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4

Abstract5

The credit card industry in Bangladesh is seeing an increasing number of users for the past6

few years. This paper studies the reason behind the using behavior of customers of credit7

cards. The paper starts with a brief description credit card and how it developed worldwide8

and came to Bangladesh. It also discusses the current situation of the credit card industry in9

the country. After that some literary works were explored to get an idea on what studies have10

been done on this industry. These works guided the works done in this study. The latter part11

discusses the data collection and analysis to conduct the research. The paper used two types12

of analyses to study the credit card use in Bangladesh. Before that it tested the usability of13

the data collected and filtered. After that, it identified components like convenience, social14

status, attributes of the credit card and additional benefits provided as some key factors15

affecting the users? perception and using behavior. It also examines the effect of demographic16

variables on the using behavior of the customers of credit card. As a whole, the paper studied17

the using pattern of Bangladeshi customers regarding the continuity of using credit cards.18

19

Index terms— credit card, convenience, social status, using behavior, perception.20
echnology has brought about revolutionary changes not only in the favor of checks but also in the favor of21

cash. This change is introduced as the E-money or Electric money. The first form of electric money was Debit22
Card. ANZ Grind lays Bank (now Standard Chartered) first started acquiring international card brands like23
MasterCard and Visa Card back in 1989 through a limited Merchant Network. It also became the first bank to24
issue MasterCard and Visa credit cards in this country on January 1, 1997. Nowadays, all major banks provide25
this invaluable service.26

A credit card allows consumers to purchase products or services without cash and to pay for them at a later27
date. A credit card is not just a plastic card but the benefit it provides to the customer is doubtlessly outstanding.28
A credit card is a secured way of transaction and also it is very easy for the users. It almost became past when29
people used to carry a bulk amount of money to purchase any expensive things. To qualify for this type of credit,30
the consumer must open an account with a bank or company, which sponsors a card. They then receive a line31
of credit with a specified dollar amount. They can use the card to make purchases from participating merchants32
until they reach this credit limit.33

In recent years banking industry in Bangladesh has been experiencing a dramatic growth. Use of credit card,34
a product of banks, is a relatively new phenomenon in Bangladesh, and its market has been growing rapidly with35
the increasing acceptability of plastic money in numerous outlets.36

A credit card offers a lot of facilities to the users. The dual currency credit card has reduced the pain that37
we had to take before the innovation of credit card. It is a bit problematic to carry the loads of foreign currency38
while roaming abroad. The dual currency credit card allows the foreign currency part of the credit card will39
be connected to this entitlement, provided the necessary dollar endorsement had been made on the passport by40
own bank. Checking into good hotels also got lot easier than before as a credit card is generally required as a41
guarantee during stay at hotel.42

Along with the good sides there are also some bad sides regarding uses of credit cards. First of all a thief43
can easily steal the credit card if we do not look an eye on it properly. If anyone steals it and we do not notice44
then he can use it anywhere he wants. Though there are ways to make the card disable for the stealer for which45
we have to inform it to that particular bank. Most of the banks keep a 24/7 service for managing credit card.46
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2 CHAPTER 2 II. LITERATURE REVIEW

Although there is a microchip embedded on the credit card that secures the transaction for a customer. But in47
the big shopping malls the agents who are expert in copying those pin numbers.48

However, these are the things associated with using a credit card. Despite this research attempted to find out49
more from the user by following specific manner.50

1 b) Research Question51

2 Chapter 2 II. Literature Review52

There are few papers and publications regarding the credit card in Bangladesh. However, those are not enough.53
Various banks are offering different credit cards to the people having various facilities in Bangladesh. Still some54
people show negative attitudes toward the credit card like insurance policies.55

Over the last couple of years, the number of credit card users have risen tremendously. The way in which56
the utilization of credit card has developed is exponential as opposed to straight in our nation and around the57
world (Furnham & Argyle, 1998). As a result, concerns are being raised that it could cause widespread financial58
difficulties and default among households who might struggle to keep up with their repayments (May, Tudela, &59
Young, 2005).60

The credit card loan service is gaining popularity quickly in higher, middle and even lower class of the nation.61
The users of credit card feel safer and comfortable in carrying a single piece of plastic card rather than carrying62
a bundle of money with all the time (Huq, 2011). Bangladesh Bank Statistics shows the contemporary usage63
has risen and the advances made by the Islamic Banks, Private Banks, on December 2011, Foreign Banks along64
with Stateowned Banks have summed Tk. 1,769.59 corers, and the number of credit cards has risen to to 5.5165
lac (Bangladesh Bank, 2011). Farukh (2009) revealed that in December 2008 the number of credit card holders66
was 4.02 lac and the advances made by then credit card offering Banks were Tk. 489.51 corers. It is a very67
stern revelation though that the average number of credit card users has risen by about 46% every year from68
2008 to the end of December 2011, however, the annual growth rate for advances rose for the same period by69
a seemingly unbelievable 120%, in comparison to the annual average growth rate between 2004 to 2008 was for70
local Banks 64.2% and Foreign Banks 20.4% giving an overall rate of 36.1% ??Farukh, 2009). This is one of the71
most important stories swirling around the credit card industry worldwide right now that concerns debt (Andrew,72
2014) (Bacchetta & Gerlach, 1997).73

The worldwide data suggest that almost all individuals in the U.S. are habituated to making the indiscreet use74
of credit card that results in overwhelming debt. According to the latest statistics of the U.S. Census Bureau,75
2010, U.S. citizens have over $886 billion in credit card debt and the figure is expected to rise to $1.177 trillion76
Americans are accrued by over $48 billion in new credit card debt, 424%more than what they incurred in 201077
and 577% more than what they incurred in 2009 (Matthews, 2012).78

In the UK, approximately 24.5 million transactions worth $2.85 billion are spent on credit cards per day79
(www.creditaction.org.uk). Jaing(2006) has found that credit card use varied considerably with age of the80
consumers. It is very often considered that people at their young age are more impulsive and inexperienced81
and indulge more in adventurous activities than they are grown up. As a result, they fall victim to debt. The82
contemporary research base indicates that people having less income use credit card more than people having83
higher income and they run into financial difficulties and debt.84

Farinha (2014) found that the debt burden ratio increases for lower income households but decreases from a85
higher level of income onwards. The extreme liberalization of the financial industry is linked to the increased86
availability of debt products and it helps to provide the money that fuels immediate consumption, a shift from87
deferred gratification, where one might have saved before purchasing a good Lury. It’s conceivable to see the88
quality of this contention by and by when it is seen that credit card organizations make the facilities effortlessly89
and very accessible working with the rationality of pay-flex ’purchase now, pay later’. It is claimed that financial90
services industry is not simply meeting the demand for debt, but it is part of a process which is encouraging91
debt. This excessive liberalization of financial services and aggressive encouragement of uptake of credit facilities92
by the banks and other financial institutions may be attributed to a positive link between consumption behavior93
and credit growth (Bacchetta & Gerlach, 1997).94

They (Bangladesh Bank, 2011) found that credit growth has a significant positive impact on consumption95
growth, and credit availability affects saving behavior. They also show that household debt ratio is negatively96
correlated with the saving rate, with the saving rate declining and the household debt ratio rising between97
1975 and 2005. This is consistent with other studies which strongly suggest that there is a positive link between98
consumption behavior and credit growth ??Maki, 2000). The causative factor for the customer over-indebtedness99
due to credit card debt was primarily thought to be as a result of quick interest accumulation throughout the100
repayment period of the balance (Golmant & Ulrich, 2007). Furthermore, the other important element that has101
created a rise in over-indebtedness is the stickiness of credit card interest rates (Calem & Mester, 1995), which102
changes a little, though interest rates for other bank products rise or fall, and thereby the credit card operation103
earns a very high return in the banking industry at large, which is not at all a good news for the card users.104
The Federal Reserve’s Survey of Consumer Finances (Soong 2008) claims that more than three out of every four105
American families now-a-days are in debt.106

Chapter 3 III.107
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3 Methodology108

The main purpose of this chapter is to present the information to let the reader understand all the steps and109
processes taken to conduct the study. Both primary and secondary sources of information were used.110

Primary data were collected from the credit card users in Bangladesh. This study covered students, jobholders,111
self-employed, military people, homemakers and retired persons for collecting information. There were 15 items112
in the questionnaire as independent variables. Sixty-nine credit card users were interviewed with the help of a113
structured questionnaire. A structured questionnaire within a 5-point scale was developed for the items affecting114
the credit card users. A five-point scale ranging from 1 to 5 with 1 indicating strongly disagree and 5 indicating115
strongly agree was used in the questionnaire. An online version of the question was prepared to reach more116
respondents. This study identified items or variables that affect the credit card users through literature review.117
A major part of the study was done with help of some existing papers and articles regarding this.118

The study covers some reliability and appropriateness tests before the analyses. Along with Factor analysis,119
Stepwise Regression was used to analyze the data. Principal Component Analysis was conducted to identify the120
factors concerning the credit card users in Bangladesh. The analyses were done with the help of Microsoft excel121
and SPSS data analysis software.122

Chapter 4 IV.123

4 a) Reliability and Appropriateness tests124

The data set went through some reliability test before being analyzed. The Cronbach’s ? was used to determine125
the extent of coherence among the variables. The standard cutoff rate for Cronbach’s ? is 0.60. Here, we have126
used a cutoff rate of 0.4, considering this region of the world. The values for the factors are: Here, the KMO127
value is 0.65 which by exceeding 0.60 ??Hair et al., 2006) proves the factor analyses’ usefulness to analyze the128
data. On the other hand, the Bartlett’s Test of Sphericity shows a value less than 0.05 proving that the dataset129
is perfect for factor analysis. So, the variables in this dataset are enough correlated for the analysis.130

5 b) Factor Analysis131

The factor analysis was done to identify the principal components affecting the credit card use in Bangladesh.132
Each identified principal components represent some variables. The analysis was done through Principal133
Component Analysis (PCA) using varimax rotation. The KMO value and Bartlett’s Test of Sphericity have134
already proved the appropriateness of the data. However, during the analysis some of the variables were loaded135
on multiple factors for which those variables have been removed from the data set. The variables were-Use of136
multiple credit cards, Difficulties arisen from using credit card and Control over expenditure. From the remaining137
data four components were found with Eigen values more than 1 and the data used were 69.18% of the total138
variance which is proves the sample used were pretty good.139

The following figure shows the important values for the analysis.140

6 Principal components and variables141

Factor Eigen value % of variance From this factor analysis, the variables have been grouped based on their142
correlation. Each of the components represent the variables under them and the factor loading shows how143
accurately the principal components are working as representatives of the variables.144

7 c) Step-wise Regression145

A stepwise regression analysis was done using ’I often use credit card’ as the dependent variable. In the first146
model, component 1 from factor analysis was used as the independent variable, where ’Paying with credit card147
is safer than paying with cash’ is the predicting variable with a R 2 of 0.085.148

The second model used both component 1 and component 2 as independent variables where the predicting149
variable turns out to be ’It is necessary to carry a credit card with me while travelling overseas’. The third model150
adds the ’Age’ variable with the pr evious two components. The introduction of ag e did not bring any change151
as the predicting variable stays the same as it was at the second model.152

The fourth model takes component 1, 2, 3 and ’Age’ as independent variables and the predicting variables for153
this model are 3-’Customer service policy of the credit card providers is very helpful’, ’Age’, and ’The size of my154
credit card is comfortable for me to use’. The fifth model takes ’Sex’ of the respondents into account and the155
predicting variable does not change from the fourth model.156

In the sixth model, component 4 is added and the predicting variables are changed into the following two-157
’Customer service policy of the credit card providers is very helpful’ and ’Using credit card makes one feel classy’.158
This proves the effect of component 4 on the use of credit card. In the seventh and eighth model ’Occupation’159
and ’Marital Status’ of the respondents were added respectively and both the model shows the same predicting160
variables as it was shown in the sixth model.161

3



9 DISCUSSION AND CONCLUSION

8 Variables162

9 Discussion and Conclusion163

The study has identified 4 major components affecting the use of credit card in Bangladesh. The components164
focus more on the general use of credit card rather than the features (interest rate, deposition amount etc.)165
of it. The study has looked into the continuity of using a credit card by an individual which led to factors166
like-Convenience, Special purpose use, Credit card attributes and Status. Based on reliability tests and factor167
analysis the initial data from the questionnaire were filtered. The regression was done to identify the effect of168
the 4 components and demographic variables on the regular use of credit card. The result shows that only the169
age of the respondents has a slight effect, the other demographic variables does not drive the behavior regarding170
the use of credit card. However, some of the variables under the 4 components have major impact on the using171
behavior of credit card. In this way, the two types of analysis answered the research questions of the research.

? Does demographic
fac-
tors

(age,
gen-
der,

occupation etc.) have any effect on the use of credit
card in Bangladesh?
c) Research Objectives
? To find out the main reasons those attract people to
use credit cards.
? To see how convenient using credit card from the
perspective of Bangladesh.
? To find what are the main causes that drives people
using cash rather than credit card.
d) Limitations of the study
? The corporate sectors are not always cooperative
enough to disclose their information. For which we
could not reach as much respondents as expected.
? Enough data could not be collected within given
time-frame.

Figure 1: ?
172

4



Factors Affecting Credit Card Use in Bangladesh
Customer service policy of the credit card providers is very

0.1050.324 helpful
Model 4: Independent variable: Component
1 Component 2

0.1720.329
0.258

’Customer service policy of the credit card providers is very helpful’, and Age

Age Component 3 0.2280.268
0.263
0.246

’Customer service policy of the credit card providers is very helpful’, ’Age’, and ’The size of my credit card is comfortable for me to use’

Customer service policy of the credit card providers is very
0.1050.324 helpful

0.329 0.258 0.268 0.263 0.246 ’Model 6: Independent variable: ’Customer service policy of the credit card providers is very Model 5: Independent variable: Component 1 Component 2 Age Component 3 Sex 0.172 helpful’, and Age 0.228 Component 1 Component 2 Age Component 3 Sex Component 4 0.105 0.324 ’Customer service policy of the credit card providers is very helpful’ 0.191 0.301 -0.293 ’Customer service policy of the credit card providers is very helpful’ and ’Using credit card makes one feel classy’ Model 7: Independent variable: Component 1 Component 2 Age Component 3 Sex Component 4 Occupation 0.105 0.324 ’Customer service policy of the credit card providers is very helpful’ 0.301 -’Customer service policy of the credit card providers is very 0.191 0.293 helpful’ and ’Using credit card makes one feel classy’ 61
Year
2019
Vol-
ume
XIX
Is-
sue
V
Ver-
sion
I ( )
C

Model 8: Independent variable: Component
1 Component 2 Age Component 3 Sex Com-
ponent 4 Occupation Marital Status

0.1910.301
-
0.293

’Customer service policy of the credit card providers is very helpful’ and ’Using credit card makes one feel classy’ Global
Jour-
nal
of
Man-
age-
ment
and
Busi-
ness
Re-
search

4. Gross, D.,&
Soule-
les,

N. (2001).
Do

Liquidity Constraints and Interest Rates Matter for
Consumer Behavior ? Evidence from Credit Card
Data.
5. Shamsuddoha, M. (2008). Electronic Banking in
Bangladesh.

©
2019
Global
Jour-
nals

Figure 2:

5



9 DISCUSSION AND CONCLUSION

6



[Wang et al. ()] , L Wang , W Lu , N K Malhotra . 2011.173

[Hasan et al. ()] ‘Adoption of e-banking in Bangladesh: An exploratory study’. A H Hasan , M A Baten , A A174
Kamil , S Parveen . African Journal of Business Management 2010. 4 p. .175

[Dewri et al. ()] ‘Behavioral Analysis of Credit Card Users in a Developing Country: A Case of Bangladesh’. L V176
Dewri , M R Islam , N K Saha . 10.5539/ijbm.v11np299. International Journal of Business and Management177
2016. 11 (4) p. 299.178

[Littwin ()] BEYOND USURY: A STUDY OF CREDIT CARD USE AND PREFERENCE AMONG LOW-179
INCOME CONSUMERS, Angela K Littwin . 2007. (Harvard Law School Faculty Scholarship Series. Paper180
8)181

[Samsul Islam M. Daud Ahmed ()] ‘Business process improvement of credit card department: case study of a182
multinational bank’. Business Process Management Journal Samsul Islam M. Daud Ahmed (ed.) 2012. 18 (2)183
p. .184

[Demographics, attitude, personality and credit card features correlate with credit card debt: A view from China. Journal of Economic Psychology]185
‘Demographics, attitude, personality and credit card features correlate with credit card debt: A view from’.186
10.1016/j.joep.2010.11.006. China. Journal of Economic Psychology 32 (1) p. .187

[Alam et al. ()] ‘Development and prospects of internet banking in Bangladesh’. S S Alam , A Khatibi , A S188
Santhapparaj , M Talha . Competitive Review: An International Business Journal 2007. 17 p. .189

[Sheikh et al. ()] ‘Factors Affecting Customer’s Preferences in Selecting Credit Card in Bangladesh’. R Sheikh ,190
M F Hossain , K Z Islam . European Journal of Business and Management 2014. 6 p. .191

[Norvilitis et al. ()] ‘Factors Influencing Levels of Credit-Card Debt in College Students1’. J M Norvilitis , P B192
Szablicki , S D Wilson . doi:10.1111/j. 1559-1816.2003.tb01932.x. Journal of Applied Social Psychology 2003.193
33 (5) p. .194

[Park and Burns ()] ‘Fashion orientation, credit card use, and compulsive buying’. H Park , L Burns .195
10.1108/07363760510595959. Journal of Consumer Marketing 2005. 22 (3) p. .196

[Sultana and Hasan ()] ‘Investigation the Consumers’ Perception Towards Usage of Plastic Money in Bangladesh:197
An Application of Confirmatory Factor Analysis’. N Sultana , M M Hasan . South East Asia Journal of198
Contemporary Business, Economics and Law 2016. 9 (2) p. .199

[Roberts and Jones ()] ‘Money Attitudes, Credit Card Use, and Compulsive Buying among American College200
Students’. J A Roberts , E Jones . 10.1111/j.1745-6606.2001.tb00111.x. Journal of Consumer Affairs 2001.201
35 (2) p. .202

[Sumi and Safiullah ()] ‘Problems and Prospects of Plastic Money in Bangladesh’. F R Sumi , A B Safiullah .203
10.9790/487x-161223138. IOSR Journal of Business and Management 2014. 16 (12) p. .204

[Mathews and Slocum ()] ‘Social Class and Commercial Bank Credit Card Usage’. H L Mathews , J W Slocum205
. Journal of Marketing 1969. 33 p. .206

[Zaman and Chowdhury ()] ‘Technology Driven Banking in Bangladesh: Present Status, Future Prospects and207
Challenges’. F Zaman , P Chowdhury . BUP JOURNAL 2012. 1 (1) p. .208

[Yeh and Lien ()] ‘The comparisons of data mining techniques for the predictive accuracy of probability of default209
of credit card clients’. I C Yeh , C H Lien . Expert Systems with Applications 2009. 36 (2) p. .210

[Islam et al. ()] ‘The Rising Trend in the Use of Credit Cards in 7. Bangladesh and Its Implications211
on Overindebtedness and Its Difficulties in Personal Finance’. T Islam , M R Karim , N Alam .212
10.13189/aeb.2015.030903. Advances in Economics and Business 2015. 3 (9) p. .213

[Raihan ()] The State of E-Finance in Developing Countries, A Raihan . 2001. Bangladesh Perspective.214

[Blanke and Mc Grady ()] ‘When it comes to securing patient health information from breaches, your best215
medicine is a dose of prevention: A cyber security risk assessment checklist’. S J Blanke , E Mc Grady .216
Journal of Healthcare Risk Management 2016. 36 (1) p. .217

[Mcintosh ()] White privilege: Unpacking the invisible knapsa, P Mcintosh . 1988.218

7

http://dx.doi.org/10.5539/ijbm.v11np299
http://dx.doi.org/10.1016/j.joep.2010.11.006
http://dx.doi.org/10.1108/07363760510595959
http://dx.doi.org/10.1111/j.1745-6606.2001.tb00111.x
http://dx.doi.org/10.9790/487x-161223138
http://dx.doi.org/10.13189/aeb.2015.030903

	1 b) Research Question
	2 Chapter 2 II. Literature Review
	3 Methodology
	4 a) Reliability and Appropriateness tests
	5 b) Factor Analysis
	6 Principal components and variables
	7 c) Step-wise Regression
	8 Variables
	9 Discussion and Conclusion

