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b. Income statement is a vital part of  FRs. Investors are customers who 
are very much keen regarding this section as it helps them to have idea 
about the income generated. This is properly shown in case of  AB as 
per the view of  the respondents.

c. In this modern age everything of  a bank is managed by applying IT. In 
the same way data are also captured by IT which is done by bank-I.

d. Data must be consistent in the database so that an inter relationship is 
maintained. AB ensures the consistency of  data

Bank II:
a. It is found that the transactions of  debit card of  the customer are 

properly reflected in the reports prepare by the bank.
b. Accuracy of  Economic assets and liabilities is utmost important which 

is properly presented in the reports of  JB.
c. The branch performances are detailed in the reports.
d. Data accessibility is ensured by the concerned person.
e. Accuracy of  Economic assets and liabilities is utmost important which 

is properly presented in the reports of    bank-II
f. The Society for Worldwide Interbank Financial Telecommunication 

(SWIFT) facilitates a large number of  international transactions each 
year, which are provided as actual data.

Bank III:
a. Automated Teller Machine has assured the withdrawals or deposit of  

money without visiting the branch. It has become very much popular 
as it saves time and hazard. It is reported with so importance in the 
report.

b. Transactions are recorded automatically in the banks database so there 
is no chance of  manipulation. So, it has a great importance to the 
stakeholders as they get proper scenario of  the transaction whether 
there is any unauthorized transaction so the real transaction records 
are reported as it is.

c. Accuracy of  Economic assets and liabilities is utmost important which 
is properly presented in the reports. 

d. Liquidity and cash requirements reflect the economic health of  any 
banks which is clearly shown. 

Bank IV:
a. Accuracy of  Economic assets and liabilities is utmost important which 

is properly presented in the reports of    bank-IV

b. A lot of  foreign transactions are occurred yearly through Society for 
Worldwide Inter-Bank Financial Telecommunication (SWIFT) which 
are presented as actual figures.

Findings from the respondent’s view
a. There is a knowledge gap between business and IT people, reporting 

needs accounting knowledge and business people also need technical 
knowledge for the better understanding of  the Information System, 
its input and generated output so that they can check and balance.

b. Traditionally the top level managements are suffering from the 
shortcomings of   idea about technology.

c. As the trend of  automation is new so there is no available banking 
software in the local market

d. There is a lack of  in-house software developing team in the Banks.
e. For realizing the benefit of  any Information system, it is necessary to 

get the system user frankly.
f. Appropriate training is not given to the system people.
g. Hardware software infrastructures are not standard.
h. It’s a precondition to share sufficient information for optimizing the 

benefits of  information system but due to the conservative mentality 
to disclose information full benefit from the system can't be gained.

i. Traditional customers are reluctant to receive automated service which 
demotivates the banks to transform the old systems.

j. There is risk of  hacking and security breach.

Provided suggestions for overcoming the problems stated above. 
a. It is necessary to arrange training and correspondence among business 

and IT people frequently.
b. More technical personnel in the IT departments of  banks should be 

appointed.
c. Seminars should be arranged with the seniors frequently.
d. Dependency on using foreign software should be abolished.
e. Data should be collected in accurate way.
f. Sophisticated system security should be introduced.
g. Database administrator should be given training.
h. Technology friendly data collection system should be introduced.
i. Data amalgamation and sorting should be done.

 Based upon the findings, it is clear that the study came up with a lot of  
significant implication for various types of  stakeholders like bankers, 

customer, government, employees, regulatory authorities. The bank 
management will get policy designing ideas as per the issues like system 
security and employee training needs. The employees of  different 
organizations (Khan, Ali, & Arefeen, 2014) as well as the commercial banks 
will be aware of  the IT training need assessment to be used to with system 
and render technical services to the customers (Khan & Ali, 2012; Khan, Toy, 
& Siddique, 2010). They will also be expert in addressing risk and take 
measure accordingly. The compliance authority has scope to improve the 
centralization process and monitoring the whole sector through IT based 
system. NBR and other agencies of  government will be using the reports for 
various crucial financial information. It will help the investors to make 
investment decision by having crucial information timely, and in precise 
format.

7. Conclusion
The computerized reporting system has proved to be effective in providing 
information regarding the financial position of  an entity in a timely and 
efficient manner. Computerized reporting system also enables data to be 
available instantly and be made available to different users in different 
locations at different time zone. Moreover, we live in the age of  science and 
enjoy the new discoveries of  science through technology. Computer has high 
speed processing logic that turned it into technology. However, some 
qualities of  information that are needed to produce quality reporting for 
business are accuracy, timeliness, completeness, reliability etc. The study 
recommended that computerized accounting system actually has a positive 
impact on the quality of  financial reports for publication purposes.
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1. Introduction
The portion of  a market possessed by a particular company means market 
share that has been considered strength of  any business organization for 
achieving profit. Banking sector is one of  the most essential elements of  
Bangladesh economy like any other country. Bangladesh has an assorted 
banking sector consisting of  6 state owned commercial banks (SCBs), 3 
specialized development banks (DFIs), 41 private commercial banks (PCBs) 
and 9 foreign commercial banks (FCBs). There are 8 
completely Islamic banks as well as 16 traditional banks 
have Islamic banking window according to Bangladesh 
Bank annual report 2019-2020. Conventional banks operate 
on interest-based system whereas Islamic banks (IBs) 
conduct their business in compliance with the principles of  
Islamic Shari’ah. In Bangladesh, Islamic banking system was 
introduced in 1983 and since then Islamic banking has been 
playing a significant role across different economic and 

social sectors of  Bangladesh. Whether Islamic banks will be able to continue 
playing such great role in the coming years will be partly determined by their 
profitability. 

2. Hypothesis of  the study
According to the efficient structure hypothesis (ESH) proposed by Demsetz 
(1973) and Peltzman (1977), market share has a positive impact on 
profitability. Given the increasing demand for Islamic banking in Bangladesh, 
examining if  this hypothesis is true is significantly important. If  data is found 
to support this hypothesis, Islamic banks may be advised to consider puting 
effort to increase market share as a way of  raising profitability. 

3. Objectives
The main objective of  the study is to identify the impact of  market share on 
Islamic banks profitability. More specifically, the objectives are:

a. To assess the market share regarding total assets and total deposits of  
Islamic banks.

b. To assess the profitability regarding ROA and ROE of  Islamic banks.
c. To evaluate the influence of  market share on profitability of  Islamic 

banks.

4. Overview of  market share and profitability of  Islamic banking 
industry in Bangladesh
There are 8 commercial banks that can be considered full-fledged Islamic 
banks. In 2020, they hold 21.67 percent and 24.27 percent of  the total 
banking sector of  Bangladesh regarding total assets and total deposits, 
respectively (Annual Report of  Bangladesh Bank 2019-2020 and 8 Islamic 
banks 2020). So, it can be said that Islamic banking holds a handsome market 
share in terms of  assets and deposits of  total banking industry.
 Table 1 provides a simple picture of  market share hold by different 
Islamic banks in the years 2011 and 2020. It is evident from the table that 
market share of  all banks except ICB Islami Bank Ltd. and Shahjalal Islami 
Bank Ltd. have undergone an increase in terms of  both asset and deposit. 
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b. Income statement is a vital part of  FRs. Investors are customers who 
are very much keen regarding this section as it helps them to have idea 
about the income generated. This is properly shown in case of  AB as 
per the view of  the respondents.

c. In this modern age everything of  a bank is managed by applying IT. In 
the same way data are also captured by IT which is done by bank-I.

d. Data must be consistent in the database so that an inter relationship is 
maintained. AB ensures the consistency of  data

Bank II:
a. It is found that the transactions of  debit card of  the customer are 

properly reflected in the reports prepare by the bank.
b. Accuracy of  Economic assets and liabilities is utmost important which 

is properly presented in the reports of  JB.
c. The branch performances are detailed in the reports.
d. Data accessibility is ensured by the concerned person.
e. Accuracy of  Economic assets and liabilities is utmost important which 

is properly presented in the reports of    bank-II
f. The Society for Worldwide Interbank Financial Telecommunication 

(SWIFT) facilitates a large number of  international transactions each 
year, which are provided as actual data.

Bank III:
a. Automated Teller Machine has assured the withdrawals or deposit of  

money without visiting the branch. It has become very much popular 
as it saves time and hazard. It is reported with so importance in the 
report.

b. Transactions are recorded automatically in the banks database so there 
is no chance of  manipulation. So, it has a great importance to the 
stakeholders as they get proper scenario of  the transaction whether 
there is any unauthorized transaction so the real transaction records 
are reported as it is.

c. Accuracy of  Economic assets and liabilities is utmost important which 
is properly presented in the reports. 

d. Liquidity and cash requirements reflect the economic health of  any 
banks which is clearly shown. 

Bank IV:
a. Accuracy of  Economic assets and liabilities is utmost important which 

is properly presented in the reports of    bank-IV

b. A lot of  foreign transactions are occurred yearly through Society for 
Worldwide Inter-Bank Financial Telecommunication (SWIFT) which 
are presented as actual figures.

Findings from the respondent’s view
a. There is a knowledge gap between business and IT people, reporting 

needs accounting knowledge and business people also need technical 
knowledge for the better understanding of  the Information System, 
its input and generated output so that they can check and balance.

b. Traditionally the top level managements are suffering from the 
shortcomings of   idea about technology.

c. As the trend of  automation is new so there is no available banking 
software in the local market

d. There is a lack of  in-house software developing team in the Banks.
e. For realizing the benefit of  any Information system, it is necessary to 

get the system user frankly.
f. Appropriate training is not given to the system people.
g. Hardware software infrastructures are not standard.
h. It’s a precondition to share sufficient information for optimizing the 

benefits of  information system but due to the conservative mentality 
to disclose information full benefit from the system can't be gained.

i. Traditional customers are reluctant to receive automated service which 
demotivates the banks to transform the old systems.

j. There is risk of  hacking and security breach.

Provided suggestions for overcoming the problems stated above. 
a. It is necessary to arrange training and correspondence among business 

and IT people frequently.
b. More technical personnel in the IT departments of  banks should be 

appointed.
c. Seminars should be arranged with the seniors frequently.
d. Dependency on using foreign software should be abolished.
e. Data should be collected in accurate way.
f. Sophisticated system security should be introduced.
g. Database administrator should be given training.
h. Technology friendly data collection system should be introduced.
i. Data amalgamation and sorting should be done.

 Based upon the findings, it is clear that the study came up with a lot of  
significant implication for various types of  stakeholders like bankers, 

customer, government, employees, regulatory authorities. The bank 
management will get policy designing ideas as per the issues like system 
security and employee training needs. The employees of  different 
organizations (Khan, Ali, & Arefeen, 2014) as well as the commercial banks 
will be aware of  the IT training need assessment to be used to with system 
and render technical services to the customers (Khan & Ali, 2012; Khan, Toy, 
& Siddique, 2010). They will also be expert in addressing risk and take 
measure accordingly. The compliance authority has scope to improve the 
centralization process and monitoring the whole sector through IT based 
system. NBR and other agencies of  government will be using the reports for 
various crucial financial information. It will help the investors to make 
investment decision by having crucial information timely, and in precise 
format.

7. Conclusion
The computerized reporting system has proved to be effective in providing 
information regarding the financial position of  an entity in a timely and 
efficient manner. Computerized reporting system also enables data to be 
available instantly and be made available to different users in different 
locations at different time zone. Moreover, we live in the age of  science and 
enjoy the new discoveries of  science through technology. Computer has high 
speed processing logic that turned it into technology. However, some 
qualities of  information that are needed to produce quality reporting for 
business are accuracy, timeliness, completeness, reliability etc. The study 
recommended that computerized accounting system actually has a positive 
impact on the quality of  financial reports for publication purposes.
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1. Introduction
The portion of  a market possessed by a particular company means market 
share that has been considered strength of  any business organization for 
achieving profit. Banking sector is one of  the most essential elements of  
Bangladesh economy like any other country. Bangladesh has an assorted 
banking sector consisting of  6 state owned commercial banks (SCBs), 3 
specialized development banks (DFIs), 41 private commercial banks (PCBs) 
and 9 foreign commercial banks (FCBs). There are 8 
completely Islamic banks as well as 16 traditional banks 
have Islamic banking window according to Bangladesh 
Bank annual report 2019-2020. Conventional banks operate 
on interest-based system whereas Islamic banks (IBs) 
conduct their business in compliance with the principles of  
Islamic Shari’ah. In Bangladesh, Islamic banking system was 
introduced in 1983 and since then Islamic banking has been 
playing a significant role across different economic and 

social sectors of  Bangladesh. Whether Islamic banks will be able to continue 
playing such great role in the coming years will be partly determined by their 
profitability. 

2. Hypothesis of  the study
According to the efficient structure hypothesis (ESH) proposed by Demsetz 
(1973) and Peltzman (1977), market share has a positive impact on 
profitability. Given the increasing demand for Islamic banking in Bangladesh, 
examining if  this hypothesis is true is significantly important. If  data is found 
to support this hypothesis, Islamic banks may be advised to consider puting 
effort to increase market share as a way of  raising profitability. 

3. Objectives
The main objective of  the study is to identify the impact of  market share on 
Islamic banks profitability. More specifically, the objectives are:

a. To assess the market share regarding total assets and total deposits of  
Islamic banks.

b. To assess the profitability regarding ROA and ROE of  Islamic banks.
c. To evaluate the influence of  market share on profitability of  Islamic 

banks.

4. Overview of  market share and profitability of  Islamic banking 
industry in Bangladesh
There are 8 commercial banks that can be considered full-fledged Islamic 
banks. In 2020, they hold 21.67 percent and 24.27 percent of  the total 
banking sector of  Bangladesh regarding total assets and total deposits, 
respectively (Annual Report of  Bangladesh Bank 2019-2020 and 8 Islamic 
banks 2020). So, it can be said that Islamic banking holds a handsome market 
share in terms of  assets and deposits of  total banking industry.
 Table 1 provides a simple picture of  market share hold by different 
Islamic banks in the years 2011 and 2020. It is evident from the table that 
market share of  all banks except ICB Islami Bank Ltd. and Shahjalal Islami 
Bank Ltd. have undergone an increase in terms of  both asset and deposit. 
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Table 1: Market share position of  Islamic banks in Bangladesh                              
Banks                                     Market share in terms of  asset   Market share in terms of  deposit
                                                     2011       2020         2011                         2020
Islamic Bank Bangladesh Ltd. 6.63 8.26 7.58 9.37
ICB Islamic Bank Ltd. 0.31 0.06 0.28 0.10
Social Islami Bank Ltd. 1.44 2.25 1.48 2.56
Al-Arafa Islami Bank Ltd. 1.82 2.44 1.82 2.59
First Security Islamic Bank Ltd. 1.55 2.90 1.73 3.40
Export Import Bank of  Bangladesh Ltd. 2.21 2.83 2.39 3.13
Shahjalal Islami Bank Ltd. 1.83 1.71 1.84 1.74
Union Bank Ltd. 0.21* 1.22 0.19* 1.37
Source: calculated by author with the data presented in respective banks’ annual reports of  the 
years 2011 and 2020.
* For UBL, since 2011 data is not available, 2013 data is mentioned.

 Table 2 presents profitability scenario of  different Islamic banks in 
Bangladesh. Unlike market share scenario, with a few exceptions profitability 
scenario in 2020 is much meagre compared to 2011.
Table 2: Profitability scenario of  Islamic banks in Bangladesh                                                
Banks                                                           Return on equity       Return on asset
                                                                 2011                2020    2011         2020
Islamic Bank Bangladesh Ltd. 17.42 5.18 1.35 0.35
ICB Islamic Bank Ltd. -23.63 -1.53 -9.97 -1.66
Social Islami Bank Ltd. 11.51 8.78 1.28 0.40
Al-Arafa Islami Bank Ltd. 18.34 10.10 2.06 0.61
First Security Islamic Bank Ltd. 12.75 15.56 1.75 0.60
Export Import Bank of  Bangladesh Ltd. 14.91 9.42 1.65 0.61
Shahjalal Islami Bank Ltd. 13.80 11.08 1.26 0.68
Union Bank Ltd. 1.94* 17.67 1.44* 0.51
Source: calculated by author with the data presented in respective banks’ annual reports of  the 
years 2011 and 2020.
* For UBL, since 2011 data is not available, 2013 data is mentioned.

 Combining changes in market share scenario and profitability scenario 
gives a preliminary impression that increased market share causes 
profitability to fall. However, such generalization based on observations on 
only two-year data and without controlling for observed and unobserved 
heterogeneities is likely to be spurious. Suitable econometric treatment is 
required to make more reliable conclusion. 

5. Literature review
A good number of  studies show the positive influence of  market share on 
profitability of  business firm. From a study on 57 companies, Buzzell, Gale, 
and Sultan (1975) found a positive correlation between market share and 
return on investment (ROI). They also discuss the reasons of  market share 
as economies of  scale, market power and quality of  management. 
Conducting a meta-analysis on 276 share - profitability findings from 48 
studies, Szymanski, Bharadwaj, and Varadarajan (1993) concluded that 
market share positively affects business profitability. Wernerfelt (1986) 
analyzed when and to what extent market share is profitable to a firm and 
suggest that when a firm in a stable position, asymmetric equilibrium, a 
higher market share will correspond to a higher profit. Genchev (2012) 
conducted a study on 22 banks over the period of  2006 to 2011 and 
determined that market share and profitability of  banks are positively related 
and statistically significant. Using panel data regression analysis of  101 
commercial banks of  Indonesia from a period of  2001 to 2012, Jumono, 
Achsani, Hakim, and Fidaus (2015) found that individual market share of  
deposit and individual market share of  credit are not significantly related to 
ROA. Using multiple regression analysis of  10 commercial banks of  Nigeria 
from a period of  2003 to 2011, Etale, Bingilar, and Ifurueze (2016) showed 
that market share represented by deposit customers (DC) and loan customers 
(LC) have positive relationship with profitability of  the banking sector in 
Nigeria.
 There are only a few studies that focus on Bangladesh case. Two 
important such studies are Ahmed (2012) and Samad (2008). Both studies 
deal with the whole banking studies in Bangladesh. While Ahmed (2012) 
concludes that market share does not determine profitability, Samad (2008) 
found positive relation between market share and profitability using pooled 
data. 
From the above review, at least two shortcomings of  the current literature are 
apparent. First, studies dealing with Bangladesh case are only a few. Second, 
no study looks into the relationship between market share and profitability in 
Islamic banking industry. This analysis is an effort to reduce this gap in the 
literature. 

6. Methodology
6.1. Data and variables
The study has been conducted based on a panel data for the period 
2011-2021 collected from secondary sources. The sources include the 
website of  Bangladesh Bank and annual reports of  respective banks. The 

sample consists of  8 Islamic banks. Variables on which data are collected are 
return on equity (ROE), total assets, total deposits and total investment. 
Market share regarding asset is calculated by dividing respective bank’s total 
asset by total asset in the banking industry. Market share regarding deposit is 
calculated similarly. Profitability is proxied by ROE. While market share is 
used as the main explanatory variable, total investment is used as a control 
variable which has impact on both market share and profitability of  a bank. 
To have a clearer picture, summary statistics of  the variables are provided in 
Table 3.
Table 3: Summary statistics of  variables
Variables                                                                  Mean  Standard deviation  Minimum  Maximum
Return on investment 9.15 7.12 -23.63 18.34
Asset share (% of  total asset in the banking sector) 2.36 1.98 0.066 8.26
Deposit share (% of  total deposit in the banking sector) 2.58 2.23 0.0985 9.372
Investment (in billion Taka) 214.59 207.75 7.31 1035.29
Source: Author’s own calculation

6.2. Sample
As mentioned earlier, there are 8 full-fledged Islamic banks in Bangladesh. 
Besides, 16 conventional banks including two foreign commercial banks have 
Islamic banking wings. For the ease of  data collection, only 8 full-fledged 
Islamic banks (13.56 percent of  59 scheduled banks) have been included in 
the sample.

6.3. Empirical strategies
Since the data is panel data, there may be temptation to use pooled 
regression. But because of  unobserved heterogeneity using pooled 
regression may lead to inappropriate estimation. One important cause that 
may give rise to unobserved heterogeneity is managerial ability. A managerial 
team with higher ability may lead to higher market share as well as higher 
profitability. To control for such heterogeneity, this study performs 
estimation of  random effects (RE) model. One other method of  addressing 
heterogeneity is fixed effects (FE) method. However, Hausman test indicates 
that in our case RE model is more appropriate than FE model. Since there is 
a possibility that heteroscedasticity and serial autocorrelation exist, standard 
errors are made robust by performing clustering using our panel variable 
Banks.

The basic model we use can be represented by the following equation:
                                                  (1)

 where ROE and Inv stand for return on equity and total investment, 
respectively. x stands for market share. a represents unobserved effects. u is 
error term. i and t are individual bank and time, respectively. j indicates year 
and d is year dummy. As previously mentioned, market share is represented 
by asset share and deposit share. For each of  these two variables a separate 
estimation is performed. Time dummies are used in the models to account 
for time effects, if  there is any.

7. Findings
Important results obtained from the RE estimations are reported in Table 4. 
Columns 1-3 contain the results for the model in which market share is 
measured in terms of  asset.  Similarly, Columns 4-6 reports the results for the 
model in which market share is measured in terms of  deposit. The 
coefficients of  asset share and deposit share are found to be 3.732 and 3.143, 
respectively. Both of  them are statistically significant at the 10% level of  
significance. The coefficient of  asset share indicates that ROE increases by 
3.732 percentage points as a result of  a one percentage point increase in 
market share in terms of  asset. Similarly, the coefficient of  deposit share 
suggests that a one percentage point increase in market share in terms of  
deposit causes 3.143 percentage point increase in ROE. These findings 
clearly supports the efficient structure hypothesis (ESH).
Table 4: RE estimation results 
Dependent variable: ROE

Independent variables
    Market share model in terms of  asset        Market share model in terms of  deposit

                                  Coefficient   Robust standard error   p-value   Coefficient   Robust standard error    p-value
                                (1)              (2)                   (3)                                   (4)    (5)            (6)
Asset share  3.732* 2.053 0.069   
Deposit share     3.143* 1.755 0.073
Investment -0.033** 0.014 0.016 -0.031** 0.013 0.018
* and ** indicate statistical significance at the 10% and 5% levels of  significance.

8. Summary and conclusions
Considering the importance of  searching for sustainable ways to raise 
profitability, this study is pursued to verify whether market share has a 
significant influence in increasing return of  Islamic banks in Bangladesh. 
Using a panel data covering 8 full-fledged Islamic banks of  the period 

2011-2020, this study performs estimation of  random effects (RE) models. 
Decision to estimate RE model instead of  fixed effects (FE) model comes 
from the results of  Hausman test. This test indicates that in our case RE 
model is better that FE model. 
 Findings suggest that efficient structure hypothesis (ESH) is true for the 
Islamic banking industry of  Bangladesh. That means an Islamic bank with 
higher market share has higher profitability. In particular, one percentage 
point increase in market share in terms of  asset leads to 3.73 percentage 
points increase in ROE. Besides, if  market share in terms of  deposit 
increases by one percentage point, ROE increases by 3.14 percentage points. 
The positive impact of  market share on profitability is perhaps because of  
the fact that banks with higher market share are more efficient.
 These findings have important policy implications. Islamic banks can be 
advised to consider putting efforts to increase market share as one of  the 
ways to increase profitability.  While making policies that are supposed to 
increase market share of  different Islamic banks, the relevant cost-benefit 
analysis must account for profitability premium that the policies may give rise 
to. 
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This study aims to evaluate the impact of  Gender-diversity on earnings manipulation using 
both accrual and real earnings management techniques. All the data has been gathered from 
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relationship. Findings show that the non-financial organizations of  Bangladesh are practicing 
both forms of  earnings management simultaneously. Evidence illustrates that female directors 
on the board have no significant association with any proxies of  accrual earnings management 
but are significantly positively associated with abnormal discretionary expenses. Moreover, the 
gender diversity of  CEOs is negatively connected with abnormal production costs and 
positively associated with abnormal cash flow from operating activities, and the relationship is 
statistically significant. Policymakers and other stakeholders can use these findings to give 
more concentration on the issue of  women's involvement at the corporate level and the 
development of  governance issues.
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1. Introduction 
Manipulation of  Earnings is an intentional mechanism instigated by managers 
of  organizations to realize financial benefits from the commercial center 
(Schipper, 1989). Sometimes executives take part in unscrupulous earnings 
treatment for their benefits (Bergstresser & Philippon, 2006) 
and to generate some expected affluence of  the organization 
(Degeorge, Patel, & Zeckhauser, 1999). It may happen due 
to fragile corporate governance arrangement and company 
control system, indeed functional corporate governance 
mechanisms guide a firm to augment quality in business 
transactions and lessen the chance of  earnings management.  
In contrast, weak corporate governance augments 
opportunities for handling, dishonesty, and unprofessional 
conduct in the business (Almasarwah, 2015; Chowdhury, 

Othman, Khan, & Sulaiman, 2020). Consistent with this, whether corporate 
governance mechanism (gender-diversity) does have any relationship with 
earnings management has been an issue of  the extreme contest and a center 
of  many former pieces of  research. Unlike research that has been conducted 
in this regard but tends to confine the corporate governance measurement 
tools and earnings management. Most of  the studies have been used 
board-size, board meetings and relate them to accrual or real earnings 
management in a different economy (Haniffa, Rahman, & Ali, 2006; Ball & 
Shivakumar, 2008; Obigbemi, Omolehinwa, Mukoro, Ben-Caleb, & 
Olusanmi, 2016), but e-association between gender diversity and earnings 
manipulation are very few. Moreover, (Fields, Lys, & Vincent, 2001) stated 
that only a particular earnings management system will not correspond to the 
overall effects of  earnings management activities. In agreement with this, 
previous studies illustrate a negative association between female directors and 
earnings management, others document no relation between CEO gender 
and earnings management (Hili & Affess, 2012). These findings shed some 
light for further research on Earnings management techniques and the 
number of  female directors in the board structure and female CEO. 
Therefore, the primary aim of  this study is to extend the literature and 
examine whether this study holds the outcomes of  previous researches by 
using these two components of  corporate governance in a developing 
economic setting (Chowdhury, Othman, Khan, & Sulaiman, 2020; Khan, 
Bhuiyan, Hoque, & Molla, 2015). Our study uses accrual as well as real 
earnings management as the dependent variable; the independent variables 
are female directors in the boardroom and CEO gender. The study uses a 
range of  control variables based on previous researches, as well as the year 
and industry dummy variables. Overall, I consider 1062 firm-year 
observations from non-financial organizations of  Bangladesh. Initially, 
Modified Jones Model (Dechow, Sloan, & Sweeney, 1995) is used to measure 
accrual earnings management, and for real earnings, management study uses 
the abnormal cash flow from operating activities (CFO), abnormal 
production cost (PROD), and abnormal discretionary accruals (DISC) as per 
Roy Chowdhury model (Roychowdhury, 2006), then, the paper determine 
overall real earnings management by summarizing three proxies. Evidence 
demonstrates that our empirical models are well specified and comparable 
with previous results. However, our main results illustrate that, Firstly, overall, 
both earnings management positively and significantly linked with each other 
in all the models. This indicates that non-financial organizations of  
Bangladesh are using both forms of  earnings management simultaneously. 
Non-Financial organizations of  Bangladesh are practicing 
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Table 1: Market share position of  Islamic banks in Bangladesh                              
Banks                                     Market share in terms of  asset   Market share in terms of  deposit
                                                     2011       2020         2011                         2020
Islamic Bank Bangladesh Ltd. 6.63 8.26 7.58 9.37
ICB Islamic Bank Ltd. 0.31 0.06 0.28 0.10
Social Islami Bank Ltd. 1.44 2.25 1.48 2.56
Al-Arafa Islami Bank Ltd. 1.82 2.44 1.82 2.59
First Security Islamic Bank Ltd. 1.55 2.90 1.73 3.40
Export Import Bank of  Bangladesh Ltd. 2.21 2.83 2.39 3.13
Shahjalal Islami Bank Ltd. 1.83 1.71 1.84 1.74
Union Bank Ltd. 0.21* 1.22 0.19* 1.37
Source: calculated by author with the data presented in respective banks’ annual reports of  the 
years 2011 and 2020.
* For UBL, since 2011 data is not available, 2013 data is mentioned.

 Table 2 presents profitability scenario of  different Islamic banks in 
Bangladesh. Unlike market share scenario, with a few exceptions profitability 
scenario in 2020 is much meagre compared to 2011.
Table 2: Profitability scenario of  Islamic banks in Bangladesh                                                
Banks                                                           Return on equity       Return on asset
                                                                 2011                2020    2011         2020
Islamic Bank Bangladesh Ltd. 17.42 5.18 1.35 0.35
ICB Islamic Bank Ltd. -23.63 -1.53 -9.97 -1.66
Social Islami Bank Ltd. 11.51 8.78 1.28 0.40
Al-Arafa Islami Bank Ltd. 18.34 10.10 2.06 0.61
First Security Islamic Bank Ltd. 12.75 15.56 1.75 0.60
Export Import Bank of  Bangladesh Ltd. 14.91 9.42 1.65 0.61
Shahjalal Islami Bank Ltd. 13.80 11.08 1.26 0.68
Union Bank Ltd. 1.94* 17.67 1.44* 0.51
Source: calculated by author with the data presented in respective banks’ annual reports of  the 
years 2011 and 2020.
* For UBL, since 2011 data is not available, 2013 data is mentioned.

 Combining changes in market share scenario and profitability scenario 
gives a preliminary impression that increased market share causes 
profitability to fall. However, such generalization based on observations on 
only two-year data and without controlling for observed and unobserved 
heterogeneities is likely to be spurious. Suitable econometric treatment is 
required to make more reliable conclusion. 

5. Literature review
A good number of  studies show the positive influence of  market share on 
profitability of  business firm. From a study on 57 companies, Buzzell, Gale, 
and Sultan (1975) found a positive correlation between market share and 
return on investment (ROI). They also discuss the reasons of  market share 
as economies of  scale, market power and quality of  management. 
Conducting a meta-analysis on 276 share - profitability findings from 48 
studies, Szymanski, Bharadwaj, and Varadarajan (1993) concluded that 
market share positively affects business profitability. Wernerfelt (1986) 
analyzed when and to what extent market share is profitable to a firm and 
suggest that when a firm in a stable position, asymmetric equilibrium, a 
higher market share will correspond to a higher profit. Genchev (2012) 
conducted a study on 22 banks over the period of  2006 to 2011 and 
determined that market share and profitability of  banks are positively related 
and statistically significant. Using panel data regression analysis of  101 
commercial banks of  Indonesia from a period of  2001 to 2012, Jumono, 
Achsani, Hakim, and Fidaus (2015) found that individual market share of  
deposit and individual market share of  credit are not significantly related to 
ROA. Using multiple regression analysis of  10 commercial banks of  Nigeria 
from a period of  2003 to 2011, Etale, Bingilar, and Ifurueze (2016) showed 
that market share represented by deposit customers (DC) and loan customers 
(LC) have positive relationship with profitability of  the banking sector in 
Nigeria.
 There are only a few studies that focus on Bangladesh case. Two 
important such studies are Ahmed (2012) and Samad (2008). Both studies 
deal with the whole banking studies in Bangladesh. While Ahmed (2012) 
concludes that market share does not determine profitability, Samad (2008) 
found positive relation between market share and profitability using pooled 
data. 
From the above review, at least two shortcomings of  the current literature are 
apparent. First, studies dealing with Bangladesh case are only a few. Second, 
no study looks into the relationship between market share and profitability in 
Islamic banking industry. This analysis is an effort to reduce this gap in the 
literature. 

6. Methodology
6.1. Data and variables
The study has been conducted based on a panel data for the period 
2011-2021 collected from secondary sources. The sources include the 
website of  Bangladesh Bank and annual reports of  respective banks. The 

sample consists of  8 Islamic banks. Variables on which data are collected are 
return on equity (ROE), total assets, total deposits and total investment. 
Market share regarding asset is calculated by dividing respective bank’s total 
asset by total asset in the banking industry. Market share regarding deposit is 
calculated similarly. Profitability is proxied by ROE. While market share is 
used as the main explanatory variable, total investment is used as a control 
variable which has impact on both market share and profitability of  a bank. 
To have a clearer picture, summary statistics of  the variables are provided in 
Table 3.
Table 3: Summary statistics of  variables
Variables                                                                  Mean  Standard deviation  Minimum  Maximum
Return on investment 9.15 7.12 -23.63 18.34
Asset share (% of  total asset in the banking sector) 2.36 1.98 0.066 8.26
Deposit share (% of  total deposit in the banking sector) 2.58 2.23 0.0985 9.372
Investment (in billion Taka) 214.59 207.75 7.31 1035.29
Source: Author’s own calculation

6.2. Sample
As mentioned earlier, there are 8 full-fledged Islamic banks in Bangladesh. 
Besides, 16 conventional banks including two foreign commercial banks have 
Islamic banking wings. For the ease of  data collection, only 8 full-fledged 
Islamic banks (13.56 percent of  59 scheduled banks) have been included in 
the sample.

6.3. Empirical strategies
Since the data is panel data, there may be temptation to use pooled 
regression. But because of  unobserved heterogeneity using pooled 
regression may lead to inappropriate estimation. One important cause that 
may give rise to unobserved heterogeneity is managerial ability. A managerial 
team with higher ability may lead to higher market share as well as higher 
profitability. To control for such heterogeneity, this study performs 
estimation of  random effects (RE) model. One other method of  addressing 
heterogeneity is fixed effects (FE) method. However, Hausman test indicates 
that in our case RE model is more appropriate than FE model. Since there is 
a possibility that heteroscedasticity and serial autocorrelation exist, standard 
errors are made robust by performing clustering using our panel variable 
Banks.

The basic model we use can be represented by the following equation:
                                                  (1)

 where ROE and Inv stand for return on equity and total investment, 
respectively. x stands for market share. a represents unobserved effects. u is 
error term. i and t are individual bank and time, respectively. j indicates year 
and d is year dummy. As previously mentioned, market share is represented 
by asset share and deposit share. For each of  these two variables a separate 
estimation is performed. Time dummies are used in the models to account 
for time effects, if  there is any.

7. Findings
Important results obtained from the RE estimations are reported in Table 4. 
Columns 1-3 contain the results for the model in which market share is 
measured in terms of  asset.  Similarly, Columns 4-6 reports the results for the 
model in which market share is measured in terms of  deposit. The 
coefficients of  asset share and deposit share are found to be 3.732 and 3.143, 
respectively. Both of  them are statistically significant at the 10% level of  
significance. The coefficient of  asset share indicates that ROE increases by 
3.732 percentage points as a result of  a one percentage point increase in 
market share in terms of  asset. Similarly, the coefficient of  deposit share 
suggests that a one percentage point increase in market share in terms of  
deposit causes 3.143 percentage point increase in ROE. These findings 
clearly supports the efficient structure hypothesis (ESH).
Table 4: RE estimation results 
Dependent variable: ROE

Independent variables
    Market share model in terms of  asset        Market share model in terms of  deposit

                                  Coefficient   Robust standard error   p-value   Coefficient   Robust standard error    p-value
                                (1)              (2)                   (3)                                   (4)    (5)            (6)
Asset share  3.732* 2.053 0.069   
Deposit share     3.143* 1.755 0.073
Investment -0.033** 0.014 0.016 -0.031** 0.013 0.018
* and ** indicate statistical significance at the 10% and 5% levels of  significance.

8. Summary and conclusions
Considering the importance of  searching for sustainable ways to raise 
profitability, this study is pursued to verify whether market share has a 
significant influence in increasing return of  Islamic banks in Bangladesh. 
Using a panel data covering 8 full-fledged Islamic banks of  the period 

2011-2020, this study performs estimation of  random effects (RE) models. 
Decision to estimate RE model instead of  fixed effects (FE) model comes 
from the results of  Hausman test. This test indicates that in our case RE 
model is better that FE model. 
 Findings suggest that efficient structure hypothesis (ESH) is true for the 
Islamic banking industry of  Bangladesh. That means an Islamic bank with 
higher market share has higher profitability. In particular, one percentage 
point increase in market share in terms of  asset leads to 3.73 percentage 
points increase in ROE. Besides, if  market share in terms of  deposit 
increases by one percentage point, ROE increases by 3.14 percentage points. 
The positive impact of  market share on profitability is perhaps because of  
the fact that banks with higher market share are more efficient.
 These findings have important policy implications. Islamic banks can be 
advised to consider putting efforts to increase market share as one of  the 
ways to increase profitability.  While making policies that are supposed to 
increase market share of  different Islamic banks, the relevant cost-benefit 
analysis must account for profitability premium that the policies may give rise 
to. 
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1. Introduction 
Manipulation of  Earnings is an intentional mechanism instigated by managers 
of  organizations to realize financial benefits from the commercial center 
(Schipper, 1989). Sometimes executives take part in unscrupulous earnings 
treatment for their benefits (Bergstresser & Philippon, 2006) 
and to generate some expected affluence of  the organization 
(Degeorge, Patel, & Zeckhauser, 1999). It may happen due 
to fragile corporate governance arrangement and company 
control system, indeed functional corporate governance 
mechanisms guide a firm to augment quality in business 
transactions and lessen the chance of  earnings management.  
In contrast, weak corporate governance augments 
opportunities for handling, dishonesty, and unprofessional 
conduct in the business (Almasarwah, 2015; Chowdhury, 

Othman, Khan, & Sulaiman, 2020). Consistent with this, whether corporate 
governance mechanism (gender-diversity) does have any relationship with 
earnings management has been an issue of  the extreme contest and a center 
of  many former pieces of  research. Unlike research that has been conducted 
in this regard but tends to confine the corporate governance measurement 
tools and earnings management. Most of  the studies have been used 
board-size, board meetings and relate them to accrual or real earnings 
management in a different economy (Haniffa, Rahman, & Ali, 2006; Ball & 
Shivakumar, 2008; Obigbemi, Omolehinwa, Mukoro, Ben-Caleb, & 
Olusanmi, 2016), but e-association between gender diversity and earnings 
manipulation are very few. Moreover, (Fields, Lys, & Vincent, 2001) stated 
that only a particular earnings management system will not correspond to the 
overall effects of  earnings management activities. In agreement with this, 
previous studies illustrate a negative association between female directors and 
earnings management, others document no relation between CEO gender 
and earnings management (Hili & Affess, 2012). These findings shed some 
light for further research on Earnings management techniques and the 
number of  female directors in the board structure and female CEO. 
Therefore, the primary aim of  this study is to extend the literature and 
examine whether this study holds the outcomes of  previous researches by 
using these two components of  corporate governance in a developing 
economic setting (Chowdhury, Othman, Khan, & Sulaiman, 2020; Khan, 
Bhuiyan, Hoque, & Molla, 2015). Our study uses accrual as well as real 
earnings management as the dependent variable; the independent variables 
are female directors in the boardroom and CEO gender. The study uses a 
range of  control variables based on previous researches, as well as the year 
and industry dummy variables. Overall, I consider 1062 firm-year 
observations from non-financial organizations of  Bangladesh. Initially, 
Modified Jones Model (Dechow, Sloan, & Sweeney, 1995) is used to measure 
accrual earnings management, and for real earnings, management study uses 
the abnormal cash flow from operating activities (CFO), abnormal 
production cost (PROD), and abnormal discretionary accruals (DISC) as per 
Roy Chowdhury model (Roychowdhury, 2006), then, the paper determine 
overall real earnings management by summarizing three proxies. Evidence 
demonstrates that our empirical models are well specified and comparable 
with previous results. However, our main results illustrate that, Firstly, overall, 
both earnings management positively and significantly linked with each other 
in all the models. This indicates that non-financial organizations of  
Bangladesh are using both forms of  earnings management simultaneously. 
Non-Financial organizations of  Bangladesh are practicing 
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Table 1: Market share position of  Islamic banks in Bangladesh                              
Banks                                     Market share in terms of  asset   Market share in terms of  deposit
                                                     2011       2020         2011                         2020
Islamic Bank Bangladesh Ltd. 6.63 8.26 7.58 9.37
ICB Islamic Bank Ltd. 0.31 0.06 0.28 0.10
Social Islami Bank Ltd. 1.44 2.25 1.48 2.56
Al-Arafa Islami Bank Ltd. 1.82 2.44 1.82 2.59
First Security Islamic Bank Ltd. 1.55 2.90 1.73 3.40
Export Import Bank of  Bangladesh Ltd. 2.21 2.83 2.39 3.13
Shahjalal Islami Bank Ltd. 1.83 1.71 1.84 1.74
Union Bank Ltd. 0.21* 1.22 0.19* 1.37
Source: calculated by author with the data presented in respective banks’ annual reports of  the 
years 2011 and 2020.
* For UBL, since 2011 data is not available, 2013 data is mentioned.

 Table 2 presents profitability scenario of  different Islamic banks in 
Bangladesh. Unlike market share scenario, with a few exceptions profitability 
scenario in 2020 is much meagre compared to 2011.
Table 2: Profitability scenario of  Islamic banks in Bangladesh                                                
Banks                                                           Return on equity       Return on asset
                                                                 2011                2020    2011         2020
Islamic Bank Bangladesh Ltd. 17.42 5.18 1.35 0.35
ICB Islamic Bank Ltd. -23.63 -1.53 -9.97 -1.66
Social Islami Bank Ltd. 11.51 8.78 1.28 0.40
Al-Arafa Islami Bank Ltd. 18.34 10.10 2.06 0.61
First Security Islamic Bank Ltd. 12.75 15.56 1.75 0.60
Export Import Bank of  Bangladesh Ltd. 14.91 9.42 1.65 0.61
Shahjalal Islami Bank Ltd. 13.80 11.08 1.26 0.68
Union Bank Ltd. 1.94* 17.67 1.44* 0.51
Source: calculated by author with the data presented in respective banks’ annual reports of  the 
years 2011 and 2020.
* For UBL, since 2011 data is not available, 2013 data is mentioned.

 Combining changes in market share scenario and profitability scenario 
gives a preliminary impression that increased market share causes 
profitability to fall. However, such generalization based on observations on 
only two-year data and without controlling for observed and unobserved 
heterogeneities is likely to be spurious. Suitable econometric treatment is 
required to make more reliable conclusion. 

5. Literature review
A good number of  studies show the positive influence of  market share on 
profitability of  business firm. From a study on 57 companies, Buzzell, Gale, 
and Sultan (1975) found a positive correlation between market share and 
return on investment (ROI). They also discuss the reasons of  market share 
as economies of  scale, market power and quality of  management. 
Conducting a meta-analysis on 276 share - profitability findings from 48 
studies, Szymanski, Bharadwaj, and Varadarajan (1993) concluded that 
market share positively affects business profitability. Wernerfelt (1986) 
analyzed when and to what extent market share is profitable to a firm and 
suggest that when a firm in a stable position, asymmetric equilibrium, a 
higher market share will correspond to a higher profit. Genchev (2012) 
conducted a study on 22 banks over the period of  2006 to 2011 and 
determined that market share and profitability of  banks are positively related 
and statistically significant. Using panel data regression analysis of  101 
commercial banks of  Indonesia from a period of  2001 to 2012, Jumono, 
Achsani, Hakim, and Fidaus (2015) found that individual market share of  
deposit and individual market share of  credit are not significantly related to 
ROA. Using multiple regression analysis of  10 commercial banks of  Nigeria 
from a period of  2003 to 2011, Etale, Bingilar, and Ifurueze (2016) showed 
that market share represented by deposit customers (DC) and loan customers 
(LC) have positive relationship with profitability of  the banking sector in 
Nigeria.
 There are only a few studies that focus on Bangladesh case. Two 
important such studies are Ahmed (2012) and Samad (2008). Both studies 
deal with the whole banking studies in Bangladesh. While Ahmed (2012) 
concludes that market share does not determine profitability, Samad (2008) 
found positive relation between market share and profitability using pooled 
data. 
From the above review, at least two shortcomings of  the current literature are 
apparent. First, studies dealing with Bangladesh case are only a few. Second, 
no study looks into the relationship between market share and profitability in 
Islamic banking industry. This analysis is an effort to reduce this gap in the 
literature. 

6. Methodology
6.1. Data and variables
The study has been conducted based on a panel data for the period 
2011-2021 collected from secondary sources. The sources include the 
website of  Bangladesh Bank and annual reports of  respective banks. The 

sample consists of  8 Islamic banks. Variables on which data are collected are 
return on equity (ROE), total assets, total deposits and total investment. 
Market share regarding asset is calculated by dividing respective bank’s total 
asset by total asset in the banking industry. Market share regarding deposit is 
calculated similarly. Profitability is proxied by ROE. While market share is 
used as the main explanatory variable, total investment is used as a control 
variable which has impact on both market share and profitability of  a bank. 
To have a clearer picture, summary statistics of  the variables are provided in 
Table 3.
Table 3: Summary statistics of  variables
Variables                                                                  Mean  Standard deviation  Minimum  Maximum
Return on investment 9.15 7.12 -23.63 18.34
Asset share (% of  total asset in the banking sector) 2.36 1.98 0.066 8.26
Deposit share (% of  total deposit in the banking sector) 2.58 2.23 0.0985 9.372
Investment (in billion Taka) 214.59 207.75 7.31 1035.29
Source: Author’s own calculation

6.2. Sample
As mentioned earlier, there are 8 full-fledged Islamic banks in Bangladesh. 
Besides, 16 conventional banks including two foreign commercial banks have 
Islamic banking wings. For the ease of  data collection, only 8 full-fledged 
Islamic banks (13.56 percent of  59 scheduled banks) have been included in 
the sample.

6.3. Empirical strategies
Since the data is panel data, there may be temptation to use pooled 
regression. But because of  unobserved heterogeneity using pooled 
regression may lead to inappropriate estimation. One important cause that 
may give rise to unobserved heterogeneity is managerial ability. A managerial 
team with higher ability may lead to higher market share as well as higher 
profitability. To control for such heterogeneity, this study performs 
estimation of  random effects (RE) model. One other method of  addressing 
heterogeneity is fixed effects (FE) method. However, Hausman test indicates 
that in our case RE model is more appropriate than FE model. Since there is 
a possibility that heteroscedasticity and serial autocorrelation exist, standard 
errors are made robust by performing clustering using our panel variable 
Banks.

The basic model we use can be represented by the following equation:
                                                  (1)

 where ROE and Inv stand for return on equity and total investment, 
respectively. x stands for market share. a represents unobserved effects. u is 
error term. i and t are individual bank and time, respectively. j indicates year 
and d is year dummy. As previously mentioned, market share is represented 
by asset share and deposit share. For each of  these two variables a separate 
estimation is performed. Time dummies are used in the models to account 
for time effects, if  there is any.

7. Findings
Important results obtained from the RE estimations are reported in Table 4. 
Columns 1-3 contain the results for the model in which market share is 
measured in terms of  asset.  Similarly, Columns 4-6 reports the results for the 
model in which market share is measured in terms of  deposit. The 
coefficients of  asset share and deposit share are found to be 3.732 and 3.143, 
respectively. Both of  them are statistically significant at the 10% level of  
significance. The coefficient of  asset share indicates that ROE increases by 
3.732 percentage points as a result of  a one percentage point increase in 
market share in terms of  asset. Similarly, the coefficient of  deposit share 
suggests that a one percentage point increase in market share in terms of  
deposit causes 3.143 percentage point increase in ROE. These findings 
clearly supports the efficient structure hypothesis (ESH).
Table 4: RE estimation results 
Dependent variable: ROE

Independent variables
    Market share model in terms of  asset        Market share model in terms of  deposit

                                  Coefficient   Robust standard error   p-value   Coefficient   Robust standard error    p-value
                                (1)              (2)                   (3)                                   (4)    (5)            (6)
Asset share  3.732* 2.053 0.069   
Deposit share     3.143* 1.755 0.073
Investment -0.033** 0.014 0.016 -0.031** 0.013 0.018
* and ** indicate statistical significance at the 10% and 5% levels of  significance.

8. Summary and conclusions
Considering the importance of  searching for sustainable ways to raise 
profitability, this study is pursued to verify whether market share has a 
significant influence in increasing return of  Islamic banks in Bangladesh. 
Using a panel data covering 8 full-fledged Islamic banks of  the period 

2011-2020, this study performs estimation of  random effects (RE) models. 
Decision to estimate RE model instead of  fixed effects (FE) model comes 
from the results of  Hausman test. This test indicates that in our case RE 
model is better that FE model. 
 Findings suggest that efficient structure hypothesis (ESH) is true for the 
Islamic banking industry of  Bangladesh. That means an Islamic bank with 
higher market share has higher profitability. In particular, one percentage 
point increase in market share in terms of  asset leads to 3.73 percentage 
points increase in ROE. Besides, if  market share in terms of  deposit 
increases by one percentage point, ROE increases by 3.14 percentage points. 
The positive impact of  market share on profitability is perhaps because of  
the fact that banks with higher market share are more efficient.
 These findings have important policy implications. Islamic banks can be 
advised to consider putting efforts to increase market share as one of  the 
ways to increase profitability.  While making policies that are supposed to 
increase market share of  different Islamic banks, the relevant cost-benefit 
analysis must account for profitability premium that the policies may give rise 
to. 
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Abstract
This study aims to evaluate the impact of  Gender-diversity on earnings manipulation using 
both accrual and real earnings management techniques. All the data has been gathered from 
yearly reports of  recorded non-financial organizations in Bangladesh from 2011 to 2019; after 
necessary diagnostic checking, this study finally uses the OLS regression model to evaluate the 
relationship. Findings show that the non-financial organizations of  Bangladesh are practicing 
both forms of  earnings management simultaneously. Evidence illustrates that female directors 
on the board have no significant association with any proxies of  accrual earnings management 
but are significantly positively associated with abnormal discretionary expenses. Moreover, the 
gender diversity of  CEOs is negatively connected with abnormal production costs and 
positively associated with abnormal cash flow from operating activities, and the relationship is 
statistically significant. Policymakers and other stakeholders can use these findings to give 
more concentration on the issue of  women's involvement at the corporate level and the 
development of  governance issues.

Keywords Female director, Gender-diverse CEO, Earnings management, Non-financial 
Organization, Bangladesh

Paper type Research paper

1. Introduction 
Manipulation of  Earnings is an intentional mechanism instigated by managers 
of  organizations to realize financial benefits from the commercial center 
(Schipper, 1989). Sometimes executives take part in unscrupulous earnings 
treatment for their benefits (Bergstresser & Philippon, 2006) 
and to generate some expected affluence of  the organization 
(Degeorge, Patel, & Zeckhauser, 1999). It may happen due 
to fragile corporate governance arrangement and company 
control system, indeed functional corporate governance 
mechanisms guide a firm to augment quality in business 
transactions and lessen the chance of  earnings management.  
In contrast, weak corporate governance augments 
opportunities for handling, dishonesty, and unprofessional 
conduct in the business (Almasarwah, 2015; Chowdhury, 

Othman, Khan, & Sulaiman, 2020). Consistent with this, whether corporate 
governance mechanism (gender-diversity) does have any relationship with 
earnings management has been an issue of  the extreme contest and a center 
of  many former pieces of  research. Unlike research that has been conducted 
in this regard but tends to confine the corporate governance measurement 
tools and earnings management. Most of  the studies have been used 
board-size, board meetings and relate them to accrual or real earnings 
management in a different economy (Haniffa, Rahman, & Ali, 2006; Ball & 
Shivakumar, 2008; Obigbemi, Omolehinwa, Mukoro, Ben-Caleb, & 
Olusanmi, 2016), but e-association between gender diversity and earnings 
manipulation are very few. Moreover, (Fields, Lys, & Vincent, 2001) stated 
that only a particular earnings management system will not correspond to the 
overall effects of  earnings management activities. In agreement with this, 
previous studies illustrate a negative association between female directors and 
earnings management, others document no relation between CEO gender 
and earnings management (Hili & Affess, 2012). These findings shed some 
light for further research on Earnings management techniques and the 
number of  female directors in the board structure and female CEO. 
Therefore, the primary aim of  this study is to extend the literature and 
examine whether this study holds the outcomes of  previous researches by 
using these two components of  corporate governance in a developing 
economic setting (Chowdhury, Othman, Khan, & Sulaiman, 2020; Khan, 
Bhuiyan, Hoque, & Molla, 2015). Our study uses accrual as well as real 
earnings management as the dependent variable; the independent variables 
are female directors in the boardroom and CEO gender. The study uses a 
range of  control variables based on previous researches, as well as the year 
and industry dummy variables. Overall, I consider 1062 firm-year 
observations from non-financial organizations of  Bangladesh. Initially, 
Modified Jones Model (Dechow, Sloan, & Sweeney, 1995) is used to measure 
accrual earnings management, and for real earnings, management study uses 
the abnormal cash flow from operating activities (CFO), abnormal 
production cost (PROD), and abnormal discretionary accruals (DISC) as per 
Roy Chowdhury model (Roychowdhury, 2006), then, the paper determine 
overall real earnings management by summarizing three proxies. Evidence 
demonstrates that our empirical models are well specified and comparable 
with previous results. However, our main results illustrate that, Firstly, overall, 
both earnings management positively and significantly linked with each other 
in all the models. This indicates that non-financial organizations of  
Bangladesh are using both forms of  earnings management simultaneously. 
Non-Financial organizations of  Bangladesh are practicing 
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Table 1: Market share position of  Islamic banks in Bangladesh                              
Banks                                     Market share in terms of  asset   Market share in terms of  deposit
                                                     2011       2020         2011                         2020
Islamic Bank Bangladesh Ltd. 6.63 8.26 7.58 9.37
ICB Islamic Bank Ltd. 0.31 0.06 0.28 0.10
Social Islami Bank Ltd. 1.44 2.25 1.48 2.56
Al-Arafa Islami Bank Ltd. 1.82 2.44 1.82 2.59
First Security Islamic Bank Ltd. 1.55 2.90 1.73 3.40
Export Import Bank of  Bangladesh Ltd. 2.21 2.83 2.39 3.13
Shahjalal Islami Bank Ltd. 1.83 1.71 1.84 1.74
Union Bank Ltd. 0.21* 1.22 0.19* 1.37
Source: calculated by author with the data presented in respective banks’ annual reports of  the 
years 2011 and 2020.
* For UBL, since 2011 data is not available, 2013 data is mentioned.

 Table 2 presents profitability scenario of  different Islamic banks in 
Bangladesh. Unlike market share scenario, with a few exceptions profitability 
scenario in 2020 is much meagre compared to 2011.
Table 2: Profitability scenario of  Islamic banks in Bangladesh                                                
Banks                                                           Return on equity       Return on asset
                                                                 2011                2020    2011         2020
Islamic Bank Bangladesh Ltd. 17.42 5.18 1.35 0.35
ICB Islamic Bank Ltd. -23.63 -1.53 -9.97 -1.66
Social Islami Bank Ltd. 11.51 8.78 1.28 0.40
Al-Arafa Islami Bank Ltd. 18.34 10.10 2.06 0.61
First Security Islamic Bank Ltd. 12.75 15.56 1.75 0.60
Export Import Bank of  Bangladesh Ltd. 14.91 9.42 1.65 0.61
Shahjalal Islami Bank Ltd. 13.80 11.08 1.26 0.68
Union Bank Ltd. 1.94* 17.67 1.44* 0.51
Source: calculated by author with the data presented in respective banks’ annual reports of  the 
years 2011 and 2020.
* For UBL, since 2011 data is not available, 2013 data is mentioned.

 Combining changes in market share scenario and profitability scenario 
gives a preliminary impression that increased market share causes 
profitability to fall. However, such generalization based on observations on 
only two-year data and without controlling for observed and unobserved 
heterogeneities is likely to be spurious. Suitable econometric treatment is 
required to make more reliable conclusion. 

5. Literature review
A good number of  studies show the positive influence of  market share on 
profitability of  business firm. From a study on 57 companies, Buzzell, Gale, 
and Sultan (1975) found a positive correlation between market share and 
return on investment (ROI). They also discuss the reasons of  market share 
as economies of  scale, market power and quality of  management. 
Conducting a meta-analysis on 276 share - profitability findings from 48 
studies, Szymanski, Bharadwaj, and Varadarajan (1993) concluded that 
market share positively affects business profitability. Wernerfelt (1986) 
analyzed when and to what extent market share is profitable to a firm and 
suggest that when a firm in a stable position, asymmetric equilibrium, a 
higher market share will correspond to a higher profit. Genchev (2012) 
conducted a study on 22 banks over the period of  2006 to 2011 and 
determined that market share and profitability of  banks are positively related 
and statistically significant. Using panel data regression analysis of  101 
commercial banks of  Indonesia from a period of  2001 to 2012, Jumono, 
Achsani, Hakim, and Fidaus (2015) found that individual market share of  
deposit and individual market share of  credit are not significantly related to 
ROA. Using multiple regression analysis of  10 commercial banks of  Nigeria 
from a period of  2003 to 2011, Etale, Bingilar, and Ifurueze (2016) showed 
that market share represented by deposit customers (DC) and loan customers 
(LC) have positive relationship with profitability of  the banking sector in 
Nigeria.
 There are only a few studies that focus on Bangladesh case. Two 
important such studies are Ahmed (2012) and Samad (2008). Both studies 
deal with the whole banking studies in Bangladesh. While Ahmed (2012) 
concludes that market share does not determine profitability, Samad (2008) 
found positive relation between market share and profitability using pooled 
data. 
From the above review, at least two shortcomings of  the current literature are 
apparent. First, studies dealing with Bangladesh case are only a few. Second, 
no study looks into the relationship between market share and profitability in 
Islamic banking industry. This analysis is an effort to reduce this gap in the 
literature. 

6. Methodology
6.1. Data and variables
The study has been conducted based on a panel data for the period 
2011-2021 collected from secondary sources. The sources include the 
website of  Bangladesh Bank and annual reports of  respective banks. The 

sample consists of  8 Islamic banks. Variables on which data are collected are 
return on equity (ROE), total assets, total deposits and total investment. 
Market share regarding asset is calculated by dividing respective bank’s total 
asset by total asset in the banking industry. Market share regarding deposit is 
calculated similarly. Profitability is proxied by ROE. While market share is 
used as the main explanatory variable, total investment is used as a control 
variable which has impact on both market share and profitability of  a bank. 
To have a clearer picture, summary statistics of  the variables are provided in 
Table 3.
Table 3: Summary statistics of  variables
Variables                                                                  Mean  Standard deviation  Minimum  Maximum
Return on investment 9.15 7.12 -23.63 18.34
Asset share (% of  total asset in the banking sector) 2.36 1.98 0.066 8.26
Deposit share (% of  total deposit in the banking sector) 2.58 2.23 0.0985 9.372
Investment (in billion Taka) 214.59 207.75 7.31 1035.29
Source: Author’s own calculation

6.2. Sample
As mentioned earlier, there are 8 full-fledged Islamic banks in Bangladesh. 
Besides, 16 conventional banks including two foreign commercial banks have 
Islamic banking wings. For the ease of  data collection, only 8 full-fledged 
Islamic banks (13.56 percent of  59 scheduled banks) have been included in 
the sample.

6.3. Empirical strategies
Since the data is panel data, there may be temptation to use pooled 
regression. But because of  unobserved heterogeneity using pooled 
regression may lead to inappropriate estimation. One important cause that 
may give rise to unobserved heterogeneity is managerial ability. A managerial 
team with higher ability may lead to higher market share as well as higher 
profitability. To control for such heterogeneity, this study performs 
estimation of  random effects (RE) model. One other method of  addressing 
heterogeneity is fixed effects (FE) method. However, Hausman test indicates 
that in our case RE model is more appropriate than FE model. Since there is 
a possibility that heteroscedasticity and serial autocorrelation exist, standard 
errors are made robust by performing clustering using our panel variable 
Banks.

The basic model we use can be represented by the following equation:
                                                  (1)

 where ROE and Inv stand for return on equity and total investment, 
respectively. x stands for market share. a represents unobserved effects. u is 
error term. i and t are individual bank and time, respectively. j indicates year 
and d is year dummy. As previously mentioned, market share is represented 
by asset share and deposit share. For each of  these two variables a separate 
estimation is performed. Time dummies are used in the models to account 
for time effects, if  there is any.

7. Findings
Important results obtained from the RE estimations are reported in Table 4. 
Columns 1-3 contain the results for the model in which market share is 
measured in terms of  asset.  Similarly, Columns 4-6 reports the results for the 
model in which market share is measured in terms of  deposit. The 
coefficients of  asset share and deposit share are found to be 3.732 and 3.143, 
respectively. Both of  them are statistically significant at the 10% level of  
significance. The coefficient of  asset share indicates that ROE increases by 
3.732 percentage points as a result of  a one percentage point increase in 
market share in terms of  asset. Similarly, the coefficient of  deposit share 
suggests that a one percentage point increase in market share in terms of  
deposit causes 3.143 percentage point increase in ROE. These findings 
clearly supports the efficient structure hypothesis (ESH).
Table 4: RE estimation results 
Dependent variable: ROE

Independent variables
    Market share model in terms of  asset        Market share model in terms of  deposit

                                  Coefficient   Robust standard error   p-value   Coefficient   Robust standard error    p-value
                                (1)              (2)                   (3)                                   (4)    (5)            (6)
Asset share  3.732* 2.053 0.069   
Deposit share     3.143* 1.755 0.073
Investment -0.033** 0.014 0.016 -0.031** 0.013 0.018
* and ** indicate statistical significance at the 10% and 5% levels of  significance.

8. Summary and conclusions
Considering the importance of  searching for sustainable ways to raise 
profitability, this study is pursued to verify whether market share has a 
significant influence in increasing return of  Islamic banks in Bangladesh. 
Using a panel data covering 8 full-fledged Islamic banks of  the period 

2011-2020, this study performs estimation of  random effects (RE) models. 
Decision to estimate RE model instead of  fixed effects (FE) model comes 
from the results of  Hausman test. This test indicates that in our case RE 
model is better that FE model. 
 Findings suggest that efficient structure hypothesis (ESH) is true for the 
Islamic banking industry of  Bangladesh. That means an Islamic bank with 
higher market share has higher profitability. In particular, one percentage 
point increase in market share in terms of  asset leads to 3.73 percentage 
points increase in ROE. Besides, if  market share in terms of  deposit 
increases by one percentage point, ROE increases by 3.14 percentage points. 
The positive impact of  market share on profitability is perhaps because of  
the fact that banks with higher market share are more efficient.
 These findings have important policy implications. Islamic banks can be 
advised to consider putting efforts to increase market share as one of  the 
ways to increase profitability.  While making policies that are supposed to 
increase market share of  different Islamic banks, the relevant cost-benefit 
analysis must account for profitability premium that the policies may give rise 
to. 
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1. Introduction 
Manipulation of  Earnings is an intentional mechanism instigated by managers 
of  organizations to realize financial benefits from the commercial center 
(Schipper, 1989). Sometimes executives take part in unscrupulous earnings 
treatment for their benefits (Bergstresser & Philippon, 2006) 
and to generate some expected affluence of  the organization 
(Degeorge, Patel, & Zeckhauser, 1999). It may happen due 
to fragile corporate governance arrangement and company 
control system, indeed functional corporate governance 
mechanisms guide a firm to augment quality in business 
transactions and lessen the chance of  earnings management.  
In contrast, weak corporate governance augments 
opportunities for handling, dishonesty, and unprofessional 
conduct in the business (Almasarwah, 2015; Chowdhury, 

Othman, Khan, & Sulaiman, 2020). Consistent with this, whether corporate 
governance mechanism (gender-diversity) does have any relationship with 
earnings management has been an issue of  the extreme contest and a center 
of  many former pieces of  research. Unlike research that has been conducted 
in this regard but tends to confine the corporate governance measurement 
tools and earnings management. Most of  the studies have been used 
board-size, board meetings and relate them to accrual or real earnings 
management in a different economy (Haniffa, Rahman, & Ali, 2006; Ball & 
Shivakumar, 2008; Obigbemi, Omolehinwa, Mukoro, Ben-Caleb, & 
Olusanmi, 2016), but e-association between gender diversity and earnings 
manipulation are very few. Moreover, (Fields, Lys, & Vincent, 2001) stated 
that only a particular earnings management system will not correspond to the 
overall effects of  earnings management activities. In agreement with this, 
previous studies illustrate a negative association between female directors and 
earnings management, others document no relation between CEO gender 
and earnings management (Hili & Affess, 2012). These findings shed some 
light for further research on Earnings management techniques and the 
number of  female directors in the board structure and female CEO. 
Therefore, the primary aim of  this study is to extend the literature and 
examine whether this study holds the outcomes of  previous researches by 
using these two components of  corporate governance in a developing 
economic setting (Chowdhury, Othman, Khan, & Sulaiman, 2020; Khan, 
Bhuiyan, Hoque, & Molla, 2015). Our study uses accrual as well as real 
earnings management as the dependent variable; the independent variables 
are female directors in the boardroom and CEO gender. The study uses a 
range of  control variables based on previous researches, as well as the year 
and industry dummy variables. Overall, I consider 1062 firm-year 
observations from non-financial organizations of  Bangladesh. Initially, 
Modified Jones Model (Dechow, Sloan, & Sweeney, 1995) is used to measure 
accrual earnings management, and for real earnings, management study uses 
the abnormal cash flow from operating activities (CFO), abnormal 
production cost (PROD), and abnormal discretionary accruals (DISC) as per 
Roy Chowdhury model (Roychowdhury, 2006), then, the paper determine 
overall real earnings management by summarizing three proxies. Evidence 
demonstrates that our empirical models are well specified and comparable 
with previous results. However, our main results illustrate that, Firstly, overall, 
both earnings management positively and significantly linked with each other 
in all the models. This indicates that non-financial organizations of  
Bangladesh are using both forms of  earnings management simultaneously. 
Non-Financial organizations of  Bangladesh are practicing 



Market share and profitability 109

Table 1: Market share position of  Islamic banks in Bangladesh                              
Banks                                     Market share in terms of  asset   Market share in terms of  deposit
                                                     2011       2020         2011                         2020
Islamic Bank Bangladesh Ltd. 6.63 8.26 7.58 9.37
ICB Islamic Bank Ltd. 0.31 0.06 0.28 0.10
Social Islami Bank Ltd. 1.44 2.25 1.48 2.56
Al-Arafa Islami Bank Ltd. 1.82 2.44 1.82 2.59
First Security Islamic Bank Ltd. 1.55 2.90 1.73 3.40
Export Import Bank of  Bangladesh Ltd. 2.21 2.83 2.39 3.13
Shahjalal Islami Bank Ltd. 1.83 1.71 1.84 1.74
Union Bank Ltd. 0.21* 1.22 0.19* 1.37
Source: calculated by author with the data presented in respective banks’ annual reports of  the 
years 2011 and 2020.
* For UBL, since 2011 data is not available, 2013 data is mentioned.

 Table 2 presents profitability scenario of  different Islamic banks in 
Bangladesh. Unlike market share scenario, with a few exceptions profitability 
scenario in 2020 is much meagre compared to 2011.
Table 2: Profitability scenario of  Islamic banks in Bangladesh                                                
Banks                                                           Return on equity       Return on asset
                                                                 2011                2020    2011         2020
Islamic Bank Bangladesh Ltd. 17.42 5.18 1.35 0.35
ICB Islamic Bank Ltd. -23.63 -1.53 -9.97 -1.66
Social Islami Bank Ltd. 11.51 8.78 1.28 0.40
Al-Arafa Islami Bank Ltd. 18.34 10.10 2.06 0.61
First Security Islamic Bank Ltd. 12.75 15.56 1.75 0.60
Export Import Bank of  Bangladesh Ltd. 14.91 9.42 1.65 0.61
Shahjalal Islami Bank Ltd. 13.80 11.08 1.26 0.68
Union Bank Ltd. 1.94* 17.67 1.44* 0.51
Source: calculated by author with the data presented in respective banks’ annual reports of  the 
years 2011 and 2020.
* For UBL, since 2011 data is not available, 2013 data is mentioned.

 Combining changes in market share scenario and profitability scenario 
gives a preliminary impression that increased market share causes 
profitability to fall. However, such generalization based on observations on 
only two-year data and without controlling for observed and unobserved 
heterogeneities is likely to be spurious. Suitable econometric treatment is 
required to make more reliable conclusion. 

5. Literature review
A good number of  studies show the positive influence of  market share on 
profitability of  business firm. From a study on 57 companies, Buzzell, Gale, 
and Sultan (1975) found a positive correlation between market share and 
return on investment (ROI). They also discuss the reasons of  market share 
as economies of  scale, market power and quality of  management. 
Conducting a meta-analysis on 276 share - profitability findings from 48 
studies, Szymanski, Bharadwaj, and Varadarajan (1993) concluded that 
market share positively affects business profitability. Wernerfelt (1986) 
analyzed when and to what extent market share is profitable to a firm and 
suggest that when a firm in a stable position, asymmetric equilibrium, a 
higher market share will correspond to a higher profit. Genchev (2012) 
conducted a study on 22 banks over the period of  2006 to 2011 and 
determined that market share and profitability of  banks are positively related 
and statistically significant. Using panel data regression analysis of  101 
commercial banks of  Indonesia from a period of  2001 to 2012, Jumono, 
Achsani, Hakim, and Fidaus (2015) found that individual market share of  
deposit and individual market share of  credit are not significantly related to 
ROA. Using multiple regression analysis of  10 commercial banks of  Nigeria 
from a period of  2003 to 2011, Etale, Bingilar, and Ifurueze (2016) showed 
that market share represented by deposit customers (DC) and loan customers 
(LC) have positive relationship with profitability of  the banking sector in 
Nigeria.
 There are only a few studies that focus on Bangladesh case. Two 
important such studies are Ahmed (2012) and Samad (2008). Both studies 
deal with the whole banking studies in Bangladesh. While Ahmed (2012) 
concludes that market share does not determine profitability, Samad (2008) 
found positive relation between market share and profitability using pooled 
data. 
From the above review, at least two shortcomings of  the current literature are 
apparent. First, studies dealing with Bangladesh case are only a few. Second, 
no study looks into the relationship between market share and profitability in 
Islamic banking industry. This analysis is an effort to reduce this gap in the 
literature. 

6. Methodology
6.1. Data and variables
The study has been conducted based on a panel data for the period 
2011-2021 collected from secondary sources. The sources include the 
website of  Bangladesh Bank and annual reports of  respective banks. The 

sample consists of  8 Islamic banks. Variables on which data are collected are 
return on equity (ROE), total assets, total deposits and total investment. 
Market share regarding asset is calculated by dividing respective bank’s total 
asset by total asset in the banking industry. Market share regarding deposit is 
calculated similarly. Profitability is proxied by ROE. While market share is 
used as the main explanatory variable, total investment is used as a control 
variable which has impact on both market share and profitability of  a bank. 
To have a clearer picture, summary statistics of  the variables are provided in 
Table 3.
Table 3: Summary statistics of  variables
Variables                                                                  Mean  Standard deviation  Minimum  Maximum
Return on investment 9.15 7.12 -23.63 18.34
Asset share (% of  total asset in the banking sector) 2.36 1.98 0.066 8.26
Deposit share (% of  total deposit in the banking sector) 2.58 2.23 0.0985 9.372
Investment (in billion Taka) 214.59 207.75 7.31 1035.29
Source: Author’s own calculation

6.2. Sample
As mentioned earlier, there are 8 full-fledged Islamic banks in Bangladesh. 
Besides, 16 conventional banks including two foreign commercial banks have 
Islamic banking wings. For the ease of  data collection, only 8 full-fledged 
Islamic banks (13.56 percent of  59 scheduled banks) have been included in 
the sample.

6.3. Empirical strategies
Since the data is panel data, there may be temptation to use pooled 
regression. But because of  unobserved heterogeneity using pooled 
regression may lead to inappropriate estimation. One important cause that 
may give rise to unobserved heterogeneity is managerial ability. A managerial 
team with higher ability may lead to higher market share as well as higher 
profitability. To control for such heterogeneity, this study performs 
estimation of  random effects (RE) model. One other method of  addressing 
heterogeneity is fixed effects (FE) method. However, Hausman test indicates 
that in our case RE model is more appropriate than FE model. Since there is 
a possibility that heteroscedasticity and serial autocorrelation exist, standard 
errors are made robust by performing clustering using our panel variable 
Banks.

The basic model we use can be represented by the following equation:
                                                  (1)

 where ROE and Inv stand for return on equity and total investment, 
respectively. x stands for market share. a represents unobserved effects. u is 
error term. i and t are individual bank and time, respectively. j indicates year 
and d is year dummy. As previously mentioned, market share is represented 
by asset share and deposit share. For each of  these two variables a separate 
estimation is performed. Time dummies are used in the models to account 
for time effects, if  there is any.

7. Findings
Important results obtained from the RE estimations are reported in Table 4. 
Columns 1-3 contain the results for the model in which market share is 
measured in terms of  asset.  Similarly, Columns 4-6 reports the results for the 
model in which market share is measured in terms of  deposit. The 
coefficients of  asset share and deposit share are found to be 3.732 and 3.143, 
respectively. Both of  them are statistically significant at the 10% level of  
significance. The coefficient of  asset share indicates that ROE increases by 
3.732 percentage points as a result of  a one percentage point increase in 
market share in terms of  asset. Similarly, the coefficient of  deposit share 
suggests that a one percentage point increase in market share in terms of  
deposit causes 3.143 percentage point increase in ROE. These findings 
clearly supports the efficient structure hypothesis (ESH).
Table 4: RE estimation results 
Dependent variable: ROE

Independent variables
    Market share model in terms of  asset        Market share model in terms of  deposit

                                  Coefficient   Robust standard error   p-value   Coefficient   Robust standard error    p-value
                                (1)              (2)                   (3)                                   (4)    (5)            (6)
Asset share  3.732* 2.053 0.069   
Deposit share     3.143* 1.755 0.073
Investment -0.033** 0.014 0.016 -0.031** 0.013 0.018
* and ** indicate statistical significance at the 10% and 5% levels of  significance.

8. Summary and conclusions
Considering the importance of  searching for sustainable ways to raise 
profitability, this study is pursued to verify whether market share has a 
significant influence in increasing return of  Islamic banks in Bangladesh. 
Using a panel data covering 8 full-fledged Islamic banks of  the period 

2011-2020, this study performs estimation of  random effects (RE) models. 
Decision to estimate RE model instead of  fixed effects (FE) model comes 
from the results of  Hausman test. This test indicates that in our case RE 
model is better that FE model. 
 Findings suggest that efficient structure hypothesis (ESH) is true for the 
Islamic banking industry of  Bangladesh. That means an Islamic bank with 
higher market share has higher profitability. In particular, one percentage 
point increase in market share in terms of  asset leads to 3.73 percentage 
points increase in ROE. Besides, if  market share in terms of  deposit 
increases by one percentage point, ROE increases by 3.14 percentage points. 
The positive impact of  market share on profitability is perhaps because of  
the fact that banks with higher market share are more efficient.
 These findings have important policy implications. Islamic banks can be 
advised to consider putting efforts to increase market share as one of  the 
ways to increase profitability.  While making policies that are supposed to 
increase market share of  different Islamic banks, the relevant cost-benefit 
analysis must account for profitability premium that the policies may give rise 
to. 
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1. Introduction 
Manipulation of  Earnings is an intentional mechanism instigated by managers 
of  organizations to realize financial benefits from the commercial center 
(Schipper, 1989). Sometimes executives take part in unscrupulous earnings 
treatment for their benefits (Bergstresser & Philippon, 2006) 
and to generate some expected affluence of  the organization 
(Degeorge, Patel, & Zeckhauser, 1999). It may happen due 
to fragile corporate governance arrangement and company 
control system, indeed functional corporate governance 
mechanisms guide a firm to augment quality in business 
transactions and lessen the chance of  earnings management.  
In contrast, weak corporate governance augments 
opportunities for handling, dishonesty, and unprofessional 
conduct in the business (Almasarwah, 2015; Chowdhury, 

Othman, Khan, & Sulaiman, 2020). Consistent with this, whether corporate 
governance mechanism (gender-diversity) does have any relationship with 
earnings management has been an issue of  the extreme contest and a center 
of  many former pieces of  research. Unlike research that has been conducted 
in this regard but tends to confine the corporate governance measurement 
tools and earnings management. Most of  the studies have been used 
board-size, board meetings and relate them to accrual or real earnings 
management in a different economy (Haniffa, Rahman, & Ali, 2006; Ball & 
Shivakumar, 2008; Obigbemi, Omolehinwa, Mukoro, Ben-Caleb, & 
Olusanmi, 2016), but e-association between gender diversity and earnings 
manipulation are very few. Moreover, (Fields, Lys, & Vincent, 2001) stated 
that only a particular earnings management system will not correspond to the 
overall effects of  earnings management activities. In agreement with this, 
previous studies illustrate a negative association between female directors and 
earnings management, others document no relation between CEO gender 
and earnings management (Hili & Affess, 2012). These findings shed some 
light for further research on Earnings management techniques and the 
number of  female directors in the board structure and female CEO. 
Therefore, the primary aim of  this study is to extend the literature and 
examine whether this study holds the outcomes of  previous researches by 
using these two components of  corporate governance in a developing 
economic setting (Chowdhury, Othman, Khan, & Sulaiman, 2020; Khan, 
Bhuiyan, Hoque, & Molla, 2015). Our study uses accrual as well as real 
earnings management as the dependent variable; the independent variables 
are female directors in the boardroom and CEO gender. The study uses a 
range of  control variables based on previous researches, as well as the year 
and industry dummy variables. Overall, I consider 1062 firm-year 
observations from non-financial organizations of  Bangladesh. Initially, 
Modified Jones Model (Dechow, Sloan, & Sweeney, 1995) is used to measure 
accrual earnings management, and for real earnings, management study uses 
the abnormal cash flow from operating activities (CFO), abnormal 
production cost (PROD), and abnormal discretionary accruals (DISC) as per 
Roy Chowdhury model (Roychowdhury, 2006), then, the paper determine 
overall real earnings management by summarizing three proxies. Evidence 
demonstrates that our empirical models are well specified and comparable 
with previous results. However, our main results illustrate that, Firstly, overall, 
both earnings management positively and significantly linked with each other 
in all the models. This indicates that non-financial organizations of  
Bangladesh are using both forms of  earnings management simultaneously. 
Non-Financial organizations of  Bangladesh are practicing 
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Table 1: Market share position of  Islamic banks in Bangladesh                              
Banks                                     Market share in terms of  asset   Market share in terms of  deposit
                                                     2011       2020         2011                         2020
Islamic Bank Bangladesh Ltd. 6.63 8.26 7.58 9.37
ICB Islamic Bank Ltd. 0.31 0.06 0.28 0.10
Social Islami Bank Ltd. 1.44 2.25 1.48 2.56
Al-Arafa Islami Bank Ltd. 1.82 2.44 1.82 2.59
First Security Islamic Bank Ltd. 1.55 2.90 1.73 3.40
Export Import Bank of  Bangladesh Ltd. 2.21 2.83 2.39 3.13
Shahjalal Islami Bank Ltd. 1.83 1.71 1.84 1.74
Union Bank Ltd. 0.21* 1.22 0.19* 1.37
Source: calculated by author with the data presented in respective banks’ annual reports of  the 
years 2011 and 2020.
* For UBL, since 2011 data is not available, 2013 data is mentioned.

 Table 2 presents profitability scenario of  different Islamic banks in 
Bangladesh. Unlike market share scenario, with a few exceptions profitability 
scenario in 2020 is much meagre compared to 2011.
Table 2: Profitability scenario of  Islamic banks in Bangladesh                                                
Banks                                                           Return on equity       Return on asset
                                                                 2011                2020    2011         2020
Islamic Bank Bangladesh Ltd. 17.42 5.18 1.35 0.35
ICB Islamic Bank Ltd. -23.63 -1.53 -9.97 -1.66
Social Islami Bank Ltd. 11.51 8.78 1.28 0.40
Al-Arafa Islami Bank Ltd. 18.34 10.10 2.06 0.61
First Security Islamic Bank Ltd. 12.75 15.56 1.75 0.60
Export Import Bank of  Bangladesh Ltd. 14.91 9.42 1.65 0.61
Shahjalal Islami Bank Ltd. 13.80 11.08 1.26 0.68
Union Bank Ltd. 1.94* 17.67 1.44* 0.51
Source: calculated by author with the data presented in respective banks’ annual reports of  the 
years 2011 and 2020.
* For UBL, since 2011 data is not available, 2013 data is mentioned.

 Combining changes in market share scenario and profitability scenario 
gives a preliminary impression that increased market share causes 
profitability to fall. However, such generalization based on observations on 
only two-year data and without controlling for observed and unobserved 
heterogeneities is likely to be spurious. Suitable econometric treatment is 
required to make more reliable conclusion. 

5. Literature review
A good number of  studies show the positive influence of  market share on 
profitability of  business firm. From a study on 57 companies, Buzzell, Gale, 
and Sultan (1975) found a positive correlation between market share and 
return on investment (ROI). They also discuss the reasons of  market share 
as economies of  scale, market power and quality of  management. 
Conducting a meta-analysis on 276 share - profitability findings from 48 
studies, Szymanski, Bharadwaj, and Varadarajan (1993) concluded that 
market share positively affects business profitability. Wernerfelt (1986) 
analyzed when and to what extent market share is profitable to a firm and 
suggest that when a firm in a stable position, asymmetric equilibrium, a 
higher market share will correspond to a higher profit. Genchev (2012) 
conducted a study on 22 banks over the period of  2006 to 2011 and 
determined that market share and profitability of  banks are positively related 
and statistically significant. Using panel data regression analysis of  101 
commercial banks of  Indonesia from a period of  2001 to 2012, Jumono, 
Achsani, Hakim, and Fidaus (2015) found that individual market share of  
deposit and individual market share of  credit are not significantly related to 
ROA. Using multiple regression analysis of  10 commercial banks of  Nigeria 
from a period of  2003 to 2011, Etale, Bingilar, and Ifurueze (2016) showed 
that market share represented by deposit customers (DC) and loan customers 
(LC) have positive relationship with profitability of  the banking sector in 
Nigeria.
 There are only a few studies that focus on Bangladesh case. Two 
important such studies are Ahmed (2012) and Samad (2008). Both studies 
deal with the whole banking studies in Bangladesh. While Ahmed (2012) 
concludes that market share does not determine profitability, Samad (2008) 
found positive relation between market share and profitability using pooled 
data. 
From the above review, at least two shortcomings of  the current literature are 
apparent. First, studies dealing with Bangladesh case are only a few. Second, 
no study looks into the relationship between market share and profitability in 
Islamic banking industry. This analysis is an effort to reduce this gap in the 
literature. 

6. Methodology
6.1. Data and variables
The study has been conducted based on a panel data for the period 
2011-2021 collected from secondary sources. The sources include the 
website of  Bangladesh Bank and annual reports of  respective banks. The 

sample consists of  8 Islamic banks. Variables on which data are collected are 
return on equity (ROE), total assets, total deposits and total investment. 
Market share regarding asset is calculated by dividing respective bank’s total 
asset by total asset in the banking industry. Market share regarding deposit is 
calculated similarly. Profitability is proxied by ROE. While market share is 
used as the main explanatory variable, total investment is used as a control 
variable which has impact on both market share and profitability of  a bank. 
To have a clearer picture, summary statistics of  the variables are provided in 
Table 3.
Table 3: Summary statistics of  variables
Variables                                                                  Mean  Standard deviation  Minimum  Maximum
Return on investment 9.15 7.12 -23.63 18.34
Asset share (% of  total asset in the banking sector) 2.36 1.98 0.066 8.26
Deposit share (% of  total deposit in the banking sector) 2.58 2.23 0.0985 9.372
Investment (in billion Taka) 214.59 207.75 7.31 1035.29
Source: Author’s own calculation

6.2. Sample
As mentioned earlier, there are 8 full-fledged Islamic banks in Bangladesh. 
Besides, 16 conventional banks including two foreign commercial banks have 
Islamic banking wings. For the ease of  data collection, only 8 full-fledged 
Islamic banks (13.56 percent of  59 scheduled banks) have been included in 
the sample.

6.3. Empirical strategies
Since the data is panel data, there may be temptation to use pooled 
regression. But because of  unobserved heterogeneity using pooled 
regression may lead to inappropriate estimation. One important cause that 
may give rise to unobserved heterogeneity is managerial ability. A managerial 
team with higher ability may lead to higher market share as well as higher 
profitability. To control for such heterogeneity, this study performs 
estimation of  random effects (RE) model. One other method of  addressing 
heterogeneity is fixed effects (FE) method. However, Hausman test indicates 
that in our case RE model is more appropriate than FE model. Since there is 
a possibility that heteroscedasticity and serial autocorrelation exist, standard 
errors are made robust by performing clustering using our panel variable 
Banks.

The basic model we use can be represented by the following equation:
                                                  (1)

 where ROE and Inv stand for return on equity and total investment, 
respectively. x stands for market share. a represents unobserved effects. u is 
error term. i and t are individual bank and time, respectively. j indicates year 
and d is year dummy. As previously mentioned, market share is represented 
by asset share and deposit share. For each of  these two variables a separate 
estimation is performed. Time dummies are used in the models to account 
for time effects, if  there is any.

7. Findings
Important results obtained from the RE estimations are reported in Table 4. 
Columns 1-3 contain the results for the model in which market share is 
measured in terms of  asset.  Similarly, Columns 4-6 reports the results for the 
model in which market share is measured in terms of  deposit. The 
coefficients of  asset share and deposit share are found to be 3.732 and 3.143, 
respectively. Both of  them are statistically significant at the 10% level of  
significance. The coefficient of  asset share indicates that ROE increases by 
3.732 percentage points as a result of  a one percentage point increase in 
market share in terms of  asset. Similarly, the coefficient of  deposit share 
suggests that a one percentage point increase in market share in terms of  
deposit causes 3.143 percentage point increase in ROE. These findings 
clearly supports the efficient structure hypothesis (ESH).
Table 4: RE estimation results 
Dependent variable: ROE

Independent variables
    Market share model in terms of  asset        Market share model in terms of  deposit

                                  Coefficient   Robust standard error   p-value   Coefficient   Robust standard error    p-value
                                (1)              (2)                   (3)                                   (4)    (5)            (6)
Asset share  3.732* 2.053 0.069   
Deposit share     3.143* 1.755 0.073
Investment -0.033** 0.014 0.016 -0.031** 0.013 0.018
* and ** indicate statistical significance at the 10% and 5% levels of  significance.

8. Summary and conclusions
Considering the importance of  searching for sustainable ways to raise 
profitability, this study is pursued to verify whether market share has a 
significant influence in increasing return of  Islamic banks in Bangladesh. 
Using a panel data covering 8 full-fledged Islamic banks of  the period 

2011-2020, this study performs estimation of  random effects (RE) models. 
Decision to estimate RE model instead of  fixed effects (FE) model comes 
from the results of  Hausman test. This test indicates that in our case RE 
model is better that FE model. 
 Findings suggest that efficient structure hypothesis (ESH) is true for the 
Islamic banking industry of  Bangladesh. That means an Islamic bank with 
higher market share has higher profitability. In particular, one percentage 
point increase in market share in terms of  asset leads to 3.73 percentage 
points increase in ROE. Besides, if  market share in terms of  deposit 
increases by one percentage point, ROE increases by 3.14 percentage points. 
The positive impact of  market share on profitability is perhaps because of  
the fact that banks with higher market share are more efficient.
 These findings have important policy implications. Islamic banks can be 
advised to consider putting efforts to increase market share as one of  the 
ways to increase profitability.  While making policies that are supposed to 
increase market share of  different Islamic banks, the relevant cost-benefit 
analysis must account for profitability premium that the policies may give rise 
to. 
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Abstract
This study aims to evaluate the impact of  Gender-diversity on earnings manipulation using 
both accrual and real earnings management techniques. All the data has been gathered from 
yearly reports of  recorded non-financial organizations in Bangladesh from 2011 to 2019; after 
necessary diagnostic checking, this study finally uses the OLS regression model to evaluate the 
relationship. Findings show that the non-financial organizations of  Bangladesh are practicing 
both forms of  earnings management simultaneously. Evidence illustrates that female directors 
on the board have no significant association with any proxies of  accrual earnings management 
but are significantly positively associated with abnormal discretionary expenses. Moreover, the 
gender diversity of  CEOs is negatively connected with abnormal production costs and 
positively associated with abnormal cash flow from operating activities, and the relationship is 
statistically significant. Policymakers and other stakeholders can use these findings to give 
more concentration on the issue of  women's involvement at the corporate level and the 
development of  governance issues.

Keywords Female director, Gender-diverse CEO, Earnings management, Non-financial 
Organization, Bangladesh
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1. Introduction 
Manipulation of  Earnings is an intentional mechanism instigated by managers 
of  organizations to realize financial benefits from the commercial center 
(Schipper, 1989). Sometimes executives take part in unscrupulous earnings 
treatment for their benefits (Bergstresser & Philippon, 2006) 
and to generate some expected affluence of  the organization 
(Degeorge, Patel, & Zeckhauser, 1999). It may happen due 
to fragile corporate governance arrangement and company 
control system, indeed functional corporate governance 
mechanisms guide a firm to augment quality in business 
transactions and lessen the chance of  earnings management.  
In contrast, weak corporate governance augments 
opportunities for handling, dishonesty, and unprofessional 
conduct in the business (Almasarwah, 2015; Chowdhury, 

Othman, Khan, & Sulaiman, 2020). Consistent with this, whether corporate 
governance mechanism (gender-diversity) does have any relationship with 
earnings management has been an issue of  the extreme contest and a center 
of  many former pieces of  research. Unlike research that has been conducted 
in this regard but tends to confine the corporate governance measurement 
tools and earnings management. Most of  the studies have been used 
board-size, board meetings and relate them to accrual or real earnings 
management in a different economy (Haniffa, Rahman, & Ali, 2006; Ball & 
Shivakumar, 2008; Obigbemi, Omolehinwa, Mukoro, Ben-Caleb, & 
Olusanmi, 2016), but e-association between gender diversity and earnings 
manipulation are very few. Moreover, (Fields, Lys, & Vincent, 2001) stated 
that only a particular earnings management system will not correspond to the 
overall effects of  earnings management activities. In agreement with this, 
previous studies illustrate a negative association between female directors and 
earnings management, others document no relation between CEO gender 
and earnings management (Hili & Affess, 2012). These findings shed some 
light for further research on Earnings management techniques and the 
number of  female directors in the board structure and female CEO. 
Therefore, the primary aim of  this study is to extend the literature and 
examine whether this study holds the outcomes of  previous researches by 
using these two components of  corporate governance in a developing 
economic setting (Chowdhury, Othman, Khan, & Sulaiman, 2020; Khan, 
Bhuiyan, Hoque, & Molla, 2015). Our study uses accrual as well as real 
earnings management as the dependent variable; the independent variables 
are female directors in the boardroom and CEO gender. The study uses a 
range of  control variables based on previous researches, as well as the year 
and industry dummy variables. Overall, I consider 1062 firm-year 
observations from non-financial organizations of  Bangladesh. Initially, 
Modified Jones Model (Dechow, Sloan, & Sweeney, 1995) is used to measure 
accrual earnings management, and for real earnings, management study uses 
the abnormal cash flow from operating activities (CFO), abnormal 
production cost (PROD), and abnormal discretionary accruals (DISC) as per 
Roy Chowdhury model (Roychowdhury, 2006), then, the paper determine 
overall real earnings management by summarizing three proxies. Evidence 
demonstrates that our empirical models are well specified and comparable 
with previous results. However, our main results illustrate that, Firstly, overall, 
both earnings management positively and significantly linked with each other 
in all the models. This indicates that non-financial organizations of  
Bangladesh are using both forms of  earnings management simultaneously. 
Non-Financial organizations of  Bangladesh are practicing 


