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ABSTRACT

Bankperformanceistreatedasapivotalindicatoroftotaleconomicstabilityofacountry.Generally,
theintellectualcapitalmeasurementisthestudyoftheimpactofintellectualcapitalonthebanks
performanceandgivessomeproposalaimingtoimprovetheefficiencyofthebankingindustry.The
TRMencompassesalltheactivitiesthataffectitsriskdomain.Risksaregenerallydefinedbythe
adverseimpactonprofitabilityofseveraldistinctsourcesofuncertainty.Theprimefocusofthisstudy
istofindouttherelationshipamongintellectualcapital,totalriskmanagement,andtheperformance
ofBangladeshilistedbanks.Theresultshowsthatbankperformancehasnostatisticallysignificant
relationshipwithtotalriskmanagementofthesamplebanksandlevelofinvestmentonintellectual
capital.Likewise,thefindingsofthestudyareascomparablewithsomeotherstudieswherethe
authorshavefoundsimilarand/ordifferenteconomiccharacteristics.
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INTROdUCTION

Inthemodernera,complexityoftheenvironmentintheareasofbusinesscompetition,risingcustomer
expectationsofcorporateperformance,theneedtobeawareofthestrengthsandweaknessesofthe
organizationandkeyperformanceindicatorstocontinuousimprovementismoreevident.Throughout
historyoursocietieshaveobservedfourdifferentsocio-economicphaseswhichincludeprimitive
society,agriculturalsociety,industrialsociety,andinformationsocietyinwhichwepresentlylive.The
resourcesofproductiondiversifyfromoneorganizationtoanotherofthisperiod.Beforeemerging
the informationsociety, the traditional factorssuchas land, labor,capital,natural resources,and
entrepreneurshipwerecrucialfactorsbutafteremergingtheinformationsocietyanotherthreefactors
knowledge,informationtechnologiesandintellectualcapitaladdedwithtraditionalfactors(Kandemir,
2008;Kayacan&Alkan,2005;Yalama,2013).

Intheneweconomicera,IntellectualCapital(IC)playsavitalroleinfinancialperformance
ofanorganization.Itiswidelyacceptedthatwiththeadventofsolidknowledgebasedeconomy,
theconventionalbasessourcesofcompetitiveadvantagethatdependsontangibleassetsincreating
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firmvalueandsustainingcompetitiveadvantagebeguntoerode(Maditinos,Chatzoudes,Tsairidis,
&Theriou,2011;OrdonezdePablos,2002;Shih,Chang,&Lin,2010).

Accordingly, thepotential forcreatingcompetitiveadvantageand long-termvalue liesmore
importantlyintheefficientmanagementofICthanintangibleassets.Inknowledge-basedindustry
likebankingindustrynon-tangibleandintellectualresourcesarehighlyfocused(Shihetal.,2010).
AccordingtoAhujaandAhuja(2012),anefficientutilizationofICismorecrucialforaccomplishing
successinbankingthanotherindustries,assertingthatdeliveringofhighqualityservicesbyabank
dependsonitsinvestmentinitemsrelatedtoICsuchasitshumanresources,brandbuilding,systems
andprocesses.Al-MusalliandIsmail(2012),assertthat“thoughphysicalcapitalisessentialforbanks
tooperate,itistheintellectualcapitalthatdeterminesthequalityofservicesprovidedtocustomers.”
Therefore,itbecomesnecessaryforbankstomanagetheirICasefficientlyaspossible.

Thechanceofunfavorableoutcomesmayoccurinaninvestment’sofanorganizationtraded
asarisk.Riskcanalsobedefinedastheintentionalinteractionwithuncertainty.Riskmanagement
iscoursesofactionbywhichfirmsidentifydetermine,prioritizeandalleviatetheadverseeffectof
uncertainties(Chapman&Ward,2003).Accordingly,riskmanagementisasystematicapproachto
mitigatenegativeeffectofanyspecificphenomenon.Theapproachthatdefinesriskfromonlydown
perspectivecouldleadstoriskaversion.Riskaversioncanbeanindividualisticbehaviorbutinbusiness
itisimpossibletoavoidallkindsofrisk.Mostrisktakingactivitiesassociatedwithopportunities.
Hence,companiesneedtobeintelligentenoughinmanagingtheirrisksnotonlytograbthebenefit
outofitbutalsotosurviveinbusiness.

ThisstudycontributessignificantlyinthatitprovidesBangladeshibankswithasimplemethod
inunderstandingandevaluatingperformance,aswellasenhancingthemanagementofIntellectual
CapitalandTotalRisk.TheICandTRMliteraturewillalsohelpindecidingthepotentialroleofIC
efficiencyinthefinancialperformanceofbanksinBangladesh,anemergingcountrywhichlacks
suchresearch.Thispaperisorganizedasfollows.Thesecondsectionpresentstheliteraturerelatedto
thestudyandhypothesesdevelopment.Inthethirdsection,wediscusstheresearchmethodologyand
dataemployedinthestudy.Thefourthsectionpresentstheresultsofthestudy.Finally,weconclude
thepaperinthefifthsection.

BACKGROUNd

Theoretical discussion of Intellectual Capital
ThisstudyinitiallyintendedtodiscovertheproposeddefinitionsforIntellectualCapital(IC)thenthe
wellaccepteddefinition.Ifthefirm’scompetitivenessdependsonsomeintangibleassetslikebusiness
reputations,trustofbrand,usesoftechnologythenthesearetreatedasanintellectualassetsforfirm
(Itami,1987).Scholarsdefinetheconceptofintellectualcapitalindifferentways.Therefore,there
isnosingledefinitionexplainingtheconceptofintellectualcapital.However,intellectualcapital
maybeinterpretedastheintangibleassetswhicharenotlistedexplicitlyonafirm’sbalancesheets
butpositivelyimpacttheperformanceandsuccessofit(Brooking,1996;Kayacan&Alkan,2005;
Mondal&Ghosh,2012).

Consistentwiththisview,MavridisandKyrmizoglou(2005),assertedICistreatedanassets
whichcreatethepotentialvaluefortheorganizationandthesocietyaswell;similarly,García-Mecaand
Martínez(2005),arguethatICisthecrucialfactorssuchastheknowledge,information,intellectual
propertyandexperiencewhichgeneratetoraiseorganizationalassets.ForBrennan(2001),ICisa
combinationofdifferentintangiblesassetsofabanki.e.anaggregationofpatents,intellectualproperty
rights,copyrightsandfranchisesofthebank.OncontraryAPulic(2001)statesthat,favorsthenotion
thatICconsistsofemployeescapabilitytocreatevaluewhichisaddedtotheorganization.Inother
words,ICisanintangibleassetcomposedofboththeknowledgeandknow-howthatcharacterizean
organizationandgiveitacompetitiveadvantageoverotherfirms.WhilemanydefinitionsofIChave
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