
information criterion is the stochastic error term. The null hypothesis of a
unit root implies that the coefficient of Yt-1 is zero. If the null hypothesis
is rejected, then the series is stationary and no differencing in the series is
necessary to induce stationary.
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If two time series are stationary it necessary to check whether they have
comovement or not i.e. to search for cointegration between variables. We
relied on Johansen-Juselius (1990) cointegration technique. In this
technique two test statistics are used to identify the number of
cointegrating vectors, namely the trace statistic and the maximum
eigenvalue test statistic. The Trace test statistic for the null hypothesis
that there are atmost r distinct cointegrating vectors is

N
/’Ztrace = ]:Z ln(l _21) ................ (10)

a=r+1

where, ?i0s are the N-r smallest squared canonical correlations between

- Xt-k and ?Xt (where Xt = (BDt, TDt)/ and where all variables in Xt are
assumed I(1)), corrected for the effects of the lagged differences of the
Xt process.

The maximum eigenvalue statistic for testing the null hypothesis of at
most r cointegrating vectors against the alternative hypothesis of r + 1
cointegrating vectors is given by

/'Zmax - _T ln(l _2r+1) ...............

Johansen (1988) shows that equations (10) and (11) have non-standard
distributions under the null hypothesis and provide approximate critical
values for the statistic, generated by Monte Carlo methods.

The third step involves the estimation of error correction model as
specified in equation (7) and (8). Finally, causality and feed back
relationship among time series are tested using standard F tests as shown
in equation (6).

4. Analysis of the Result

Based on the above mentioned methodology, both the variables trade
deficits and trade deficits have bee tested. for unit roots suggested by
ADF test and Phillips-Peron test. Unit root test identifies whether the
variables are stationary or non-stationary. The lag parameters are
determined by Akaike information criterion. The results are reported in
Table -1.
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Table 1: Unit Root Tests (Augmented Dickey Fuller)
for the Period 1974 to 2014

Series in Levels First Differences
Without Trend
BD -2.023 [6] -3.0 94** [5]
TD -0.707 [4] -4.808* [3]
With Trend .
BD -0.495 [7] -3.095* [4]
TD -0.032 [4] -4.067* [6]

Notes: i) * and ** indicate significance at 1% and 5% respectively.
ii) Figures in the parenthesis represents the optimal lag length
as determined by Akaike information criteria.

Table 1 reveals the presence of unit roots in the original series, while first
difference makes them stationary. That is both trade deficit and budget
deficit are I(1).

Since both variables are I(1), the study sets out cointegration tests to
determine whether there exists stable long run relationship between trade
deficit and budget deficit in Bangladesh. The result of Johansen’s
approach is presented in Table-2.

Table 2: Johansen and Juselius Test of ointegration

Data Vector Lag  Hypothesis ATrace AMax

r<=0 14.345%*  19.230**
BD, TD 3 r<=1 1.0876 1.342

Notes: i) we have experimented with a number of lags and found 3 to be
the optimal lag length. ii) ** indicates significance at 5% level.

Table-2, reports the maximum eigen-value and trace tests of Johansen
and Juselius (1990). Both the cointegration test and trace test suggest that
the trade deficit and budget deficit are cointegrated in Bangladesh

The cointegration between trade deficit and budget deficit implies long
run equilibrium relationship between them. However, in the short run
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there may be out of equilibrium. Therefore, error correction mechanism
is used to examine the short run dynamics between the variables. The
error correction mechanism also focuses on the direction of causality
between the variables. The result of error correction model can further be
justified by the Granger causality test. Therefore, the study also employs
Granger causality to examine the direction of bivariate causality. The

results are reported in Table-3, 4 and 5.
Table 3: Estimation of Error Correction model

Dependent Variable: BD, Independent Variable: TD

| Constant  Zt-1  A(BD)t-1 A®BD)t-2 ABD){-3  A(TD)t-1

ATD)-2  A(TD)t-3

0.0324  0.0345* -0.4210 0.0451 -0.341 -0.0121

-0.2234 0.1921

[3008] [2214] [4121]  [0412] [3221]  [-0.085]

[0721]  [0.112]

Note: Figures in the Parenthesis represent t statistic.
Table 4: Estimation of Error Correction Model

Dependent Variable: TD, Independent Variable: BD

Constant  Zt-1  A(TD{1 A(TD)t2 A(TD)t3  A(BD)t-I

ABD)-2  A(BD)t-3

00133 0.0237* -0.0128 -0.0221  -0.0312 1.5123

-1.1330 0.1227

[2892] [4112] [L123]  [L14]  [1203]  [6234]

[6871]  [4.007]

Note: Figures in the parenthesis represent-t statistic.

Table 5: Direction of Causality

Granger Causality Error Correction
F-values Causation |t (err) F-values Causation
BD does not cause TD 4.237* BD=>TD 2214*  8.669* BD=>TD
TD does not cause BD 2.743* TD=>BD 4.684* 18.157* TD=>BD

Note: *, ** and *** indicate significance at 1%, 5% and 10%

respectively.
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Table 3, 4 and 5 represents the result of Granger causality test and error
correction models. Both the Granger causality test and error correction
model provides bidirectional causality between trade deficit and budget
deficit, which is in line with studies of other developing countries.

5. Conclusions and Policy Implications

The paper applies standard time series econometric techniques of
cointegration and error-correction models to explain the dynamic causal
relationship between budget deficit and trade deficit in Bangladesh. The
paper examines the short run dynamics of the budget deficit and trade
deficit relationship within a long run relationship. This a very first
studies of this kind in Bangladesh using time series data. The study found
that budget deficit and trade deficit are cointegrated indicating that there
is a stable long term relationship between them. The implication of this
result is that the twin deficit remains a persistent problem for the
economy of Bangladesh. However, this is not very unusual for a
developing economy like Bangladesh. The key issue is how to handle
this problem as they create imbalances in other macroeconomic
relationships. Therefore, both the trade policy and fiscal policy should be
designed with great care to achieve the basic macroeconomic goals of
higher level of output.
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Improvement of Opportunities of Religious Tourism in
Bangladesh: Current Outlook and Future Direction

Fatema-Tu-Zohra Binte Zaman*
Alisa Quadir**

Abstract: Tourism is the growing industry in the modern world which has
vast and inexhaustible potentials to enhance national economy. Religious
tourism, a relatively new product in Bangladesh, is promoted with a
distinct emphasis on the historic,” artistic and architectural aspects of
traditionally religious sites of our country. Religious tourism, as a part of

tourism, has always influenced the tourist activities. The religious tourist
is a fixture of both ancient and modern cultures. The aim of this paper is
to show the present potentials of the religious tourism industry in
Bangladesh, different religious attractions in this country, identifying the
constraints of this sector and provide recommendations. This study is
limited to dealing with major four religions in Bangladesh.

Keywords: Religious Tourism, Bangladesh, Historic, Architectural
Aspects, Culture.

Introduction

Tourism is treated as one of the world's fastest growing industries.
According to WTO, “Tourism comprises the activities of persons
traveling to and staying in places outside their usual environment for
not more than one consecutive year for leisure, business and other
purposes not related to the exercise of an activity remunerated from
within the place visited.” There are different kinds of tourism dominant
around the world and for those; religious tourism is one of them.
Religious tourism is one of the newer forms of tourism in Bangladesh
with a tendency to develop. Bangladesh is a country of natural beauty.
The seven Bangladeshi Division offers both individually and combining
a variety of natural, cultural & religious destinations suitable for tourist
attractions.

The term “religious” emerged as a result of the understanding of
tourist’s motivation. Tourism and religion are connected with each

* Assistant Professor, Department of Psychology, Jagannath University, Dhaka 1100.
** Visiting Lecturer, Department of Finance, Siddheswari Girls College, Dhaka.
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other by several interactions and combinations as determined by the
type of relation between the holy places and the motivation of tourists.

Travel to a
> Religious Site >

Travel with RELIGIOUS
TOURISM »  Spiritual Intent »—> TOURISM

Leisure Travel

> with fellowship Y
intent

Figure 1: Interaction between Tourism & Religion

According to UNWTO around 300 to 330 million people visits the
world’s key tourism sites every year. In this 21st century religious and
spiritual tourism can represent a great opportunity for men and women
of all faiths, philosophies and religions. This tourism follows the
footsteps of the prophet & saint because their life is a guideline for
believers. In1984, Cohen states that tourism is a modern form of
pilgrimage, as the trip is also something sacred. Religious tourism, as a
special interest event has a highly complex impact on local
communities. According to Cohen(1984) during the stay in the
destination, tourist interact with local residents and the outcome of their
relationship changes the host individuals' & communities' quality of
life, value system, labor division, family relationship, attitude toward
the tourist, behavioral patterns, ceremonies & creative expressions.
Religious tourism can also be a powerful instrument for raising
‘awareness regarding the importance of safeguarding one's heritage and
culture.

Religious tourism, as its simplest can be explained by Yeoman (2008)
as “traveling to visit a place, a building or a shrine, which is sacred”.
This form of travel is either about observing or participating according
to ones belief, sharing a religious experience with someone and
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witnessing the faith (Kasim, 2011; Yeoman, 2008).

Religious tourism is also said as peace tourism in the modern world. If
Hajj is taken into consideration, there are multiple beneficial effects
which are visible (material) and non-visible (spiritual) in this gathering.
The same can be said during visits to major mosques in the Islamic
world and holy places in Iraq (Najaf, Karbala, Kadhimiyah and
Samara) and Palestine (Jerusalem and Al-Khalil). Religious Tourism
becomes the top priority of those who are responsible for tourism in the
Islamic world. Thus, they should devote considerable attention to
mosques which have mausoleums of prophets and saints, (Shakiry,
2008).

Literature Review

Religious tourism is not easy to define. In the literature of tourism
studies, it is often categorized in different ways by different authors.
Thus, religious tourism, pilgrimage tourism, cultural tourism, cultural
heritage tourism and spiritual tourism are often used interchangeably
(Nieminen, 2012).

Religion tourism <— P'tlg:':;::ge . |<==>| Cultural tourism

Spiritual tourism <::"> Cultural Heritage
tourism

Figure 2: Nieminen's definition of religious tourism

As human beings, it is essential to believe in something superior.
Different cults & beliefs related to different gods were discovered to
express our feelings. The religious value & beliefs that people have
today is the result of the ancient beliefs & myths (Mashhadi, 2000). The
major four religions in today’s world are Muslim, Hindu, Christian and
Buddhism. Nowadays Religious tourism is considered as a motivational
travel and according to Jackwoski (2000) more than 240 million people
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travel every year because of the religious purposes. From genesis to

these days, tourism & religion are linked to each other as most of the

young & rich people visit different country for learning & study
purposes as well as for religious purposes (Esteve, 2002).

Religious tourism is one of the least studied areas in tourism research,
which is interesting as it is also the oldest form of tourism (Timothy &
Olsen, 2006). There is much literature that suggests that Religion is the
fundamental elements of culture and is linked to many aspects of
people’s life & behavior (Bailey & Sood, 1993; McDaniel & Burnett,
1990; Walter, 2002). In today’s world, there are thousands of religious
places of different religion where many people visit every year.
According to Vukonic (1996), most of the religions require to visit the
holy places as these may help people to reinforce their belief in god
seeing that the personages they believe in were real people who lived in
our world in other times.

Religion was found to be a factor linked to the supply of tourism on both
a macro and micro level. An example of influence on the macro level is
provided by Israeli and Mehrez (2000), who associated the approach
towards gambling and its future in Israel. On the micro level, Brown
(1996) in his ethnographic study of the ‘Borscht Belt’ provides evidence
of how religious taboos influence the provision of hotel services, such as
the variety of food ingredients and the service procedures. Another area
of research that has linked religion to tourism is the relationship between
the tourists (the guests) and the local community (the hosts) or the site.
Din (1989) suggests that a difference between the religion of the host
and the guest may influence the service supplied to the guest in certain
Muslim countries. Din also argues that, due to certain religious beliefs,
tourism is discouraged in some Muslim countries because of its impact
on the local community. Joseph and Kavoori (2001) suggest that tourism
being seen as a threat by a local community is linked to its perceived
influence on local traditions, including religious habits.

Rotherham (2007) argued that religious tourism and the visiting of
sacred places offer experiences to meet both demands. They can cater
for those demanding spiritual retreats or provide a priest to accompany a
group of pilgrims. They commented that religious tourism including
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pilgrimage- is embedded within a complex of heritage tourism and mass
tourism activities.

The aim of religious tourism is not all about to obtain the blessings of
god, but along with this, its main objective is to attract tourists. The aim
is to promote & introduce the country to tourists. Visitors would maybe
unable to know more about the people of a country if religious tourism
did not exist there. (Al-Amin 2002)

Rationale of the study

Tourism is a rapidly growing industry which has far reaching and
‘inexhaustible potentials to enhance national income, foreign exchange
reserves and opportunities of employment. The size and economic
significance of travel and tourism have attracted the attention of many
countries in actively promoting tourism as a way to stimulate their
economies. Religious tourism is one of the newer forms of tourism in
Bangladesh with a tendency to develop. Religious issues have always
influenced the tourist activities. In religious communities some religious
commandments have overwhelmed the quantity and quality of tourism.
This research deals with religious tourism in Bangladesh. The current
study was undertaken with a vision to understand what religious tourism
is, who the tourists attracted to religious tourism are, what the
destinations and motives for religious holidays are, what the future of
religious tourism looks like and what do people expect to gain by
visiting such religious places. People normally wish for things according
to their values and needs. Needy people wish for wealth, sick people
wish for health, discontented people wish for happiness, peace and
harmony.

Objectives of the study
* To know about the religious tourism in Bangladesh

* To acquire the knowledge about different historical religious sites
in Bangladesh

* To identify the problem area for the development of religious
tourism

* To suggest some suggestion for the development purpose
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Methodology
Sample

In this study data are collected from those parties or firms who are directly
involved in the business activities of Bangladesh religious tourism industry,
development process of tourism infrastructure or facilities in the country and
interaction process of rendering or receiving tourism services. Sample data
are collected from BPC, private tour operator &different religious
organization. Besides that académician, professional@s guides, religious
institution and national & regional cultural authority have also been
considered and included in the sample. Population data are collected by
dividing our country into five regional divisions and then identify the most
popular religious attraction based on archeological value & tourist perception.

Data Collection

This paper is mainly based on" secondary data. Data are collected from
internet sources, articles & publications about religious tourism, library
research, daily newspaper, books etc.

Findings: Religion & Religious Tourism in Bangladesh

In Bangladesh, Muslims, Hindus & other believers live in relative harmony.
Islam is the official religion in Bangladesh and is practiced by some 88
percent people of our country. So the Muslim majority is the religious leaders
and may observe their customs & rituals with pomp way. Other religions that
are active in Bangladesh include Hinduism, Christianity, Buddhism, animism
and tribal belief systems. The variety of religion is increasing day by day, the
following chart show that fact.

The following graphical presentation shows the percentage rate of major four
religions in the country based on the overall population. In the year 1975,
almost 85% people are Muslim which are gradually increasing at 87% in
1990 and 89.5% in the year 2010. Following to the other three major
religions, i.e. Hindu, Christian & Buddhist, are also increasing/decreasing at a
lower rate. Considering the year 1975 where Hindu population rate is only
15.6%, and was gradually decreasing at 9.5% in the year 2010. Christian
population rate is increasing only at 0.2% comparing between the year 1975
& 2010. Similarly Buddhist population rate is also increasing only at 0.4%
comparing between the year 1975 & 2010.
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Bangladesh
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Muslim Hundu Christian Buddhist
:Pomllation % 1975 84% 15.60% 0.10% 0.30%
—=—Population % 1990 87% 12.40% 0.10% 0.50%
— —Population % 2010 89.50% 9.50% 0.30% 0.70%

Source: Statistical Pocket Book, different issues

In Bangladesh, tourism is developing slowly but steadily. In the recent
times, it has started contributing to the national GDP as well as foreign
currency earning sector of the country. The country has much to attract
international and domestic tourists. In present times, the government of
Bangladesh has realized the importance of tourism in its economic and
social life. Therefore, the government has decided to combine both the
tourism department and Private Corporation into one organization for
better coordination, promotion, development and marketing of tourism in
Bangladesh. )

Religious tourism is not a new issue worldwide but in Bangladesh it’s
very much new. Bangladesh has vast potential of this area, if proper
planning and marketing are undertaken. Bangladesh, with its rich history
and heritage has always been a hub for different religious activities and
preachers as nearly all the major religions had made their base in this
country at some point of time or other. Be it Islam, Hinduism, Buddhism
or Christianity - major establishments like mosque, monastery, temples
and other remnants from the past still remain on the soils of this land
beckoning those who are interested to come and discover. Bangladesh
consists of different religious sites of its major four religions. There are
so many beautiful & attractive mosques, temple, churches, monastery
and pagoda in the country which may open another door of tourism
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sector i.e. religious tourism for the tourist. These religious sites are the

main religious attractions & destinations of Bangladesh. If utmost

endeavor is made, then it is possible to introduce these religious sites to
the entire world and promote religious tourism in Bangladesh.

Not much updated data could be found to say exactly how many people
visited this country for religious purposes. Data from Bangladesh
Parjatan commission (BPC) in 2009 reveals about the visitor’s purpose of
visit, of which religious purpose is one of them. The data are given in the
following table: .

Table 1: Visitors by Purpose of Visit in 2009

Purpose of Visit

Month [Tourism [Business | Office | Study | Religion | Other Total |Percentage

January | 14,028 | 9,985 | 823 605 | 2,102 |1,089 28,632 | 10.72%

February| 13,047/ 9,882 | 279 | 454 | 1,599 | 1,025 | 26,286 | 9.84%

March | 12,747 9,679 327 540 627 1,194 |25,114 9.4%

April 12,858| 9,319 312 578 578 1,141 | 24,786 9.28%

May 12,541 ( 8,613 | 340 616 | 449 1,145 |23,704 | 8.87%

June 8,924 (10,504 | 295 672 523 1,326 [22,244 8.33%

July 9,122 (10,187 | 364 549 | 506 1,052 21,780 8.15%

August | 7,908 | 8,108 231 533 479 980 18,239 6.83%

September| 5,947 | 6,678 234 498 502 890 14,749 5.52%

October | 7,504 [10,236 | 222 429 | 498 1,074 | 19,963 7.47%

November| 7,612 | 9,492 | 209 479 507 1,037 |19,336 7.24%

December | 10,661 |8,886 259 522 613 1,333 (22,274 8.33%

Total (122,899 111,569 [3,895 | 6,475 | 8,983 [13,286 267,107 100%

Percentage| 46% | 42% |1.46% |2.42% | 3.36% | 5% 100%

Source: Bangladesh Parjatan Corporation, 2009

The 2009 statistical year book of Bangladesh Parjatan commissions
(BPC) shows that there are mainly 5 purposes based on which tourists
may visit in Bangladesh. Statistics of BPC shows that 46% people visit

208



CETP-E=IT SRR, FT b, TG-S S839/FeTZ-TCTTHT 030

for tourism purposes, 42% for business purposes, 1.46% for official
workshop, 2.42% for study purposes and 3.36% people for religious
purposes. Beside these there is also 5% people visit in our country for
other several purposes like attending a cultural program, visiting friends
& relatives, attending special ceremony etc. Very few people visit our
country for religious purposes i.e. only 3.36% people, but this sector may
open a new era if proper attention is given for its development purposes.
As a result lots of people may also visit for religious purposes in
Bangladesh and the country may also gain lots of revenue. The following
graphical presentation shows the visitors arrivals in Bangladesh for the
purpose of visit in the year 2009.

Visitors Arraival by Purpose of Visit in 2009
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Tourism |Business | Office Study | Religion | Other
I+Purpose of Visit | 46% 42% 1.46% | 2.42% | 3.36% 5%
Purposes

Source: Survey Data

Outbound tourism is a term that is used to refer to visitors from outside
the financial territory of the country of reference and provided by non
residents. Outbound travels means when someone goes out of their own
country, it can for holidays, business, trip etc. The following table shows
BPC’s statistical yearbook for outbound travelers.
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Table 2: Outbound Travels by Purpose of Visit in 2009

Purpose of Visit

Month

Tourism |Business| Office | Study | Religion| Service | Others Total Percentage

January 46,380 | 7,092 101 2,857 | 3,405 103,080 | 48,965 | 211,880 9.39%

February 48,958 | 7,757 101 | 3,605 | 2,500 99,999 | 44,874 | 207,794 9.21%

March 51,206 5,438 106 746 2,577 102,151 | 47,266 | 209,490 9.29%

April 42,463 | 10,668 79 | 2,523 | 1,994 | 94,273 | 45,808 | 197,808 8.77%

May 44,403 | 10,065 | 249 2,34}4 1,814 | 102,101 | 45,586 | 206,662 9.17%

June 50,338 | 9,577 | 480 |2,756 | 1,771 | 89,856 (41,482 |196,260 8.70%

July 63,059 | 9,592 | 264 |2,421 1,716 | 95,510 | 33,558 | 206,120 9.14%

August 36,883 | 7,886 | 113 2,567 | 1,493 | 73,668 | 43,954 | 166,564 7.39%

September | 31,752 | 7,096 | 132 2,495 | 1,507 62,813 | 40,068 |145,863 6.47%

October | 33,876 | 9,526 | 112 | 2,427 | 1,495 | 90,449 | 58,580 | 196,465 8.71%

November | 14,691 | 8,560 111 [2,482 | 1,622 60,154 | 68,363 | 155,983 6.62%

December | 19,065 | 8,887 103 2,527 | 1,712 85,246 | 36,149 | 153,689 6.52%

Total 483,074 | 102,144 (1,951 p9,850 | 23,606 11,059,300 (554,653 |2,254,578 100%

Percentage | 21.43% | 4.53% |0.09% | 1.32% | 1,05% | 46.9% |24.60% | 100%

Source: Bangladesh Parjatan Corporation, 2009

In the above table, the statistical yearbook of BPC shows the number of
outbound travelers in the year 2009 who visit other countries because of
various purposes. BPC says that 21.43% people visit for tourism
purposes i.e. seeing other countries historical & beautiful attraction,
knowing the culture of different countries & scenic beauty. Besides these
other 4.53% people visit for business purposes, 0.09% people for official
work, 1.32% people for study tour or going for higher study in abroad,
1.05% people for visiting religious & sacred places, 46.9% people for
various service purposes. Another 24.60% people also visit for their
personal work like visiting friends & family or other purposes. Every
year lots of Muslim people visit Saudi Arab for performing Hajj. Other
religious group of our country i.e. Hindu, Christian & Buddhist people
may seldom visit other countries for religious purposes. So that’s why
outbound travels for religious purposes is very much low in Bangladesh
i.e. only 1.05%. The following graphical presentation shows the
outbound travels by purpose of visit in the year 2009.
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Table 3: Mojor Religious Tourism Sites in Bangladesh

Division Name of the Attractions History
: Central mosque of Bangladesh situated at the
Bajtul Mukkacam Mosqus center of Dhaka. The mosque was built in 1959.
Established by Shaista khan at Mohammadpur,
Seven Dome Mosque: Dhaka. The mosque has attractive archeological
attraction
The mosque was established by Mirza golam
Star Mosque pir in 19th century at Armanitola Dhaka.
Baitul Mukkaram Mosque This is a pre-mughal architecture build in 1454AD by
Bakht binat, Its situated at Narinda, Dhaka.
Dhaka

Dhakeshwari Temple

Ballal sen established this temple in 12th CE at
Dhaka. This is the national temple of our country.

Ramkrishna Mission

The temple was established in 1916 at Gopibagh,
Dhaka.

Ramna Kali Temple

The temple is located at Ramna park Dhaka, which is
also famous to known as Ramna kalibari.

Joy Kali Temple

The temple is build in old Dhaka at 16th century by
Late Tulsi Narayan & Late Nabh Narayan Gosh
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Dharmarajika Budha Bihar

First Buddhist monestry in Dhaka build in 1960.

Armenien Church

The church is situated in Armanitola, Dhaka.

Holy Rosary Church

The church is build by Portuguese Augustinian
Missionaries in 1628 at Tejgaon, Dhaka.

St. Thomas Church

This Christian cathedral situated at Jhonson road,
Dhaka.

St. Gregory Church

This church is located at Laxmiibazar, Dhaka.

Khan Mohammad Mridha

This is a sunni affiliation mosque build by khan
Muhammad mridha in 1705 Ad at Laldighi,

Mosque Chittagong.
Chittagong
Thesl:':;g;l;:rn?:: e Sait hazrat shah amanat tomb was located here.
3 This is the famous shrine of Chittagong the main
Shrine of .I‘-ila;rat Su'ltan ; attraction of these place is the tomb of Bayezid
Bayezid Bostami Boatami & turtles.
. The temple is located at sitakunda, chittagong. Shiv
Chandranath Hindu Temple | chatirdashi festivals are held here every year which is
attened by many pilgrimages.
i Thils temple is established in 16th century by Sree
Comilla Jaganath Temple Seejoktou maharaja in comilla.
. The temple is also known as the Bandarban golden
Bhudha Dhatu Jadi temple found in 21st century by Ven. U Pannya Jota
Mahathero in bandarban.
Shalban Bih It is one of the best well known Bhuddhist bihar
aiban Sinar located in Mainamati, Comilla.
Sompur Bihara This bihara is located at naogaon district. It is said
that pala dynestry build it in 8th century AD.
Sultan nusrat shah builds this mosque at Bagh:
Bagha M que at Bagha,
Agiallonque rajshahi in 1523 AD.
Rajshahi
Choto Sona Mosque This is a Sultanat arechitectural mosque build by wali

Muhammad in 1519Ad at Rajshahi.

Kushumba Mosque

This Bengal architectural mosque build by Sulyman
in 1958 at Naogaon, manda
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Hindu zamidaras build the three temple in puthia
rajshai, combinely which is known as puthia temple

Puthia Temple Complex complex.

The temple is established in Dinajpur at 1752. This
Kantaji Temple temple is famous for its terracotta architectural style.

In 15th century khan jahan build this mosque in

Khulna Sixty Domed Mosque Bagerhat, khulna. The mosque has total 77 domes
| Which is its main attractions.

The tomb of Hazrat shah jalal was located here. So

The shrine of Hazrat Shah Jalal | that this place become a place of pilgrimage by many
devotee around the world.
by many devotee around the world.

= The sufi saint Hazrat shah paran tomb was situated

The shirne of Hazrat Shah there. It's a very much sacred place for the people of
Sylhet Paran

all religion around the world.

Sri Chaitanya Temple Around 15th century this temple was build in Sylhet.

Source: Wikipedia, online 2013
Major Findings

Religious tourism in Bangladesh is part of cultural tourism and
represents a multicultural dialog. It can be successful as it presents a
different civilization, different cultural style, the historical-cultural
processes and changes that took place within the area. The mosques are
the most monumental, the most important and the most cultivated
resources of Bangladesh. These mosques are becoming increasingly
important centers of cultural and religious tourism. The mosques, which
represent an important part of our cultural heritage, are not very well
promoted. During the time of Bishwa Ijtema, lots of people come to this
country for religious gathering. Tourists’ visits are the best option for
promoting tourism within the country. Besides this some other things that
were found:

Attractive religious heritage with archeological attraction

Lack of knowledge about religious tourism

Lack of maintenance, management and promotional activity

Lack of traffic infrastructure; accommodation, food &
Underdeveloped Infrastructure etc.
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m Lack of Patronization & conservative society
m Absence of enough and exclusive tourist & peripheral products
m Poor access to destination as there is a small number of tour
operator, inefficient national Airlines, Insignificant role of travel
agencies, Shortage of professional guidelines
m Bad image and misconception about the country especially
international tourist misconception.

Recommendations on Development of Religious Tourism in
Bangladesh =

Tourism is an industry of providing services. It could not be isolated
from other sectors; rather it depends on some combined effort of other
service sub-sectors like hotel and motels, transports, foods, security,
guide etc. Bangladesh is blessed with huge religious attractions for the
tourist which constitutes major part of tourism industry. Proper
maintenance of these heritage sites along with assuring other logistic
facilities can make the religious tourism most lucrative sector. The
improvements of the religious places in Bangladesh should be even more
visible in the future since all the impediments to the trend of
development of religious tourism in the country should be removed.

* Develop & Improve existent product: It is essential to develop
& improve the existent religious product. So that it may enhance
the value to inbound & outbound tourist.

« Proper promotional Activity: Proper promotional measures and
advertising campaigns is to be adopted by destinations to enhance
religious tourism based on market intelligence.

« Offering New & exclusive tourist product: Tourist always
needs to view something new interesting. So that new innovation
of these sector that is to say, combining it with cultural tourism or
other types of tourism may attract the tourist lots. Besides that,
creation of new intra and inter regional markets for religious
purposes are also mentionable.

* Proper Accommodation: The accommodation of pilgrims and
visitors has evolved a great deal over the past century: from great
simplicity to luxury hotels. These accommodations should
contribute to the sustainable development of religious and spiritual
tourism at the destinations.
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» Proper Food Facility: In the case of religious tourism
development, special attention should be given to the food service
facility that is to say, the different families and types of food and
the way they are prepared and cooked. Nowadays, this is taken
very seriously by transport operators, restaurateurs, hoteliers and
other accommodation establishments, cruise operators, tour
operators, and this goes beyond food services for religious
tourism.

* Available information for tourist: It is essential to enhance the
potentials tourist knowledge about Bangladesh by introducing
leaflet, documentary film, tourist guide etc.

* Special service at the time of Bishwa Ijtema: Bishwa ijtema,
the 2nd largest Muslim congestion in the country. This type of
religious events & gathering requires proper management,
promotion, communication technology & strategies as lots of
pilgrims may travel the country at this time from the neighboring
countries. Besides these the other elements that should also be
taken into consideration for Bishwa ijtema is :

v The measurement and the management of the flow of persons
during this event specially the Aakhri Munaazat time.

v The environmental protection of this site is necessary as this
event is held beside the River Turag in an open area.

v The issues that must be addressed for this event are handling
and controlling flows and access to the event place, ensuring
that participants are received and accommodated under good
hygienic and public-health conditions, food services for
participants that observe the dietary rules of their religion, the
safety and security of persons and their property, assistance for
the sick and old people, for children who may get lost, and
information and communication on the programme of the
gathering (times of ceremonies, meals, types of meals according
to dietary traditions, etc.).

* Proper Dealing with Operational Problems: With regard to
religious destinations, the issues that we have to be concerned
about are how to equip and maintain monuments, rehabilitation &
environmental protection of natural sites and traffic corridors in
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order to prevent congestion and not to exceed load capacities.

Pilgrimage routes and religious itineraries require well

coordinated partnerships among the communities along the way,

host communities, tourism professionals and territorial
development authorities.

« Tourist should given the maximum preference: The most
noticeable contribution of religious heritage to local development
lies in its capacity to attract tourists and its positive effects on
revenues and employment. In order to avoid any weakening of
this contribution, it must be ensured that tourists are given
preference over same-day visitors, and price formation
mechanisms should be controlled.

« Destination should be internationalized: Destinations have
become internationalized with the advent of globalization, lower
transport costs, group rates and online information and appeals
from religious and spiritual associations. Issues related to safety
and security, assistance and insurance for religious travel and
pilgrimages are taking on greater importance than ever with the
development of these markets.

« Proper Strategy making Policy: Proper policy making,
marketing strategies & marketing programmers should be adopted
as well as implemented properly to increase the religious tourists
flow in our country. It should be ensured that these policies &
strategy must overcome the seasonality congestion problem in
certain destinations. o

« Special care for handicap people: Religious authorities should
provide special services for the seriously ill or handicapped people
who go on pilgrimage in the hope of a cure or a miracle. Particular
attention should be given to Muslim pilgrimages which require
insurance in the form of “takaful”, which means “guaranteeing
each other”, and that such insurance observe Islamic jurisprudence
and Sharia principles.

« Adopting Sustainable guideline: Sustainability guideline
should be build for the development purpose of this sector. We
should adopt sustainable tourism development of the religious
heritage sites in accordance with the resources & potential.
Tourism offices are establishing divisions whose mission is to
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better coordinate potential religious tourism partners, especially in
the commercial sector. For both destinations and religious tourism
operators, training is and will continue to be a decisive element for
the sustainable development of religious and spiritual tourism.

Develop & Improve Proper Dealing with Tourist should given
Existent Product »|| Operational Problem the maximum
Preference
© Maintain Monuments
o [
i o Rehabilitation
® Environmental Protection
a o Traffic control Y
Prop.er o Proper patnership Destination should be
Promotional internationalized
Activity i
A Special Service at the 4
time of Bishwa Ijtema
® Crowed Management .
y i
® Controlling the flow &
Offering New & Proper Strategy
Exclusive Tourist access of people Making Policy
Product » Proper environmental
protection beside the river
= Proper accommodation with
good hygienic system
u Safety & securi
Proper i ty Special Care for
Accommodation = Proper food facility - Handicap People
sy = Special transport system
available at the end of the
event.
Propel: Food Available Adopting Sustainable
Facility »| Information for the Guideline
Tourist

Figure 3: Recommendation on Development of Religious Tourism in

Bangladesh
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Remarks & Conclusions

Globalization has opened up religious tourism to a process of
commercialization, transforming it into “marketable product” which it
was not in its beginnings. Pilgrims in the olden days were exempt from
taxes and toll levies as it was not necessary to pay to enter “Houses of
God”.

At present the world tourism industry has appeared as a competitive and
promising sector which is not exception in Bangladesh. It is not only that
tourism is a foreign currency earning sector in Bangladesh but also that
tourism creates an image of this country and makes a brand name of
Bangladesh worldwide. This country has its potential to differentiate its
product from other countries for its uniqueness. As discussed earlier,
Bangladesh has relatively historical & heritage religious attractions
which may attract tourist of different countries as well as archeologists.

In Bangladesh, Religious tourism requires more adequate studies in order
to gain a better grasp of its dimensions, forms, management and impacts
on monuments, sites and territories. BPC needs to create their own up-to-
date research work to find out the proper statistics about how many
tourists may visit Bangladesh for religious purposes, their gender,
perception, popular choices of attraction; other motivational or spiritual
purposes etc. There is a need for better collection, compilation and
international harmonization of statistics on religious tourism. These data
may help & motivate the researchers & tourism professional to do their
own research work and may analysis the supply & demand of these
sectors.

Historical religious places should be well preserved and may be arranged
for showing to attract the tourist. Those who are pilgrims and spiritual
tourist must be well entertained and to fulfill their level of satisfaction in
religious spots arrangement should be properly done so that the tourists
are satisfied. But policy makers must also take preventive measures so
that nobody can create any negative use of religion as all religions have
the basic theme that religion is used for peace, humanity, mankind &
discipline.

Today, promotional activities through the internet and other electronic
media including TV can be utilized properly so that tourist may build up
their interest about this country. Social networking sites can also play a
vital role in these purposes. Government of Bangladesh, various
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concerned ministries and the industry itself should take necessary
measures to make religious tourism popular in Bangladesh & abroad.
Government may also encourage the private sector to play positive role
in the development and diversification of tourist facilities to promote
religious tourism. If proper measures, marketing strategies along with
policy measures are coordinated, tourism sector in Bangladesh as well as
religious tourism sector would yield a positive result

Limitations of the Study

Nothing in the world is perfect. So, the present study too has some
limitations, which ~ were not avoidable. This study is mainly based on
secondary data; the presence of primary data is very limited. BPC’s
(Bangladesh Parjatan Commission) Statistical Yearbook doesn’t offer
data concerning religious tourism, which makes research in this field
rather difficult. Moreover, problem of collecting information and
shortage of literature about this topic are also realized.
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