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the study should be given due consideration by respective investors. The findings of 
the study may be used as an index for an improvement in their services for wider 
acceptance and formulating marketing strategies accordingly. Also the findings of 
this investigation have implications for consumer research by both academics and 
practitioners. 
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Table I: Respondents gender identity 
Gender Frequency Percent 
Male 115 64.6 

Female 63 35.4 
Total 178 100.0 

 
Table II: Age of the respondents 

Age group Frequency Percent 
19-25 Years 58 32.6 
26-30 Years 60 33.7 
31-35 Years 35 19.7 
36-40Years 25 14.0 

Total 178 100.0 
 
Table III: Educational qualification of the respondents 

Educational 
Background Frequency Percent 
High School 20 11.2 

Higher Secondary 58 32.6 
Technical diploma 25 14.0 

Graduate 26 14.6 
Postgraduate 49 27.5 

Total 178 100.0 
 
 
Table IV: Marital status of the respondents 

Marital Status Frequency Percent 
Single 88 49.4 

Figure I: SScree plot of  factors orr unobserved variables 
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ABSTRACT 

The goal of this research is to identify key variables that can be used to evaluate 
guest house services from the guests’ perspective. One hundred thirty five guests  
were selected by judgement sampling procedure for the study. A multivariate 
analysis technique like “Factor Analysis” was used to identify the factors. The 
results shows that amenities and transport services, attached bathroom and bar 
services and food and discount facilities have emerged important factors for 
selecting guest houses. 

Keywords: Guest House, Hospitality Services, Factor Analysis 
 
 
INTRODUCTION 
 

Kakarvitta  is a neighbourhood in Mechinagar Municipality in Jhapa District of 
Mechi zone, Southeastern Nepal. Kakarvitta is the eastern terminus of Nepal’s east 
west Mahendra Highway at the country’s eastern border with Darjeeling District, 
West Bengal State, India. The Panitanki neighbourhood of Naxalbari is on the other 
side. There is a border checkpoint for third country nationals. Indian and Nepalese 
nationals cross without restriction(Wikipedia, 2016). Many people come to visit 
Kakarvitta from home and abroad.  To serve these people, a number of guest houses 
have developed in the area. As a source of revenue for many of the local people, the 
satisfaction of guests staying at the guest houses have became a increasingly 
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important both for the guests as well as for the service providers (Habib and Islam, 
2009)  
 
 
LITERATURE REVIEW 
 
So far we know, a large number of research studies, articles relating to various 
aspects of guest house services have been published home and abroad. However, 
critical reviews of some of the important research studies/articles have been made in 
this study. Radder and Wang (2006) determined similarities and differences in 
business travellers’ expectations and managers’ perceptions of the service provided 
by guest houses.Business travellers deemed secure parking and the professionalism 
of staff as the most important attributes, while guest house managers thought it 
would be friendliness of front desk staff and efficient handling of complaints. 
Knutson et al (2009) identified the underlying dimensions of a guests’ hotel 
experience. Goswami and Sarma(2014) explored the role of re-enacted and 
transitory delight in the management of customer delight  in hotels.  

Faruqui (2013) aimed at identifying the factors that are considered to be 
important for the satisfaction of the guests staying at the different guest houses 
located in Khagrachari. The results of that study showed that Services, Value Added 
Services and Reservation System are the most important factors to determine the 
satisfaction of the guests living in the guest houses of Khagrachari. 

Thus it appears from the preceding discussions that guests’ attitude towards 
guest house services has not been addressed in Nepal. It would, therefore, not be 
unjustified to state that present study is the first of its kind in Nepal and can be used 
for guidelines for the similar studies in years ahead. 
 
 
 OBJECTIVES OF THE STUDY 
 

The study has been conducted keeping the following objectives in mind: 
It aims to document variables and services perceived to be important by guests 
when staying guest houses. 
This study aims to rank the level of importance of  key variables and guest house 
services. 
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Television 1.000 .944 

Comfortable Bed 1.000 .887 

Bar 1.000 .836 

Fresh and Tasty Food 1.000 .937 

Different Varieties of Food 1.000 .811 

STD and ISD Facilities 1.000 .874 

Availability of Domestic and International Air Tickets 1.000 .556 

Availability of Railway and Bus Tickets 1.000 .839 

Hiring Cars and Buses 1.000 .856 

Special Discount for Groups 1.000 .945 

Extraction Method: Principal Component Analysis. 
 

Higher communalities show higher importance of independent variables. Based 
on communalities, television, fresh and tasty food and all rooms with attached 
bathroom are important independent variables (Table VIII). 
 
Table IX: Initial Eigenvalues 

Component Total % of Variance 
Cumulative 

% 

1 6.329 52.741 52.741 

2 2.019 16.829 69.570 

3 1.586 13.218 82.788 
 
Only factors with Eigen values equal to or  greater than one were considered 

significant and chosen for interpretation (Table IX). 
 

Table X: Rotated Component Matrix (a) 

 
 

Component 

1 2 3 

Hiring Cars and Buses .887 .257 -.044 
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Availability of Railway and Bus Tickets -.861 .299 -.086 

Comfortable Bed .854 -.345 .195 

STD and ISD Facilities .812 -.460 -.064 

Fresh and Tasty Food .769 -.483 .334 

Television .734 -.467 .433 

All Rooms with Attached Bathroom .037 .928 -.208 

Bar -.469 .784 .044 

Availability of Domestic and International 
Air Tickets 

-.401 .613 .138 

Different Varieties of Food -.144 .078 .885 

Special Discount for Groups -.149 .456 -.845 

24 Hours Hot and Cold Running Water .377 .105 .625 

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

 
Only items with loadings of 0.50 or higher were included. From the varimax 

rotated factor matrix, three factors deemed appropriate for this study contained a 
total of 12 items.The factors were termed amenities and transport services, attached 
bathroom and bar services and food and discount facilities (Table X). 
 
 
CONCLUSION 
 

It is established from this study that amenities and transport services, attached 
bathroom and bar services and food and discount facilities have emerged important 
factors for selecting guest house. Moreover, guest house managers are advised to 
aim at a balance in their focus on non core and core elements of service, and at 
concentrating on those elements that have the highest importance for their guests. In 
future, this may affect the profitability and survivality of the hotels. 
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Annexure 
 
Table A I. List of Hotels in Kakarvitta Covered During this Study 

SL  No. Name of the Hotel 

1 New Moonlight Hotel and Lodge 
2 Hotel Batika 
3 Assam Hotel 
4 Hotel Gateway 
5 Kamana Guest House 
6 Koshi Hotel 
7 Sainik Hotel 
8 Hotel Beni 
9 Hotel Sirijunga 
10 Hotel Lumbini 
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important both for the guests as well as for the service providers (Habib and Islam, 
2009)  
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Knutson et al (2009) identified the underlying dimensions of a guests’ hotel 
experience. Goswami and Sarma(2014) explored the role of re-enacted and 
transitory delight in the management of customer delight  in hotels.  

Faruqui (2013) aimed at identifying the factors that are considered to be 
important for the satisfaction of the guests staying at the different guest houses 
located in Khagrachari. The results of that study showed that Services, Value Added 
Services and Reservation System are the most important factors to determine the 
satisfaction of the guests living in the guest houses of Khagrachari. 

Thus it appears from the preceding discussions that guests’ attitude towards 
guest house services has not been addressed in Nepal. It would, therefore, not be 
unjustified to state that present study is the first of its kind in Nepal and can be used 
for guidelines for the similar studies in years ahead. 
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Only items with loadings of 0.50 or higher were included. From the varimax 

rotated factor matrix, three factors deemed appropriate for this study contained a 
total of 12 items.The factors were termed amenities and transport services, attached 
bathroom and bar services and food and discount facilities (Table X). 
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Married 76 42.7 
Divorced 14 7.9 

Total 178 100.0 
 
 
  
Table V: Overall scale reliability 

 
Table VI: Scale reliability of observed variables 

Observed Variables Cronbach's Alpha if Item Deleted 
Wider Space .690 

Avoiding Afraidness .724 
Less Artificial .710

Child Refreshment .690 
Mental Refreshment .696 

Amusement .676 
Fun .715 

New Venture .747 
No Other Alternative .733 

Compare with Other Amusement Park .713 
Entertainment .694 

Large Number of Riders .698 
Friendly and Courteous Staff .712 

Ride Safety .678 
Cleanliness of the Park .706 

Variety of Food .752 
Layout of the Park .729 
Quality of Rides .715 

Higher Price of Admission .739 
Security .691 

Quality of Food .702 

Cronbach's 
Alpha 

Cronbach's Alpha Based on 
Standardized Items N of Items 

.723 .751 22 

Table VII: Eigen values of each factors 

Factor 
Initial Eigenvalues 

Total % of Variance Cumulative %
Space and Food 6.101 27.732 27.732
Refreshment and 

Amusement 
4.796 21.800 49.532

Cleanliness and Security 3.564 16.199 65.731
Quality and Comparison 2.370 10.774 76.506

Behavior and Safety 2.006 9.119 85.625
Price 1.404 6.381 92.006

Less Artificial 1.097 4.986 96.992
Extraction Method: Principal Component Analysis. 

Table VIII: Rotated Component Matrixa  of observed variables and factors 

Factor 
Observed 
Variable 

Space 
and
Food 

Refreshment 
and 
Amusement

Cleanliness 
and
Security 

Quality and 
Comparison

Behavior 
and
Safety Price

Less 
Artificial

Wider Space .867 .205 .203 .324 -.038 .046 .182 
Variety of 

Food 
-.860 -.304 .217 .304 .048 .160 -.028 

Entertainment 
.856 .300 .087 .172 .248

-
.218

-.122 
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METHODOLOGY 
 

For achievement of the above objective, a survey is carried out among a sample 
of guests in hotels in Kakarvitta during May 2012. The sample size consists of  135 
guests in 18 such hotels in Kakarvitta. Researchers’ judgement is used while 
selecting the respondents. Responses from the selected guests are obtained with the 
help of a well defined questionnaire . Judgement sampling method is used to identify 
guests.It may me noted that the scores on the independent variables were measured 
through five point Likered scaled questions.The statistical package, SPSS Version 
20, was used to perform the required descriptive statistics and exploratory factor 
analysis. 
 
 
RESULTS
 
Table I: Gender 

Gender Frequency Percent Valid Percent Cumulative Percent

Female 53 39.3 39.3 39.3 

Male 82 60.7 60.7 100.0 

Total 135 100.0 100.0  
 

Table I indicates that most of the respondents were male and their percentages 
were 61. 
 
Table II: Age 

Age Cohort Frequency Percent Valid Percent Cumulative Percent 

Less than 40 Years 47 34.8 34.8 34.8 

40-59 Years 49 36.3 36.3 71.1 

60 Years or Older 39 28.9 28.9 100.0 

Total 135 100.0 100.0  
 

The age distribution among three major demographic cohorts in this sample is as 
follows: above age sixty, 28.9 percent; age forty to fifty nine , 36.3; and under age 
forty , 34.8 percent(Table II). 
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Table III:  Monthly Income 

Monthly Income Frequency Percent
Valid 

Percent
Cumulative Percent 

Less than 50,000Tk. 29 21.5 21.5 21.5 

50,000Tk.-99,999Tk. 59 43.7 43.7 65.2 

100,000Tk or greater 47 34.8 34.8 100.0 

Total 135 100.0 100.0  
 

The income range for our sample tilts toward the upper side with 35 percent 
reporting incomes over 100,000 Tk, 44 percent between 50,000Tk and 99,999 Tk. 
Only 22 percent stated that they make less than 50,000Tk.(Table III). 
 
Table IV: Nights stayed in hotel in past 12 months 

Night Stay Frequency Percent Valid Percent
Cumulative 

Percent 

10 nights or fewer 89 65.9 65.9 65.9 

11-20 nights 28 20.7 20.7 86.7 

20 nights or more 18 13.3 13.3 100.0 

Total 135 100.0 100.0  
 

Sixty six percent of guests said they stayed in a guest house ten nights or less 
 (Table IV). 
 
Table V: Purpose of trips 

Purpose of Visit Frequency Percent Valid Percent 
Cumulative 

Percent 

Official 20 14.8 14.8 14.8 

Business 78 57.8 57.8 72.6 

Leisure 37 27.4 27.4 100.0 

Total 135 100.0 100.0  
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11 Hotel Fewa 
12 Hotel Bidhan 
13 Hotel Sagarmata 
14 Hotel Unique Palace 
15 Laligurash Guest House 
16 Hotel Pushpanjali and Lodge 
17 Mountain Hotel and Lodge 
18 Raja Hotel 

Source: Field Survey 
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ABSTRACT  

A key dilemma for credit rating agencies (CRAs) is how they act during the time 
of rating (whether neutrally or not) as their principal sources of revenue come from 
whose products they are rating (client/issuers). The severe competitions among the 
CRAs infuse them to grab the clienteles and retain them even by giving favorable 
rating. This very issue elicits the possibility of existence of conflict of interest among 
the CRAs and the issuers. This further ignites the unhealthy competition among 
CRAs , particularly in a very small country like Bangladesh where the number of 
CRA is not paucity in numbers ( specifically eight CRAs in Bangladesh whereas in 
USA, the biggest corporate space of the world has only three major CRAs and only 
the two- Moody’s and S&P are dominant). The ratings provided by CRAs are now 
challenged very frequently and they are vehemently commented. The very common 
observation about the rating is that CRAs are more relaxed during the boom years 
and vice versa. And the paradox of competition among CRAs reduces the efficiency 
and quality of ratings since it facilitates ratings shopping for the clients/issuers and 
results in excessively high reported ratings.  

Key words: Credit Rating, Credit Rating Agencies (CRAs), Rating Shopping, 
Barriers to entry for CRAs. 
 
 
BACKGROUND AND GENESIS OF THE STUDY 
 

CRAs should rate the financial instruments issued by corporate houses like 
corporate bonds. But, the scenario of Bangladesh is entirely different as due to lack 
of credit rating opportunity, particularly the financial instruments of the 
issuers/companies. Rather the CRAs rate the commercial banks and their borrowers. 
And, then these commercial banks and their clients promote their business by 
displaying their credit ratings in all of their promotional materials. Bangladesh has 
had difficulty improving the performance of its corporate and financial markets, 
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Table VI: Scale reliability of observed variables 

Observed Variables Cronbach's Alpha if Item Deleted 
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Avoiding Afraidness .724 
Less Artificial .710

Child Refreshment .690 
Mental Refreshment .696 

Amusement .676 
Fun .715 

New Venture .747 
No Other Alternative .733 

Compare with Other Amusement Park .713 
Entertainment .694 

Large Number of Riders .698 
Friendly and Courteous Staff .712 

Ride Safety .678 
Cleanliness of the Park .706 

Variety of Food .752 
Layout of the Park .729 
Quality of Rides .715 

Higher Price of Admission .739 
Security .691 

Quality of Food .702 

Cronbach's 
Alpha 

Cronbach's Alpha Based on 
Standardized Items N of Items 

.723 .751 22 

Table VII: Eigen values of each factors 

Factor 
Initial Eigenvalues 

Total % of Variance Cumulative %
Space and Food 6.101 27.732 27.732
Refreshment and 

Amusement 
4.796 21.800 49.532

Cleanliness and Security 3.564 16.199 65.731
Quality and Comparison 2.370 10.774 76.506

Behavior and Safety 2.006 9.119 85.625
Price 1.404 6.381 92.006

Less Artificial 1.097 4.986 96.992
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Table VIII: Rotated Component Matrixa  of observed variables and factors 

Factor 
Observed 
Variable 

Space 
and
Food 

Refreshment 
and 
Amusement

Cleanliness 
and
Security 

Quality and 
Comparison

Behavior 
and
Safety Price

Less 
Artificial

Wider Space .867 .205 .203 .324 -.038 .046 .182 
Variety of 

Food 
-.860 -.304 .217 .304 .048 .160 -.028 

Entertainment 
.856 .300 .087 .172 .248

-
.218

-.122 

Staff's 
Knowledge 
about the 

Park's 
Features 

-.834 -.012 .224 -.022 .082
-

.470
.162 

Fun 
.760 .210 .351 .077 -.190

-
.016

-.460 

No Other 
Alternative 

-.716 .253 .193 .155 .363 .289 -.058 

Child 
Refreshment 

.113 .960 -.028 .025 .152 .127 -.100 

Amusement 
.226 .917 .110 .138 .089
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METHODOLOGY 
 

For achievement of the above objective, a survey is carried out among a sample 
of guests in hotels in Kakarvitta during May 2012. The sample size consists of  135 
guests in 18 such hotels in Kakarvitta. Researchers’ judgement is used while 
selecting the respondents. Responses from the selected guests are obtained with the 
help of a well defined questionnaire . Judgement sampling method is used to identify 
guests.It may me noted that the scores on the independent variables were measured 
through five point Likered scaled questions.The statistical package, SPSS Version 
20, was used to perform the required descriptive statistics and exploratory factor 
analysis. 
 
 
RESULTS
 
Table I: Gender 

Gender Frequency Percent Valid Percent Cumulative Percent

Female 53 39.3 39.3 39.3 

Male 82 60.7 60.7 100.0 

Total 135 100.0 100.0  
 

Table I indicates that most of the respondents were male and their percentages 
were 61. 
 
Table II: Age 

Age Cohort Frequency Percent Valid Percent Cumulative Percent 

Less than 40 Years 47 34.8 34.8 34.8 

40-59 Years 49 36.3 36.3 71.1 

60 Years or Older 39 28.9 28.9 100.0 

Total 135 100.0 100.0  
 

The age distribution among three major demographic cohorts in this sample is as 
follows: above age sixty, 28.9 percent; age forty to fifty nine , 36.3; and under age 
forty , 34.8 percent(Table II). 
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Table III:  Monthly Income 

Monthly Income Frequency Percent
Valid 

Percent
Cumulative Percent 

Less than 50,000Tk. 29 21.5 21.5 21.5 

50,000Tk.-99,999Tk. 59 43.7 43.7 65.2 

100,000Tk or greater 47 34.8 34.8 100.0 

Total 135 100.0 100.0  
 

The income range for our sample tilts toward the upper side with 35 percent 
reporting incomes over 100,000 Tk, 44 percent between 50,000Tk and 99,999 Tk. 
Only 22 percent stated that they make less than 50,000Tk.(Table III). 
 
Table IV: Nights stayed in hotel in past 12 months 

Night Stay Frequency Percent Valid Percent
Cumulative 

Percent 

10 nights or fewer 89 65.9 65.9 65.9 

11-20 nights 28 20.7 20.7 86.7 

20 nights or more 18 13.3 13.3 100.0 

Total 135 100.0 100.0  
 

Sixty six percent of guests said they stayed in a guest house ten nights or less 
 (Table IV). 
 
Table V: Purpose of trips 

Purpose of Visit Frequency Percent Valid Percent 
Cumulative 

Percent 

Official 20 14.8 14.8 14.8 

Business 78 57.8 57.8 72.6 

Leisure 37 27.4 27.4 100.0 

Total 135 100.0 100.0  
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Being that the sample was drawn from guest houses , it is not surprising that just 
over half of these trips were for business purposes (Table V). 

Table VI: Descriptive Statistics 

Independent Variables Mean
Std. 
Deviation 

Analysis
N 

24 Hours Hot and Cold Running Water 3.97 1.106 135 

All Rooms with Attached Bathroom 4.35 .602 135 

Television 3.74 .801 135 

Comfortable Bed 4.02 .758 135 

Bar 2.25 1.144 135 

Fresh and Tasty Food 3.81 .774 135 

Different Varieties of Food 2.42 1.096 135 

STD and ISD Facilities 4.32 .788 135 

Availability of Domestic and International Air Tickets 4.04 .884 135 

Availability of Railway and Bus Tickets 4.13 .640 135 

Hiring Cars and Buses 3.70 1.093 135 

Special Discount for Groups 3.45 .983 135 
 

According to mean value of the independent variables, guests mostly focused on 
all rooms with attached bathroom and STD and ISD facilities (Table VI). 
 
Table VII: Correlation matrix of independent variables 

Independent 
variables 

1 2 3 4 5 6 7 8 9 10 11 12

24 Hours Hot and 
Cold Running Water 

1            

All Rooms with 
Attached Bathroom 

-
.108 

1           

Television .488 - 1          
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11 Hotel Fewa 
12 Hotel Bidhan 
13 Hotel Sagarmata 
14 Hotel Unique Palace 
15 Laligurash Guest House 
16 Hotel Pushpanjali and Lodge 
17 Mountain Hotel and Lodge 
18 Raja Hotel 

Source: Field Survey 
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ABSTRACT  

A key dilemma for credit rating agencies (CRAs) is how they act during the time 
of rating (whether neutrally or not) as their principal sources of revenue come from 
whose products they are rating (client/issuers). The severe competitions among the 
CRAs infuse them to grab the clienteles and retain them even by giving favorable 
rating. This very issue elicits the possibility of existence of conflict of interest among 
the CRAs and the issuers. This further ignites the unhealthy competition among 
CRAs , particularly in a very small country like Bangladesh where the number of 
CRA is not paucity in numbers ( specifically eight CRAs in Bangladesh whereas in 
USA, the biggest corporate space of the world has only three major CRAs and only 
the two- Moody’s and S&P are dominant). The ratings provided by CRAs are now 
challenged very frequently and they are vehemently commented. The very common 
observation about the rating is that CRAs are more relaxed during the boom years 
and vice versa. And the paradox of competition among CRAs reduces the efficiency 
and quality of ratings since it facilitates ratings shopping for the clients/issuers and 
results in excessively high reported ratings.  

Key words: Credit Rating, Credit Rating Agencies (CRAs), Rating Shopping, 
Barriers to entry for CRAs. 
 
 
BACKGROUND AND GENESIS OF THE STUDY 
 

CRAs should rate the financial instruments issued by corporate houses like 
corporate bonds. But, the scenario of Bangladesh is entirely different as due to lack 
of credit rating opportunity, particularly the financial instruments of the 
issuers/companies. Rather the CRAs rate the commercial banks and their borrowers. 
And, then these commercial banks and their clients promote their business by 
displaying their credit ratings in all of their promotional materials. Bangladesh has 
had difficulty improving the performance of its corporate and financial markets, 
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whereas, simultaneously Bangladesh requires a vibrant bond market where the 
corporate houses can raise flexible and low cost capital and CRAs would play their 
due role, credit rating to these issuing companies. Rather, CRAs are asked the 
question regarding the worth of their rating. CRAs reliance on fees from the issuers, 
and investors trust on rating lead to systematic consequences as the issuers looking 
to benefit from the mispricing of their issues could have lead to substantial ratings 
inflation and inefficient investment decision. Even CRAs are challenged regarding 
the worth of their rating. In this prevailing situation, an exploratory study on 
Bangladesh credit rating industry is very sensible.  

 
 

RATIONALE OF THE STUDY 
 

Bangladesh has long been considered a country of enormous opportunity. it is 
one of the very powerful members of the next eleven economics comprising of 
Bangladesh, Egypt, Indonesia, Iran, Mexico, Nigeria, Pakistan, the Philippines, 
Turkey, South Korea and Vietnam ( known by N-11). N-11 have been the central 
point of attention to business community, policy makers, researchers and academics 
due to their potential of becoming , along with the BRICS countries ( Brazil, Russia, 
India, China , and South Africa), the world’s largest economies in the 21st century 
(The Economist July 27, 2013). But recent years numerous factors have prevented in 
achieving the full potential of Bangladesh, among these factors , lack of diversity in 
export, failure in attracting adequate foreign direct investment(FDI), lack of 
governance, unregulated financial sectors are to name a few of obstacles. Though 
Bangladesh should be one of the world’s most desired investment locations, it is not 
performing well in attracting FDI. It’s having only about 1.5 billion of FDI now 
whereas its neighbor India is doing fabulously well in this respect. According to a 
Financial Times study between January and June 2015, India generated $31 billion 
of FDI, surpassing China ($28 billion) and USA ($27 billion). The reasons behind 
Bangladesh’s weak position are manifold but out of many, governance is a very 
important issue in this regard. Governance is really a very big issue particularly for 
any developing country like Bangladesh, which is heading towards achieving the 
status of middle income country by year 2021. Corporate Bangladesh is not well 
structured and governed. Despite the quandary in corporate sector, it is mainstay for 
promising Bangladesh. 

The topic of the discourse is very relevant as rating is one of the independent 
oversight or supervision tools.  There is a strong argument that CRAs are powerful 
because government make them so, and have turned rater into surrogate regulators, 
forcing the business community to obtain and act in accordance with ratings 
(Kerwer, 1999). If this is the case, or even would be case, then what’s about the 
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Table VII: Eigen values of each factors 

Factor 
Initial Eigenvalues 

Total % of Variance Cumulative %
Space and Food 6.101 27.732 27.732
Refreshment and 

Amusement 
4.796 21.800 49.532

Cleanliness and Security 3.564 16.199 65.731
Quality and Comparison 2.370 10.774 76.506

Behavior and Safety 2.006 9.119 85.625
Price 1.404 6.381 92.006

Less Artificial 1.097 4.986 96.992
Extraction Method: Principal Component Analysis. 

Table VIII: Rotated Component Matrixa  of observed variables and factors 

Factor 
Observed 
Variable 

Space 
and
Food 

Refreshment 
and 
Amusement

Cleanliness 
and
Security 

Quality and 
Comparison

Behavior 
and
Safety Price

Less 
Artificial

Wider Space .867 .205 .203 .324 -.038 .046 .182 
Variety of 

Food 
-.860 -.304 .217 .304 .048 .160 -.028 

Entertainment 
.856 .300 .087 .172 .248

-
.218

-.122 

Staff's 
Knowledge 
about the 

Park's 
Features 

-.834 -.012 .224 -.022 .082
-

.470
.162 

Fun 
.760 .210 .351 .077 -.190

-
.016

-.460 

No Other 
Alternative 

-.716 .253 .193 .155 .363 .289 -.058 

Child 
Refreshment 

.113 .960 -.028 .025 .152 .127 -.100 

Amusement 
.226 .917 .110 .138 .089

-
.071

.219 

Quality of 
Rides 

.099 .775 .293 -.264 -.440 .200 -.013 

Mental 
Refreshment 

.360 .724 .155 -.190 .033
-

.121
.432 

New Venture 
.309 .077 -.873 .255 -.072

-
.197

-.062 

Cleanliness 
of the Park 

.244 .203 .833 -.106 .133
-

.106
-.177 

Security -.067 .651 .715 -.098 .143 .109 .119 
Large

Number of 
Riders 

-.012 .315 .528 .389 .397 .310 .276 

Quality of 
Food 

.050 -.095 -.059 .970 .156
-

.106
-.063 

Compare 
Other 

Amusement 
Park 

.003 -.017 -.358 .856 .051 .093 .302 

Friendly and 
Courteous

Staff
-.194 .123 .202 .071 .928 .141 -.137 

Ride Safety .235 .082 .360 .477 .756 .029 .092 
Layout of the 

Park 
.256 .237 .353 .168 -.638

-
.256

-.503 

Higher Price 
of Admission 

.265 -.063 -.167 .253 -.009
-

.912
.012 

Avoiding 
Afraidness 

.115 .054 -3.177E-5 .212 .248 .907 .198 

Less
Artificial 

-.103 .341 .038 .262 -.067 .139 .883 

Extraction Method: Principal Component Analysis.  
 Rotation Method: Varimax with Kaiser Normalization. 
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Table III:  Monthly Income 

Monthly Income Frequency Percent
Valid 

Percent
Cumulative Percent 

Less than 50,000Tk. 29 21.5 21.5 21.5 

50,000Tk.-99,999Tk. 59 43.7 43.7 65.2 

100,000Tk or greater 47 34.8 34.8 100.0 

Total 135 100.0 100.0  
 

The income range for our sample tilts toward the upper side with 35 percent 
reporting incomes over 100,000 Tk, 44 percent between 50,000Tk and 99,999 Tk. 
Only 22 percent stated that they make less than 50,000Tk.(Table III). 
 
Table IV: Nights stayed in hotel in past 12 months 

Night Stay Frequency Percent Valid Percent
Cumulative 

Percent 

10 nights or fewer 89 65.9 65.9 65.9 

11-20 nights 28 20.7 20.7 86.7 

20 nights or more 18 13.3 13.3 100.0 

Total 135 100.0 100.0  
 

Sixty six percent of guests said they stayed in a guest house ten nights or less 
 (Table IV). 
 
Table V: Purpose of trips 

Purpose of Visit Frequency Percent Valid Percent 
Cumulative 

Percent 

Official 20 14.8 14.8 14.8 

Business 78 57.8 57.8 72.6 

Leisure 37 27.4 27.4 100.0 

Total 135 100.0 100.0  
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Being that the sample was drawn from guest houses , it is not surprising that just 
over half of these trips were for business purposes (Table V). 

Table VI: Descriptive Statistics 

Independent Variables Mean
Std. 
Deviation 

Analysis
N 

24 Hours Hot and Cold Running Water 3.97 1.106 135 

All Rooms with Attached Bathroom 4.35 .602 135 

Television 3.74 .801 135 

Comfortable Bed 4.02 .758 135 

Bar 2.25 1.144 135 

Fresh and Tasty Food 3.81 .774 135 

Different Varieties of Food 2.42 1.096 135 

STD and ISD Facilities 4.32 .788 135 

Availability of Domestic and International Air Tickets 4.04 .884 135 

Availability of Railway and Bus Tickets 4.13 .640 135 

Hiring Cars and Buses 3.70 1.093 135 

Special Discount for Groups 3.45 .983 135 
 

According to mean value of the independent variables, guests mostly focused on 
all rooms with attached bathroom and STD and ISD facilities (Table VI). 
 
Table VII: Correlation matrix of independent variables 

Independent 
variables 

1 2 3 4 5 6 7 8 9 10 11 12

24 Hours Hot and 
Cold Running Water 

1            

All Rooms with 
Attached Bathroom 

-
.108 

1           

Television .488 - 1          
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.539

Comfortable Bed .437 
-

.328
.834 1         

Bar 
-

.118 
.760

-
.694

-
.661

1        

Fresh and Tasty 
Food 

.333 
-

.453
.945 .859

-
.739

1  
     

Different Varieties 
of Food 

.257 
-

.032
.236 .034 .266 .207 1      

STD and ISD 
Facilities 

.302 
-

.377
.805 .825

-
.636

.794
-

.200
1     

Availability of 
Domestic and 

International Air 
Tickets 

.123 .354
-

.461
-

.525
.463

-
.589

.038
-

.734
1    

Availability of 
Railway and Bus 

Tickets 

-
.301 

.253
-

.766
-

.883
.629

-
.811

.083
-

.775
.480 1   

Hiring Cars and 
Buses 

.190 .260 .551 .594
-

.280
.596

-
.107

.543
-

.143 
-

.640 
1  

Special Discount for 
Groups 

-
.468 

.564
-

.666
-

.414
.402

-
.634

-
.705

-
.235

.247 .384 
-

.013 
1

 
There is a positive relationship between fresh and tasty food with television 

(Table VII). 
 
Table VIII: Communalities 

 
 

Initial Extraction 

24 Hours Hot and Cold Running Water 1.000 .543 

All Rooms with Attached Bathroom 1.000 .907 
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ABSTRACT  

A key dilemma for credit rating agencies (CRAs) is how they act during the time 
of rating (whether neutrally or not) as their principal sources of revenue come from 
whose products they are rating (client/issuers). The severe competitions among the 
CRAs infuse them to grab the clienteles and retain them even by giving favorable 
rating. This very issue elicits the possibility of existence of conflict of interest among 
the CRAs and the issuers. This further ignites the unhealthy competition among 
CRAs , particularly in a very small country like Bangladesh where the number of 
CRA is not paucity in numbers ( specifically eight CRAs in Bangladesh whereas in 
USA, the biggest corporate space of the world has only three major CRAs and only 
the two- Moody’s and S&P are dominant). The ratings provided by CRAs are now 
challenged very frequently and they are vehemently commented. The very common 
observation about the rating is that CRAs are more relaxed during the boom years 
and vice versa. And the paradox of competition among CRAs reduces the efficiency 
and quality of ratings since it facilitates ratings shopping for the clients/issuers and 
results in excessively high reported ratings.  

Key words: Credit Rating, Credit Rating Agencies (CRAs), Rating Shopping, 
Barriers to entry for CRAs. 
 
 
BACKGROUND AND GENESIS OF THE STUDY 
 

CRAs should rate the financial instruments issued by corporate houses like 
corporate bonds. But, the scenario of Bangladesh is entirely different as due to lack 
of credit rating opportunity, particularly the financial instruments of the 
issuers/companies. Rather the CRAs rate the commercial banks and their borrowers. 
And, then these commercial banks and their clients promote their business by 
displaying their credit ratings in all of their promotional materials. Bangladesh has 
had difficulty improving the performance of its corporate and financial markets, 
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whereas, simultaneously Bangladesh requires a vibrant bond market where the 
corporate houses can raise flexible and low cost capital and CRAs would play their 
due role, credit rating to these issuing companies. Rather, CRAs are asked the 
question regarding the worth of their rating. CRAs reliance on fees from the issuers, 
and investors trust on rating lead to systematic consequences as the issuers looking 
to benefit from the mispricing of their issues could have lead to substantial ratings 
inflation and inefficient investment decision. Even CRAs are challenged regarding 
the worth of their rating. In this prevailing situation, an exploratory study on 
Bangladesh credit rating industry is very sensible.  

 
 

RATIONALE OF THE STUDY 
 

Bangladesh has long been considered a country of enormous opportunity. it is 
one of the very powerful members of the next eleven economics comprising of 
Bangladesh, Egypt, Indonesia, Iran, Mexico, Nigeria, Pakistan, the Philippines, 
Turkey, South Korea and Vietnam ( known by N-11). N-11 have been the central 
point of attention to business community, policy makers, researchers and academics 
due to their potential of becoming , along with the BRICS countries ( Brazil, Russia, 
India, China , and South Africa), the world’s largest economies in the 21st century 
(The Economist July 27, 2013). But recent years numerous factors have prevented in 
achieving the full potential of Bangladesh, among these factors , lack of diversity in 
export, failure in attracting adequate foreign direct investment(FDI), lack of 
governance, unregulated financial sectors are to name a few of obstacles. Though 
Bangladesh should be one of the world’s most desired investment locations, it is not 
performing well in attracting FDI. It’s having only about 1.5 billion of FDI now 
whereas its neighbor India is doing fabulously well in this respect. According to a 
Financial Times study between January and June 2015, India generated $31 billion 
of FDI, surpassing China ($28 billion) and USA ($27 billion). The reasons behind 
Bangladesh’s weak position are manifold but out of many, governance is a very 
important issue in this regard. Governance is really a very big issue particularly for 
any developing country like Bangladesh, which is heading towards achieving the 
status of middle income country by year 2021. Corporate Bangladesh is not well 
structured and governed. Despite the quandary in corporate sector, it is mainstay for 
promising Bangladesh. 

The topic of the discourse is very relevant as rating is one of the independent 
oversight or supervision tools.  There is a strong argument that CRAs are powerful 
because government make them so, and have turned rater into surrogate regulators, 
forcing the business community to obtain and act in accordance with ratings 
(Kerwer, 1999). If this is the case, or even would be case, then what’s about the 
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situation of credit rating industry of Bangladesh?  But, it is still unattended by any 
academic discussion about the credit rating agencies in Bangladesh, their inception, 
current status and impact of ratings. This study was embarked to pursue the 
objectives to explore the rating agencies in Bangladesh, what is rating in practice 
and its current state.  

 
 

PROBLEM STATEMENT 
 

The best credit rating score and the worst credit crunch comes simultaneously in 
Bangladesh! In 1996, the 42 year old Dhaka stock exchange becomes a hot air 
balloon as for an example, a stock with Taka 100 face/par value was sold at Taka 
26,000 in the month of July, but just right after a week, the fuss of hot balloon 
reached to rock bottom as the price got down to below taka 1,000. 

That all made for a simple, clichéd narrative; uncouth and ambitious foreigners 
arrived in Dhaka, made buckets of money and lots of enemies within before it all 
ended in tears! That means the companies with smooth window dressed earnings 
tried to mean that their companies are the best ones evidenced by superior credit 
ratings, the problems are beyond the outside edge of their companies. 

Exactly identical echo uttered in 2010 in the advent of both summit and nadir of 
indices of Dhaka and Chittagong Stock Exchanges when a share with face/par value 
of Taka 100 reached at Taka 125,000 and fall down to Taka 12,000 within a week. 
Besides, recent financial scandal contagion engulfs all the corporate skyline of 
Bangladesh and a glimpse is as follows: 

In May 2012, a report from the Bangladesh Bank revealed that the Ruposhi 
Bangla Hotel Branch of the state run Sonali Bank , Bangladesh Government’s 
largest commercial bank , illegally distributed (as loans) Taka 36.48 billion (US$460 
million) to the borrowers that would convert the loans as bad (fake) during 2010 to 
2012. The biggest chunk of TK 26.86 billion (US$340 million) went to the notorious 
Hall-Mark Group. Other companies that benefited included: (1) T and Brothers, 
Taka 6.10 billion; (2) Paragon Group, Taka 1.47 billion, (3) Nakshi Knit, Taka 660 
million, (4) DN Sports, Taka 330 million; (5) Khanjahan Ali , Taka 50 million. 

These above noted issues are considered to be the country’s largest 
banking/financial scandal where both the banks and their borrowers were rated by 
the credit rating agencies before the inception of making the loans. It dwarfs preview 
fraud cases, such as a Taka 6.2 billion Letter of Credit fraud in Chittagong in 2007, a 
Taka 5.96 billion fraudulent withdrawal from Oriental Bank in 2006, and a Taka 3 
billion forgery scandal in 2002; although it is still smaller than the recent Destiny 
Group multilevel marketing scam, which is estimated at Taka 45 billion 
(Farashuddin, 2012). 

Key Factors in Guests’ Perception of Hotel Atmosphere: A Case on Kakarvitta, Nepal
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Extraction Method: Principal Component Analysis.  
 Rotation Method: Varimax with Kaiser Normalization. 

Figure I: SScree plot of  factors orr unobserved variables 
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Being that the sample was drawn from guest houses , it is not surprising that just 
over half of these trips were for business purposes (Table V). 

Table VI: Descriptive Statistics 

Independent Variables Mean
Std. 
Deviation 

Analysis
N 

24 Hours Hot and Cold Running Water 3.97 1.106 135 

All Rooms with Attached Bathroom 4.35 .602 135 

Television 3.74 .801 135 

Comfortable Bed 4.02 .758 135 

Bar 2.25 1.144 135 

Fresh and Tasty Food 3.81 .774 135 

Different Varieties of Food 2.42 1.096 135 

STD and ISD Facilities 4.32 .788 135 

Availability of Domestic and International Air Tickets 4.04 .884 135 

Availability of Railway and Bus Tickets 4.13 .640 135 

Hiring Cars and Buses 3.70 1.093 135 

Special Discount for Groups 3.45 .983 135 
 

According to mean value of the independent variables, guests mostly focused on 
all rooms with attached bathroom and STD and ISD facilities (Table VI). 
 
Table VII: Correlation matrix of independent variables 

Independent 
variables 

1 2 3 4 5 6 7 8 9 10 11 12

24 Hours Hot and 
Cold Running Water 

1            

All Rooms with 
Attached Bathroom 

-
.108 

1           

Television .488 - 1          
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.539

Comfortable Bed .437 
-

.328
.834 1         

Bar 
-

.118 
.760

-
.694

-
.661

1        

Fresh and Tasty 
Food 

.333 
-

.453
.945 .859

-
.739

1  
     

Different Varieties 
of Food 

.257 
-

.032
.236 .034 .266 .207 1      

STD and ISD 
Facilities 

.302 
-

.377
.805 .825

-
.636

.794
-

.200
1     

Availability of 
Domestic and 

International Air 
Tickets 

.123 .354
-

.461
-

.525
.463

-
.589

.038
-

.734
1    

Availability of 
Railway and Bus 

Tickets 

-
.301 

.253
-

.766
-

.883
.629

-
.811

.083
-

.775
.480 1   

Hiring Cars and 
Buses 

.190 .260 .551 .594
-

.280
.596

-
.107

.543
-

.143 
-

.640 
1  

Special Discount for 
Groups 

-
.468 

.564
-

.666
-

.414
.402

-
.634

-
.705

-
.235

.247 .384 
-

.013 
1

 
There is a positive relationship between fresh and tasty food with television 

(Table VII). 
 
Table VIII: Communalities 

 
 

Initial Extraction 

24 Hours Hot and Cold Running Water 1.000 .543 

All Rooms with Attached Bathroom 1.000 .907 
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Television 1.000 .944 

Comfortable Bed 1.000 .887 

Bar 1.000 .836 

Fresh and Tasty Food 1.000 .937 

Different Varieties of Food 1.000 .811 

STD and ISD Facilities 1.000 .874 

Availability of Domestic and International Air Tickets 1.000 .556 

Availability of Railway and Bus Tickets 1.000 .839 

Hiring Cars and Buses 1.000 .856 

Special Discount for Groups 1.000 .945 

Extraction Method: Principal Component Analysis. 
 

Higher communalities show higher importance of independent variables. Based 
on communalities, television, fresh and tasty food and all rooms with attached 
bathroom are important independent variables (Table VIII). 
 
Table IX: Initial Eigenvalues 

Component Total % of Variance 
Cumulative 

% 

1 6.329 52.741 52.741 

2 2.019 16.829 69.570 

3 1.586 13.218 82.788 
 
Only factors with Eigen values equal to or  greater than one were considered 

significant and chosen for interpretation (Table IX). 
 

Table X: Rotated Component Matrix (a) 

 
 

Component 

1 2 3 

Hiring Cars and Buses .887 .257 -.044 
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whereas, simultaneously Bangladesh requires a vibrant bond market where the 
corporate houses can raise flexible and low cost capital and CRAs would play their 
due role, credit rating to these issuing companies. Rather, CRAs are asked the 
question regarding the worth of their rating. CRAs reliance on fees from the issuers, 
and investors trust on rating lead to systematic consequences as the issuers looking 
to benefit from the mispricing of their issues could have lead to substantial ratings 
inflation and inefficient investment decision. Even CRAs are challenged regarding 
the worth of their rating. In this prevailing situation, an exploratory study on 
Bangladesh credit rating industry is very sensible.  

 
 

RATIONALE OF THE STUDY 
 

Bangladesh has long been considered a country of enormous opportunity. it is 
one of the very powerful members of the next eleven economics comprising of 
Bangladesh, Egypt, Indonesia, Iran, Mexico, Nigeria, Pakistan, the Philippines, 
Turkey, South Korea and Vietnam ( known by N-11). N-11 have been the central 
point of attention to business community, policy makers, researchers and academics 
due to their potential of becoming , along with the BRICS countries ( Brazil, Russia, 
India, China , and South Africa), the world’s largest economies in the 21st century 
(The Economist July 27, 2013). But recent years numerous factors have prevented in 
achieving the full potential of Bangladesh, among these factors , lack of diversity in 
export, failure in attracting adequate foreign direct investment(FDI), lack of 
governance, unregulated financial sectors are to name a few of obstacles. Though 
Bangladesh should be one of the world’s most desired investment locations, it is not 
performing well in attracting FDI. It’s having only about 1.5 billion of FDI now 
whereas its neighbor India is doing fabulously well in this respect. According to a 
Financial Times study between January and June 2015, India generated $31 billion 
of FDI, surpassing China ($28 billion) and USA ($27 billion). The reasons behind 
Bangladesh’s weak position are manifold but out of many, governance is a very 
important issue in this regard. Governance is really a very big issue particularly for 
any developing country like Bangladesh, which is heading towards achieving the 
status of middle income country by year 2021. Corporate Bangladesh is not well 
structured and governed. Despite the quandary in corporate sector, it is mainstay for 
promising Bangladesh. 

The topic of the discourse is very relevant as rating is one of the independent 
oversight or supervision tools.  There is a strong argument that CRAs are powerful 
because government make them so, and have turned rater into surrogate regulators, 
forcing the business community to obtain and act in accordance with ratings 
(Kerwer, 1999). If this is the case, or even would be case, then what’s about the 
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situation of credit rating industry of Bangladesh?  But, it is still unattended by any 
academic discussion about the credit rating agencies in Bangladesh, their inception, 
current status and impact of ratings. This study was embarked to pursue the 
objectives to explore the rating agencies in Bangladesh, what is rating in practice 
and its current state.  

 
 

PROBLEM STATEMENT 
 

The best credit rating score and the worst credit crunch comes simultaneously in 
Bangladesh! In 1996, the 42 year old Dhaka stock exchange becomes a hot air 
balloon as for an example, a stock with Taka 100 face/par value was sold at Taka 
26,000 in the month of July, but just right after a week, the fuss of hot balloon 
reached to rock bottom as the price got down to below taka 1,000. 

That all made for a simple, clichéd narrative; uncouth and ambitious foreigners 
arrived in Dhaka, made buckets of money and lots of enemies within before it all 
ended in tears! That means the companies with smooth window dressed earnings 
tried to mean that their companies are the best ones evidenced by superior credit 
ratings, the problems are beyond the outside edge of their companies. 

Exactly identical echo uttered in 2010 in the advent of both summit and nadir of 
indices of Dhaka and Chittagong Stock Exchanges when a share with face/par value 
of Taka 100 reached at Taka 125,000 and fall down to Taka 12,000 within a week. 
Besides, recent financial scandal contagion engulfs all the corporate skyline of 
Bangladesh and a glimpse is as follows: 

In May 2012, a report from the Bangladesh Bank revealed that the Ruposhi 
Bangla Hotel Branch of the state run Sonali Bank , Bangladesh Government’s 
largest commercial bank , illegally distributed (as loans) Taka 36.48 billion (US$460 
million) to the borrowers that would convert the loans as bad (fake) during 2010 to 
2012. The biggest chunk of TK 26.86 billion (US$340 million) went to the notorious 
Hall-Mark Group. Other companies that benefited included: (1) T and Brothers, 
Taka 6.10 billion; (2) Paragon Group, Taka 1.47 billion, (3) Nakshi Knit, Taka 660 
million, (4) DN Sports, Taka 330 million; (5) Khanjahan Ali , Taka 50 million. 

These above noted issues are considered to be the country’s largest 
banking/financial scandal where both the banks and their borrowers were rated by 
the credit rating agencies before the inception of making the loans. It dwarfs preview 
fraud cases, such as a Taka 6.2 billion Letter of Credit fraud in Chittagong in 2007, a 
Taka 5.96 billion fraudulent withdrawal from Oriental Bank in 2006, and a Taka 3 
billion forgery scandal in 2002; although it is still smaller than the recent Destiny 
Group multilevel marketing scam, which is estimated at Taka 45 billion 
(Farashuddin, 2012). 
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What happened to those above noted companies whose credit ratings were 
superior! How do the most notorious companies buy superior credit rating? It is very 
noteworthy that all these organizations were given loan after they had got their 
credit ratings with good standing from the credit rating agencies. 

The all above noted corporate houses along with all their host banks (that made 
loans to them) standing with very good credit ratings from the Credit Rating 
Agencies (CRAs) but they fumbled down to the ground by jeopardizing the lives of 
millions of stakeholders (depositors, investors, lenders, creditors, government and 
all the others as well).The events stated above ignite the interest of the author to 
pursue this study. 

 
 

OBJECTIVE OF THE STUDY 
 

To explore about development of credit rating agencies in Bangladesh and their 
current standing; 

 
 

METHODOLOGY OF THIS EXPLORATORY STUDY 
 

This study on credit rating agencies in Bangladesh is purely an exploratory one, 
as no comprehensive study has been conducted of this nature in Bangladesh.  

 
 

DEVELOPMENT OF CREDIT RATING AGENCIES IN BANGLADESH 
 
Credit Rating Agencies in Bangladesh 
 
History of domestic credit rating in Bangladesh 

The history of domestic credit rating in Bangladesh is not old at all; rather it was 
given birth in 1996 but the first operating license offered in 2002. Prior to this time, 
the lingo, “Credit Rating” was a text book phrase in Bangladesh. 
Conception and Inception 

The first ever Euromoney Conference was organized in Bangladesh in 1994, 
where a large number of international investors and good number of world 
investment forum members had participated. The participants had concluded as the 
reason for not receiving desired investment is that Bangladesh was the absence of 
any rating agency, and even the country had not been rated officially by any 
international rating agency. In absence of the above , some of the international rating 
agencies , based on unfounded and partial information , rated Bangladesh as “C”, 
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Extraction Method: Principal Component Analysis.  
 Rotation Method: Varimax with Kaiser Normalization. 

Figure I: SScree plot of  factors orr unobserved variables 
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ABSTRACT 

The goal of this research is to identify key variables that can be used to evaluate 
guest house services from the guests’ perspective. One hundred thirty five guests  
were selected by judgement sampling procedure for the study. A multivariate 
analysis technique like “Factor Analysis” was used to identify the factors. The 
results shows that amenities and transport services, attached bathroom and bar 
services and food and discount facilities have emerged important factors for 
selecting guest houses. 

Keywords: Guest House, Hospitality Services, Factor Analysis 
 
 
INTRODUCTION 
 

Kakarvitta  is a neighbourhood in Mechinagar Municipality in Jhapa District of 
Mechi zone, Southeastern Nepal. Kakarvitta is the eastern terminus of Nepal’s east 
west Mahendra Highway at the country’s eastern border with Darjeeling District, 
West Bengal State, India. The Panitanki neighbourhood of Naxalbari is on the other 
side. There is a border checkpoint for third country nationals. Indian and Nepalese 
nationals cross without restriction(Wikipedia, 2016). Many people come to visit 
Kakarvitta from home and abroad.  To serve these people, a number of guest houses 
have developed in the area. As a source of revenue for many of the local people, the 
satisfaction of guests staying at the guest houses have became a increasingly 
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There is a positive relationship between fresh and tasty food with television 

(Table VII). 
 
Table VIII: Communalities 

 
 

Initial Extraction 

24 Hours Hot and Cold Running Water 1.000 .543 

All Rooms with Attached Bathroom 1.000 .907 
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Television 1.000 .944 

Comfortable Bed 1.000 .887 

Bar 1.000 .836 

Fresh and Tasty Food 1.000 .937 

Different Varieties of Food 1.000 .811 

STD and ISD Facilities 1.000 .874 

Availability of Domestic and International Air Tickets 1.000 .556 

Availability of Railway and Bus Tickets 1.000 .839 

Hiring Cars and Buses 1.000 .856 

Special Discount for Groups 1.000 .945 

Extraction Method: Principal Component Analysis. 
 

Higher communalities show higher importance of independent variables. Based 
on communalities, television, fresh and tasty food and all rooms with attached 
bathroom are important independent variables (Table VIII). 
 
Table IX: Initial Eigenvalues 

Component Total % of Variance 
Cumulative 

% 

1 6.329 52.741 52.741 

2 2.019 16.829 69.570 

3 1.586 13.218 82.788 
 
Only factors with Eigen values equal to or  greater than one were considered 

significant and chosen for interpretation (Table IX). 
 

Table X: Rotated Component Matrix (a) 

 
 

Component 

1 2 3 

Hiring Cars and Buses .887 .257 -.044 
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Availability of Railway and Bus Tickets -.861 .299 -.086 

Comfortable Bed .854 -.345 .195 

STD and ISD Facilities .812 -.460 -.064 

Fresh and Tasty Food .769 -.483 .334 

Television .734 -.467 .433 

All Rooms with Attached Bathroom .037 .928 -.208 

Bar -.469 .784 .044 

Availability of Domestic and International 
Air Tickets 

-.401 .613 .138 

Different Varieties of Food -.144 .078 .885 

Special Discount for Groups -.149 .456 -.845 

24 Hours Hot and Cold Running Water .377 .105 .625 

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

 
Only items with loadings of 0.50 or higher were included. From the varimax 

rotated factor matrix, three factors deemed appropriate for this study contained a 
total of 12 items.The factors were termed amenities and transport services, attached 
bathroom and bar services and food and discount facilities (Table X). 
 
 
CONCLUSION 
 

It is established from this study that amenities and transport services, attached 
bathroom and bar services and food and discount facilities have emerged important 
factors for selecting guest house. Moreover, guest house managers are advised to 
aim at a balance in their focus on non core and core elements of service, and at 
concentrating on those elements that have the highest importance for their guests. In 
future, this may affect the profitability and survivality of the hotels. 
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situation of credit rating industry of Bangladesh?  But, it is still unattended by any 
academic discussion about the credit rating agencies in Bangladesh, their inception, 
current status and impact of ratings. This study was embarked to pursue the 
objectives to explore the rating agencies in Bangladesh, what is rating in practice 
and its current state.  

 
 

PROBLEM STATEMENT 
 

The best credit rating score and the worst credit crunch comes simultaneously in 
Bangladesh! In 1996, the 42 year old Dhaka stock exchange becomes a hot air 
balloon as for an example, a stock with Taka 100 face/par value was sold at Taka 
26,000 in the month of July, but just right after a week, the fuss of hot balloon 
reached to rock bottom as the price got down to below taka 1,000. 

That all made for a simple, clichéd narrative; uncouth and ambitious foreigners 
arrived in Dhaka, made buckets of money and lots of enemies within before it all 
ended in tears! That means the companies with smooth window dressed earnings 
tried to mean that their companies are the best ones evidenced by superior credit 
ratings, the problems are beyond the outside edge of their companies. 

Exactly identical echo uttered in 2010 in the advent of both summit and nadir of 
indices of Dhaka and Chittagong Stock Exchanges when a share with face/par value 
of Taka 100 reached at Taka 125,000 and fall down to Taka 12,000 within a week. 
Besides, recent financial scandal contagion engulfs all the corporate skyline of 
Bangladesh and a glimpse is as follows: 

In May 2012, a report from the Bangladesh Bank revealed that the Ruposhi 
Bangla Hotel Branch of the state run Sonali Bank , Bangladesh Government’s 
largest commercial bank , illegally distributed (as loans) Taka 36.48 billion (US$460 
million) to the borrowers that would convert the loans as bad (fake) during 2010 to 
2012. The biggest chunk of TK 26.86 billion (US$340 million) went to the notorious 
Hall-Mark Group. Other companies that benefited included: (1) T and Brothers, 
Taka 6.10 billion; (2) Paragon Group, Taka 1.47 billion, (3) Nakshi Knit, Taka 660 
million, (4) DN Sports, Taka 330 million; (5) Khanjahan Ali , Taka 50 million. 

These above noted issues are considered to be the country’s largest 
banking/financial scandal where both the banks and their borrowers were rated by 
the credit rating agencies before the inception of making the loans. It dwarfs preview 
fraud cases, such as a Taka 6.2 billion Letter of Credit fraud in Chittagong in 2007, a 
Taka 5.96 billion fraudulent withdrawal from Oriental Bank in 2006, and a Taka 3 
billion forgery scandal in 2002; although it is still smaller than the recent Destiny 
Group multilevel marketing scam, which is estimated at Taka 45 billion 
(Farashuddin, 2012). 
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What happened to those above noted companies whose credit ratings were 
superior! How do the most notorious companies buy superior credit rating? It is very 
noteworthy that all these organizations were given loan after they had got their 
credit ratings with good standing from the credit rating agencies. 

The all above noted corporate houses along with all their host banks (that made 
loans to them) standing with very good credit ratings from the Credit Rating 
Agencies (CRAs) but they fumbled down to the ground by jeopardizing the lives of 
millions of stakeholders (depositors, investors, lenders, creditors, government and 
all the others as well).The events stated above ignite the interest of the author to 
pursue this study. 

 
 

OBJECTIVE OF THE STUDY 
 

To explore about development of credit rating agencies in Bangladesh and their 
current standing; 

 
 

METHODOLOGY OF THIS EXPLORATORY STUDY 
 

This study on credit rating agencies in Bangladesh is purely an exploratory one, 
as no comprehensive study has been conducted of this nature in Bangladesh.  

 
 

DEVELOPMENT OF CREDIT RATING AGENCIES IN BANGLADESH 
 
Credit Rating Agencies in Bangladesh 
 
History of domestic credit rating in Bangladesh 

The history of domestic credit rating in Bangladesh is not old at all; rather it was 
given birth in 1996 but the first operating license offered in 2002. Prior to this time, 
the lingo, “Credit Rating” was a text book phrase in Bangladesh. 
Conception and Inception 

The first ever Euromoney Conference was organized in Bangladesh in 1994, 
where a large number of international investors and good number of world 
investment forum members had participated. The participants had concluded as the 
reason for not receiving desired investment is that Bangladesh was the absence of 
any rating agency, and even the country had not been rated officially by any 
international rating agency. In absence of the above , some of the international rating 
agencies , based on unfounded and partial information , rated Bangladesh as “C”, 
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which meant a highly speculative and risky country for investment. Under the above 
backdrop, the Bangladesh Securities and Exchange Commission (BSEC) took the 
initiative to encourage the private sector to come forward to float rating agencies. As 
part of this initiative, the first ever Bangladeshi credit rating agency was floated in 
the month of July, 1996 and the name of the agency is “Credit Rating Information 
and Services Limited (CRISL)”. 
Regulatory Framework 

Up to 1996 there was no regulatory framework for promoting and controlling the 
operation of rating agencies as there was no credit rating agency in Bangladesh then. 
The BSEC after reviewing the operating procedure of the regional rating agencies 
promulgated the “Credit Rating Companies Rules, 1996” in 1996, making it 
mandatory for the rating agencies to have joint venture with any international rating 
agency as a part of licensing requirement. 
Present Scenario of Domestic Credit Rating Agencies of Bangladesh 
Domestic Credit Rating Agencies of Bangladesh 

Credit rating agencies perform credit rating assignment of various entities and 
debt instruments. In Bangladesh they are known as External Credit Assessment 
Institution (ECAI). Elkhoury [2008] explains that rating agencies fall into the two 
categories: (i) recognized; and (ii) non-recognized. The former are recognized by 
supervisors in each county for regulatory purpose. In Bangladesh there are four 
regulatory authorities: (i) Bangladesh Securities and Exchange Commission; (ii) 
Bangladesh Bank; (iii) Insurance Development and Regulatory Authority of 
Bangladesh; and (iv) Association of Credit Rating Agencies in Bangladesh.  
These regulatory authorities recognize the following eight local credit rating 
agencies: 

Credit Rating Information and Services Ltd (CRISL); 
Credit Rating Agency of Bangladesh Ltd ( CRAB); 
Emerging Credit Rating Ltd (ECRL); 
National Credit Rating Ltd (NCRL); 
Alpha Credit Rating Ltd (ALPHA); 
WASO Credit Rating Company (BD) Ltd (WASO);  
Argus Credit Rating Services Ltd ( ARGUS); 
The Bangladesh Rating Agency Ltd (BDRAL);  

International CRAs in Bangladesh 
Apart from these Credit Rating Agencies the Bangladeshi Regulatory 

Authorities also recognize the following international credit rating agencies  
Standard & Poor’s (S&P) 
Fitch Ratings 
Moody’s Investor Service (Moody’s) 
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Figure I: SScree plot of  factors orr unobserved variables 
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ABSTRACT 

The goal of this research is to identify key variables that can be used to evaluate 
guest house services from the guests’ perspective. One hundred thirty five guests  
were selected by judgement sampling procedure for the study. A multivariate 
analysis technique like “Factor Analysis” was used to identify the factors. The 
results shows that amenities and transport services, attached bathroom and bar 
services and food and discount facilities have emerged important factors for 
selecting guest houses. 
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INTRODUCTION 
 

Kakarvitta  is a neighbourhood in Mechinagar Municipality in Jhapa District of 
Mechi zone, Southeastern Nepal. Kakarvitta is the eastern terminus of Nepal’s east 
west Mahendra Highway at the country’s eastern border with Darjeeling District, 
West Bengal State, India. The Panitanki neighbourhood of Naxalbari is on the other 
side. There is a border checkpoint for third country nationals. Indian and Nepalese 
nationals cross without restriction(Wikipedia, 2016). Many people come to visit 
Kakarvitta from home and abroad.  To serve these people, a number of guest houses 
have developed in the area. As a source of revenue for many of the local people, the 
satisfaction of guests staying at the guest houses have became a increasingly 
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important both for the guests as well as for the service providers (Habib and Islam, 
2009)  
 
 
LITERATURE REVIEW 
 
So far we know, a large number of research studies, articles relating to various 
aspects of guest house services have been published home and abroad. However, 
critical reviews of some of the important research studies/articles have been made in 
this study. Radder and Wang (2006) determined similarities and differences in 
business travellers’ expectations and managers’ perceptions of the service provided 
by guest houses.Business travellers deemed secure parking and the professionalism 
of staff as the most important attributes, while guest house managers thought it 
would be friendliness of front desk staff and efficient handling of complaints. 
Knutson et al (2009) identified the underlying dimensions of a guests’ hotel 
experience. Goswami and Sarma(2014) explored the role of re-enacted and 
transitory delight in the management of customer delight  in hotels.  

Faruqui (2013) aimed at identifying the factors that are considered to be 
important for the satisfaction of the guests staying at the different guest houses 
located in Khagrachari. The results of that study showed that Services, Value Added 
Services and Reservation System are the most important factors to determine the 
satisfaction of the guests living in the guest houses of Khagrachari. 

Thus it appears from the preceding discussions that guests’ attitude towards 
guest house services has not been addressed in Nepal. It would, therefore, not be 
unjustified to state that present study is the first of its kind in Nepal and can be used 
for guidelines for the similar studies in years ahead. 
 
 
 OBJECTIVES OF THE STUDY 
 

The study has been conducted keeping the following objectives in mind: 
It aims to document variables and services perceived to be important by guests 
when staying guest houses. 
This study aims to rank the level of importance of  key variables and guest house 
services. 
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Television 1.000 .944 

Comfortable Bed 1.000 .887 

Bar 1.000 .836 

Fresh and Tasty Food 1.000 .937 

Different Varieties of Food 1.000 .811 

STD and ISD Facilities 1.000 .874 

Availability of Domestic and International Air Tickets 1.000 .556 

Availability of Railway and Bus Tickets 1.000 .839 

Hiring Cars and Buses 1.000 .856 

Special Discount for Groups 1.000 .945 

Extraction Method: Principal Component Analysis. 
 

Higher communalities show higher importance of independent variables. Based 
on communalities, television, fresh and tasty food and all rooms with attached 
bathroom are important independent variables (Table VIII). 
 
Table IX: Initial Eigenvalues 

Component Total % of Variance 
Cumulative 

% 

1 6.329 52.741 52.741 

2 2.019 16.829 69.570 

3 1.586 13.218 82.788 
 
Only factors with Eigen values equal to or  greater than one were considered 

significant and chosen for interpretation (Table IX). 
 

Table X: Rotated Component Matrix (a) 

 
 

Component 

1 2 3 

Hiring Cars and Buses .887 .257 -.044 
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Availability of Railway and Bus Tickets -.861 .299 -.086 

Comfortable Bed .854 -.345 .195 

STD and ISD Facilities .812 -.460 -.064 

Fresh and Tasty Food .769 -.483 .334 

Television .734 -.467 .433 

All Rooms with Attached Bathroom .037 .928 -.208 

Bar -.469 .784 .044 

Availability of Domestic and International 
Air Tickets 

-.401 .613 .138 

Different Varieties of Food -.144 .078 .885 

Special Discount for Groups -.149 .456 -.845 

24 Hours Hot and Cold Running Water .377 .105 .625 

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

 
Only items with loadings of 0.50 or higher were included. From the varimax 

rotated factor matrix, three factors deemed appropriate for this study contained a 
total of 12 items.The factors were termed amenities and transport services, attached 
bathroom and bar services and food and discount facilities (Table X). 
 
 
CONCLUSION 
 

It is established from this study that amenities and transport services, attached 
bathroom and bar services and food and discount facilities have emerged important 
factors for selecting guest house. Moreover, guest house managers are advised to 
aim at a balance in their focus on non core and core elements of service, and at 
concentrating on those elements that have the highest importance for their guests. In 
future, this may affect the profitability and survivality of the hotels. 
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Annexure 
 
Table A I. List of Hotels in Kakarvitta Covered During this Study 

SL  No. Name of the Hotel 

1 New Moonlight Hotel and Lodge 
2 Hotel Batika 
3 Assam Hotel 
4 Hotel Gateway 
5 Kamana Guest House 
6 Koshi Hotel 
7 Sainik Hotel 
8 Hotel Beni 
9 Hotel Sirijunga 
10 Hotel Lumbini 
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What happened to those above noted companies whose credit ratings were 
superior! How do the most notorious companies buy superior credit rating? It is very 
noteworthy that all these organizations were given loan after they had got their 
credit ratings with good standing from the credit rating agencies. 

The all above noted corporate houses along with all their host banks (that made 
loans to them) standing with very good credit ratings from the Credit Rating 
Agencies (CRAs) but they fumbled down to the ground by jeopardizing the lives of 
millions of stakeholders (depositors, investors, lenders, creditors, government and 
all the others as well).The events stated above ignite the interest of the author to 
pursue this study. 
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current standing; 

 
 

METHODOLOGY OF THIS EXPLORATORY STUDY 
 

This study on credit rating agencies in Bangladesh is purely an exploratory one, 
as no comprehensive study has been conducted of this nature in Bangladesh.  

 
 

DEVELOPMENT OF CREDIT RATING AGENCIES IN BANGLADESH 
 
Credit Rating Agencies in Bangladesh 
 
History of domestic credit rating in Bangladesh 

The history of domestic credit rating in Bangladesh is not old at all; rather it was 
given birth in 1996 but the first operating license offered in 2002. Prior to this time, 
the lingo, “Credit Rating” was a text book phrase in Bangladesh. 
Conception and Inception 

The first ever Euromoney Conference was organized in Bangladesh in 1994, 
where a large number of international investors and good number of world 
investment forum members had participated. The participants had concluded as the 
reason for not receiving desired investment is that Bangladesh was the absence of 
any rating agency, and even the country had not been rated officially by any 
international rating agency. In absence of the above , some of the international rating 
agencies , based on unfounded and partial information , rated Bangladesh as “C”, 
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which meant a highly speculative and risky country for investment. Under the above 
backdrop, the Bangladesh Securities and Exchange Commission (BSEC) took the 
initiative to encourage the private sector to come forward to float rating agencies. As 
part of this initiative, the first ever Bangladeshi credit rating agency was floated in 
the month of July, 1996 and the name of the agency is “Credit Rating Information 
and Services Limited (CRISL)”. 
Regulatory Framework 

Up to 1996 there was no regulatory framework for promoting and controlling the 
operation of rating agencies as there was no credit rating agency in Bangladesh then. 
The BSEC after reviewing the operating procedure of the regional rating agencies 
promulgated the “Credit Rating Companies Rules, 1996” in 1996, making it 
mandatory for the rating agencies to have joint venture with any international rating 
agency as a part of licensing requirement. 
Present Scenario of Domestic Credit Rating Agencies of Bangladesh 
Domestic Credit Rating Agencies of Bangladesh 

Credit rating agencies perform credit rating assignment of various entities and 
debt instruments. In Bangladesh they are known as External Credit Assessment 
Institution (ECAI). Elkhoury [2008] explains that rating agencies fall into the two 
categories: (i) recognized; and (ii) non-recognized. The former are recognized by 
supervisors in each county for regulatory purpose. In Bangladesh there are four 
regulatory authorities: (i) Bangladesh Securities and Exchange Commission; (ii) 
Bangladesh Bank; (iii) Insurance Development and Regulatory Authority of 
Bangladesh; and (iv) Association of Credit Rating Agencies in Bangladesh.  
These regulatory authorities recognize the following eight local credit rating 
agencies: 

Credit Rating Information and Services Ltd (CRISL); 
Credit Rating Agency of Bangladesh Ltd ( CRAB); 
Emerging Credit Rating Ltd (ECRL); 
National Credit Rating Ltd (NCRL); 
Alpha Credit Rating Ltd (ALPHA); 
WASO Credit Rating Company (BD) Ltd (WASO);  
Argus Credit Rating Services Ltd ( ARGUS); 
The Bangladesh Rating Agency Ltd (BDRAL);  

International CRAs in Bangladesh 
Apart from these Credit Rating Agencies the Bangladeshi Regulatory 

Authorities also recognize the following international credit rating agencies  
Standard & Poor’s (S&P) 
Fitch Ratings 
Moody’s Investor Service (Moody’s) 
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Who are the regulators for CRAs in Bangladesh? 
For domestic credit rating agencies of Bangladesh, the regulatory agencies and 

their guidelines are listed below: 
In Bangladesh there are four regulatory authorities: (i) Bangladesh Securities and 

Exchange Commission, (ii) Bangladesh Bank; (iii) Insurance Development and 
Regulatory Authority of Bangladesh; and (iv) Association of Credit Rating Agencies 
in Bangladesh. 
Key regulator for Credit Rating Agencies is Bangladesh Securities and Exchange 
Commission (BSEC). BSEC has been one of the prime regulators for CRAs, as they 
hold the authority to issue license and monitor quarterly to the CRAs, it also 
oversees the compliance requirement and rules laid down by Credit Rating 
Companies Rules, 1996. 
Limitations of Credit Rating Companies Rules, 1996 

Rule VI mentions that the Bangladesh Securities and Exchange Commission 
(BSEC) has power to cancel or suspend the registration of a credit rating agency if 
the agency has contravened any provision or has otherwise failed to comply with 
any requirement of the Bangladesh Securities and Exchange Commission (BSEC) 
Ordinance, 1996 or any rules given by the Commission if it considers necessary in 
the public interest to do so. There are many rules in Credit Rating Companies Rules, 
1996 which have been made according to international standard practice but which 
need to be revised or rephrased according to practical scenario of Bangladesh. 
Hence, it is not possible to fulfill all the requirements of the rules and contravention 
of such rules may make it liable to have registration cancelled. It may be proposed to 
the Commission to make an amendment to the rules to incorporate more definite and 
concrete situations where credit rating companies can have their registration 
canceled or suspended. 

No definition/description has been given regarding the compliance report 
submission in rule IV (g). Compliance issues have not been defined properly and 
work of compliance officer needs to be addressed more. Professional qualification 
has not been described in the rules. Such as analyst when reviewing/analyzing or 
rating a certain company or an industry, their level of qualification has not been 
described in details. This is a major issue which needs to be addressed in more 
details. 
Regulation for Rating the Insurance Companies 

For credit rating assessment of insurance companies, the respective regulatory 
authority is Insurance Development and Regulatory Authority of Bangladesh 
(IDRA). To perform credit assessment, credit rating companies can be recognized as 
a credit rating institution by IDRA. Circular of Chief Controller of Insurance No. 
21/21/98-39-76 dated March 27, 2007 requires all general insurance companies to 
get credit rating assessment every two years. Further to that, a circular issued by 
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ABSTRACT 

The goal of this research is to identify key variables that can be used to evaluate 
guest house services from the guests’ perspective. One hundred thirty five guests  
were selected by judgement sampling procedure for the study. A multivariate 
analysis technique like “Factor Analysis” was used to identify the factors. The 
results shows that amenities and transport services, attached bathroom and bar 
services and food and discount facilities have emerged important factors for 
selecting guest houses. 

Keywords: Guest House, Hospitality Services, Factor Analysis 
 
 
INTRODUCTION 
 

Kakarvitta  is a neighbourhood in Mechinagar Municipality in Jhapa District of 
Mechi zone, Southeastern Nepal. Kakarvitta is the eastern terminus of Nepal’s east 
west Mahendra Highway at the country’s eastern border with Darjeeling District, 
West Bengal State, India. The Panitanki neighbourhood of Naxalbari is on the other 
side. There is a border checkpoint for third country nationals. Indian and Nepalese 
nationals cross without restriction(Wikipedia, 2016). Many people come to visit 
Kakarvitta from home and abroad.  To serve these people, a number of guest houses 
have developed in the area. As a source of revenue for many of the local people, the 
satisfaction of guests staying at the guest houses have became a increasingly 
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important both for the guests as well as for the service providers (Habib and Islam, 
2009)  
 
 
LITERATURE REVIEW 
 
So far we know, a large number of research studies, articles relating to various 
aspects of guest house services have been published home and abroad. However, 
critical reviews of some of the important research studies/articles have been made in 
this study. Radder and Wang (2006) determined similarities and differences in 
business travellers’ expectations and managers’ perceptions of the service provided 
by guest houses.Business travellers deemed secure parking and the professionalism 
of staff as the most important attributes, while guest house managers thought it 
would be friendliness of front desk staff and efficient handling of complaints. 
Knutson et al (2009) identified the underlying dimensions of a guests’ hotel 
experience. Goswami and Sarma(2014) explored the role of re-enacted and 
transitory delight in the management of customer delight  in hotels.  

Faruqui (2013) aimed at identifying the factors that are considered to be 
important for the satisfaction of the guests staying at the different guest houses 
located in Khagrachari. The results of that study showed that Services, Value Added 
Services and Reservation System are the most important factors to determine the 
satisfaction of the guests living in the guest houses of Khagrachari. 

Thus it appears from the preceding discussions that guests’ attitude towards 
guest house services has not been addressed in Nepal. It would, therefore, not be 
unjustified to state that present study is the first of its kind in Nepal and can be used 
for guidelines for the similar studies in years ahead. 
 
 
 OBJECTIVES OF THE STUDY 
 

The study has been conducted keeping the following objectives in mind: 
It aims to document variables and services perceived to be important by guests 
when staying guest houses. 
This study aims to rank the level of importance of  key variables and guest house 
services. 
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Availability of Railway and Bus Tickets -.861 .299 -.086 

Comfortable Bed .854 -.345 .195 

STD and ISD Facilities .812 -.460 -.064 

Fresh and Tasty Food .769 -.483 .334 

Television .734 -.467 .433 

All Rooms with Attached Bathroom .037 .928 -.208 

Bar -.469 .784 .044 

Availability of Domestic and International 
Air Tickets 

-.401 .613 .138 

Different Varieties of Food -.144 .078 .885 

Special Discount for Groups -.149 .456 -.845 

24 Hours Hot and Cold Running Water .377 .105 .625 

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

 
Only items with loadings of 0.50 or higher were included. From the varimax 

rotated factor matrix, three factors deemed appropriate for this study contained a 
total of 12 items.The factors were termed amenities and transport services, attached 
bathroom and bar services and food and discount facilities (Table X). 
 
 
CONCLUSION 
 

It is established from this study that amenities and transport services, attached 
bathroom and bar services and food and discount facilities have emerged important 
factors for selecting guest house. Moreover, guest house managers are advised to 
aim at a balance in their focus on non core and core elements of service, and at 
concentrating on those elements that have the highest importance for their guests. In 
future, this may affect the profitability and survivality of the hotels. 

 
 
 

 
 
 
 
 

57 
 

 
REFERENCES 
 
Farhan, F. (2013). “Factors Influencing the Satisfaction of Clients towards Guest 

Houses: A Study on Khagrachari District of Bangladesh”, European Journal of 
Business and Management, 5(13), 176-184. 

Goswami & Sarma (2014). “Management of Guest Delight in Hotels: An 
Exploratory Study”,  18(1),  29-45. 

Habib , M. W. & Islam , N. (2009). “A Study on Guest Satisfaction of Different 
Guest Houses in Bangladesh: A Case of Bandarban Area”, The Second 
International Conference of GBMF 2009: World Financial Crisis and Global 
Business Challenges, Global Business and Management Forum(GBMF),USA 
and Department of Finance, University of Dhaka, Dhaka, 22-23 December,2009. 

Knutson et al (2009). “Identifying the Dimensions of the Guests’ Hotel Experience”, 
      Cornell Hospitality Quarterly, 50(1), 44-55.  
Radder & Wang (2006). “Dimensions of Guest House Service: Managers’ 

Perceptions and Business Travellers’ Expectations”, International Journal of 
Contemporary Hospitality Management, 18(7), 554-62. 

Wikipedia (2016). Available at: www.wikipedia.org (Accessed on 7th July, 2016). 
 
 

Annexure 
 
Table A I. List of Hotels in Kakarvitta Covered During this Study 

SL  No. Name of the Hotel 

1 New Moonlight Hotel and Lodge 
2 Hotel Batika 
3 Assam Hotel 
4 Hotel Gateway 
5 Kamana Guest House 
6 Koshi Hotel 
7 Sainik Hotel 
8 Hotel Beni 
9 Hotel Sirijunga 
10 Hotel Lumbini 
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which meant a highly speculative and risky country for investment. Under the above 
backdrop, the Bangladesh Securities and Exchange Commission (BSEC) took the 
initiative to encourage the private sector to come forward to float rating agencies. As 
part of this initiative, the first ever Bangladeshi credit rating agency was floated in 
the month of July, 1996 and the name of the agency is “Credit Rating Information 
and Services Limited (CRISL)”. 
Regulatory Framework 

Up to 1996 there was no regulatory framework for promoting and controlling the 
operation of rating agencies as there was no credit rating agency in Bangladesh then. 
The BSEC after reviewing the operating procedure of the regional rating agencies 
promulgated the “Credit Rating Companies Rules, 1996” in 1996, making it 
mandatory for the rating agencies to have joint venture with any international rating 
agency as a part of licensing requirement. 
Present Scenario of Domestic Credit Rating Agencies of Bangladesh 
Domestic Credit Rating Agencies of Bangladesh 

Credit rating agencies perform credit rating assignment of various entities and 
debt instruments. In Bangladesh they are known as External Credit Assessment 
Institution (ECAI). Elkhoury [2008] explains that rating agencies fall into the two 
categories: (i) recognized; and (ii) non-recognized. The former are recognized by 
supervisors in each county for regulatory purpose. In Bangladesh there are four 
regulatory authorities: (i) Bangladesh Securities and Exchange Commission; (ii) 
Bangladesh Bank; (iii) Insurance Development and Regulatory Authority of 
Bangladesh; and (iv) Association of Credit Rating Agencies in Bangladesh.  
These regulatory authorities recognize the following eight local credit rating 
agencies: 

Credit Rating Information and Services Ltd (CRISL); 
Credit Rating Agency of Bangladesh Ltd ( CRAB); 
Emerging Credit Rating Ltd (ECRL); 
National Credit Rating Ltd (NCRL); 
Alpha Credit Rating Ltd (ALPHA); 
WASO Credit Rating Company (BD) Ltd (WASO);  
Argus Credit Rating Services Ltd ( ARGUS); 
The Bangladesh Rating Agency Ltd (BDRAL);  

International CRAs in Bangladesh 
Apart from these Credit Rating Agencies the Bangladeshi Regulatory 

Authorities also recognize the following international credit rating agencies  
Standard & Poor’s (S&P) 
Fitch Ratings 
Moody’s Investor Service (Moody’s) 
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Who are the regulators for CRAs in Bangladesh? 
For domestic credit rating agencies of Bangladesh, the regulatory agencies and 

their guidelines are listed below: 
In Bangladesh there are four regulatory authorities: (i) Bangladesh Securities and 

Exchange Commission, (ii) Bangladesh Bank; (iii) Insurance Development and 
Regulatory Authority of Bangladesh; and (iv) Association of Credit Rating Agencies 
in Bangladesh. 
Key regulator for Credit Rating Agencies is Bangladesh Securities and Exchange 
Commission (BSEC). BSEC has been one of the prime regulators for CRAs, as they 
hold the authority to issue license and monitor quarterly to the CRAs, it also 
oversees the compliance requirement and rules laid down by Credit Rating 
Companies Rules, 1996. 
Limitations of Credit Rating Companies Rules, 1996 

Rule VI mentions that the Bangladesh Securities and Exchange Commission 
(BSEC) has power to cancel or suspend the registration of a credit rating agency if 
the agency has contravened any provision or has otherwise failed to comply with 
any requirement of the Bangladesh Securities and Exchange Commission (BSEC) 
Ordinance, 1996 or any rules given by the Commission if it considers necessary in 
the public interest to do so. There are many rules in Credit Rating Companies Rules, 
1996 which have been made according to international standard practice but which 
need to be revised or rephrased according to practical scenario of Bangladesh. 
Hence, it is not possible to fulfill all the requirements of the rules and contravention 
of such rules may make it liable to have registration cancelled. It may be proposed to 
the Commission to make an amendment to the rules to incorporate more definite and 
concrete situations where credit rating companies can have their registration 
canceled or suspended. 

No definition/description has been given regarding the compliance report 
submission in rule IV (g). Compliance issues have not been defined properly and 
work of compliance officer needs to be addressed more. Professional qualification 
has not been described in the rules. Such as analyst when reviewing/analyzing or 
rating a certain company or an industry, their level of qualification has not been 
described in details. This is a major issue which needs to be addressed in more 
details. 
Regulation for Rating the Insurance Companies 

For credit rating assessment of insurance companies, the respective regulatory 
authority is Insurance Development and Regulatory Authority of Bangladesh 
(IDRA). To perform credit assessment, credit rating companies can be recognized as 
a credit rating institution by IDRA. Circular of Chief Controller of Insurance No. 
21/21/98-39-76 dated March 27, 2007 requires all general insurance companies to 
get credit rating assessment every two years. Further to that, a circular issued by 
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METHODOLOGY 
 

For achievement of the above objective, a survey is carried out among a sample 
of guests in hotels in Kakarvitta during May 2012. The sample size consists of  135 
guests in 18 such hotels in Kakarvitta. Researchers’ judgement is used while 
selecting the respondents. Responses from the selected guests are obtained with the 
help of a well defined questionnaire . Judgement sampling method is used to identify 
guests.It may me noted that the scores on the independent variables were measured 
through five point Likered scaled questions.The statistical package, SPSS Version 
20, was used to perform the required descriptive statistics and exploratory factor 
analysis. 
 
 
RESULTS
 
Table I: Gender 

Gender Frequency Percent Valid Percent Cumulative Percent

Female 53 39.3 39.3 39.3 

Male 82 60.7 60.7 100.0 

Total 135 100.0 100.0  
 

Table I indicates that most of the respondents were male and their percentages 
were 61. 
 
Table II: Age 

Age Cohort Frequency Percent Valid Percent Cumulative Percent 

Less than 40 Years 47 34.8 34.8 34.8 

40-59 Years 49 36.3 36.3 71.1 

60 Years or Older 39 28.9 28.9 100.0 

Total 135 100.0 100.0  
 

The age distribution among three major demographic cohorts in this sample is as 
follows: above age sixty, 28.9 percent; age forty to fifty nine , 36.3; and under age 
forty , 34.8 percent(Table II). 
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Table III:  Monthly Income 

Monthly Income Frequency Percent
Valid 

Percent
Cumulative Percent 

Less than 50,000Tk. 29 21.5 21.5 21.5 

50,000Tk.-99,999Tk. 59 43.7 43.7 65.2 

100,000Tk or greater 47 34.8 34.8 100.0 

Total 135 100.0 100.0  
 

The income range for our sample tilts toward the upper side with 35 percent 
reporting incomes over 100,000 Tk, 44 percent between 50,000Tk and 99,999 Tk. 
Only 22 percent stated that they make less than 50,000Tk.(Table III). 
 
Table IV: Nights stayed in hotel in past 12 months 

Night Stay Frequency Percent Valid Percent
Cumulative 

Percent 

10 nights or fewer 89 65.9 65.9 65.9 

11-20 nights 28 20.7 20.7 86.7 

20 nights or more 18 13.3 13.3 100.0 

Total 135 100.0 100.0  
 

Sixty six percent of guests said they stayed in a guest house ten nights or less 
 (Table IV). 
 
Table V: Purpose of trips 

Purpose of Visit Frequency Percent Valid Percent 
Cumulative 

Percent 

Official 20 14.8 14.8 14.8 

Business 78 57.8 57.8 72.6 

Leisure 37 27.4 27.4 100.0 

Total 135 100.0 100.0  
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11 Hotel Fewa 
12 Hotel Bidhan 
13 Hotel Sagarmata 
14 Hotel Unique Palace 
15 Laligurash Guest House 
16 Hotel Pushpanjali and Lodge 
17 Mountain Hotel and Lodge 
18 Raja Hotel 

Source: Field Survey 
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ABSTRACT  

A key dilemma for credit rating agencies (CRAs) is how they act during the time 
of rating (whether neutrally or not) as their principal sources of revenue come from 
whose products they are rating (client/issuers). The severe competitions among the 
CRAs infuse them to grab the clienteles and retain them even by giving favorable 
rating. This very issue elicits the possibility of existence of conflict of interest among 
the CRAs and the issuers. This further ignites the unhealthy competition among 
CRAs , particularly in a very small country like Bangladesh where the number of 
CRA is not paucity in numbers ( specifically eight CRAs in Bangladesh whereas in 
USA, the biggest corporate space of the world has only three major CRAs and only 
the two- Moody’s and S&P are dominant). The ratings provided by CRAs are now 
challenged very frequently and they are vehemently commented. The very common 
observation about the rating is that CRAs are more relaxed during the boom years 
and vice versa. And the paradox of competition among CRAs reduces the efficiency 
and quality of ratings since it facilitates ratings shopping for the clients/issuers and 
results in excessively high reported ratings.  

Key words: Credit Rating, Credit Rating Agencies (CRAs), Rating Shopping, 
Barriers to entry for CRAs. 
 
 
BACKGROUND AND GENESIS OF THE STUDY 
 

CRAs should rate the financial instruments issued by corporate houses like 
corporate bonds. But, the scenario of Bangladesh is entirely different as due to lack 
of credit rating opportunity, particularly the financial instruments of the 
issuers/companies. Rather the CRAs rate the commercial banks and their borrowers. 
And, then these commercial banks and their clients promote their business by 
displaying their credit ratings in all of their promotional materials. Bangladesh has 
had difficulty improving the performance of its corporate and financial markets, 
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Banking Regulation and Policy Department (BRPD) No.06 dated March 13, 2011 
also made it mandatory for general insurance companies to get credit rating 
assessment.  

 
 

CREDIT RATING – UNDERLYING CONCEPT AND PRINCIPLES 

Concept of Credit Rating and Relevant Issues 
 
Rationale behind Credit Rating 

Credit Rating provides various benefits such as it gives insight of financial 
health of a company. Since financial risk analysis is a major component of a credit 
rating report, reading this particular section will give the user an idea how sound the 
financial health of the obligor is. Another benefit of credit rating is that its 
comparability, if two entities are operating in the same industry; they are rated and 
the grades are presented to an investor, simply, by taking the grades into account the 
investor shall understand which entity has higher credit risk. This is why credit 
rating particularly helpful for an issuer as well with little or no credit history (New 
Company or a company which never borrowed before), as less well known issuers 
gains market access by having information and analysis of their credit widely 
available on comparable basis (Peterson , 2013). 
Roy (2005) states that “ In May 2003, the Basel Committee on Banking Supervision 
released its third and final consultative paper on the New Basel Capital Accord, 
which is meant to replace the 1988 capital adequacy framework by a more risk 
sensitive approach. One year later , on June 26,2004, central bank governors and the 
head of the bank supervisory authorities form the G-10 countries endorsed the new 
framework commonly known as Basel II’’. 

The Basel Committee has developed two approaches for calculating regulatory 
capital for risk, the so-called “standardized approach” and “internal ratings based 
approach” (hereafter IRB). The standardized approach uses external rating such as 
those provided by ECAI to determine risk weights for capital charges, whereas the 
IRB allows banks to develop their own internal ratings for risk weighting purpose 
subject to the meeting of specific criteria and supervisory approval. Large 
International Financial Institution usually opts for IRB however the small and 
medium financial institution does not have necessary funds to adapt IRB so it 
usually chooses standardized approach to calculate regulatory capital risk. In 
compliance to international standards Bangladesh Bank has made the guidelines 
statutory for all scheduled banks in Bangladesh form January 01, 2010. Basel II 
attempts to integrate Basel capital standards with national regulations by setting the 
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lowest capital requirements of financial institutions with the goal of ensuring 
organization or institute iniquity.   
What is Credit Rating? 

Credit rating is the assessment of the credit worthiness of a particular borrower 
with reference to a particular debt or financial obligations. Ability to pay debt is 
known as “creditworthiness”. Credit rating usually appears in from if alphabetical 
letter grades such AAA, A+, BBB etc. Usually a credit rating grade is inversely 
proportional to default risk which means higher the grade lower the default risk. A 
credit rating can be assigned to any institution that intends to borrow money; any 
individual, government, proprietorship business, partnership business, company or a 
government institution may opt for credit rating for the propose of borrowing funds. 
These are known as entity ratings. Credit rating is also applicable for the issuance of 
common stock. Typically the entity who is applying for credit rating is known as 
obligor. 

As article of S&P states “From a slightly different perspective, credit ratings are 
a specialized type of securities research, similar to what independent securities 
analysis and analysts at sell side firms produce. Like such research, credit ratings 
embody forward looking opinions designed to contribute an investor’s decision 
making process. However, instead of providing opinions about the overall 
investment merit of specific securities or types of securities (which embodies many 
different dimensions, including creditworthiness), credit rating addresses 
creditworthiness only. Accordingly, credit rating agencies operate only in the fixed 
income arena, while securities analysis covers the entire landscape of the capital 
markets. In addition Peterson (2013) states that an ideal credit rating should have 
three major attributes: (i) transparent, (ii) comparable and (iii) forward looking. But, 
what’s the scope of credit rasting? This is immensely important as sometimes it is 
assumed that ratings are primarily based on publicly available information (Larrain 
et al. 1997) 
What Credit Rating is not? 

Credit rating only takes financial risk into account and does not consider other 
risks.  One should not use credit rating as investment advice and should not hold it 
as recommendation to buy sell or hold securities. According to the president of 
Standard & Poor’s Douglas L Peterson “Credit Rating addresses only one aspect of 
a debt instrument-credit quality”. Elkuhoury (2008) explains about two types of 
CRAs and they are recognized and non-recognized and the recognized status is 
given by the regulators of respective country.  
Credit Rating vs. Auditing 

Although there are some similarities but there are also quite substantial 
differences between these two assignments. Credit rating is a continuous process. 
Upon assigning as final credit rating grade to the firm or security, the CRA can re 
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