VOLUME No. 3 (2012), I ssUe No. 1 (JANUARY) I SSN 0976-2183

INTERNATIONAL JOURNAL OF RESEARCH IN
COMMERCE & MANAGEMENT

S

A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories
Indexed & Listed at:
Index Copernicus Publishers Panel, Poland, SN CEIcNGaINRORIcSanesuEEEbeEanEe oSS oSO MUIGISNI
as well as in Cabell's Directories of Publishing Opportunities, U.S.A.

Circulated all over the world & Google has verified that scholars of more than Hundred & Twenty One countries/territories are visiting our journal on regular basis.
Ground Floor, Building No. 1041-C-1, Devi Bhawan Bazar, JAGADHRI — 135 003, Yamunanagar, Haryana, INDIA

WWW.ijrcm.org.in



VoLUME No. 3(2012), | ssue No. 1 (JANUARY) I SSN 0976-2183

CONTENTS

S TITLE & NAME OF THE AUTHOR (S) Page No.

1. |HR 2.0: A SOCIAL MEDIA BASED FRAMEWORK FOR EMPLOYEE ENGAGEMENT 1
ANUJ SHARMA & ABHISHEK TOTAWAR

2. | CHALLENGES FACED BY ACCOUNTING ACADEMICS 6
AHESHA SAJEEWANI PERERA

3. | THE EFFECT OF EXECUTIVE BOARD AND OWNERSHIP CONTROL ON QUALITY OF ACCOUNTING EARNINGS 10

MOHAMMADREZA ABDOLI, ALIREZA MEHRAZIN & EBRAHIM DEHROUYEH

4. | MALAYSIAN REAL ESTATE INVESTMENT TRUSTS (M-REITS) AND THE FINANCIAL CRISIS: A PERFORMANCE AND 13

COMPARATIVE ANALYSIS
NAI-CHIEK, AIK

5. | ASSESSMENT OF RECEIVABLES MANAGEMENT OF MANUFACTURING COMPANIES IN ETHIOPIA 19
Dr. D. GURUSWAMY

6. |IMPACT OF SOCIO ECONOMIC VARIABLES ON THE FOREST AREA OF PAKISTAN (1972-2005) 23

DR. NAILA NAZIR & DR. ABDUL QAYYUM KHAN

7. |THE IMPACT OF NON-PERFORMING ASSETS ON THE PROFITABILITY OF INDIAN SCHEDULED COMMERCIAL BANKS: AN 27
EMPIRICAL EVIDENCE
DR. N.KAVITHA

8. | EVALUATING SERVICE PERFORMANCE OF ADVERTISING FIRMS: STUDY ON BANGLADESHI ADVERTISING COMPANIES 31
MD. MONIRUZZAMAN SARKER & NAFISA KASEM
9. |SOCIOECONOMIC ANALYSIS OF POVERTY INCIDENCE AND FOOD INSECURITY IN KANO STATE-NIGERIA: 1990 - 2007 35

DR. AHMAD MUHAMMAD TSAUNI

10. |A MODEL SUPPLY- CHAIN MANAGEMENT FOR AUGMENTING MORE INCOME TO BASMATI FARMERS - FARMER 40
EMPOWERMENT
NAVNEESH SHARMA

11. |THE MICROFINANCE, ENTREPRENEURSHIP AND SUSTAINABILITY AS AN EFFECTIVE TOOLS FOR REDUCING POVERTY IN 44
INDIA
DR. RAINALKAR LAXMAN, AKRAM BASHA SAHEB B & DR. CHANNABASAVANAGOUDA P

12. | MANAGING MULTICULTURAL ENVIRONMENT IN INDIAN IT SECTORS 48
DR. R. KARUPPASAMY & C. ARUL VENKADESH

13. |IMPACT OF BASIS RISK ON THE PERFORMANCE OF RAINFALL INSURANCE SCHEME FOR COFFEE: A PERCEPTUAL ANALYSIS 52
M. PRABHU, D. P. SHIVAKUMAR & DR. G. KOTRESHWAR

14. | WIDELY FLUCTUATING RUPEE AND ITS IMPACT ON INDIAN EXPORT PERFORMANCE FOR THE LAST TEN YEARS FROM 2000 56

TO 2009
S. RAMESH KUMAR MEHTHA, AVINASH DEOSTHALI & VIJAYSHRI R.MEHTHA

15. | CORPORATE FINANCIAL DISTRESS — AN EMPIRICAL STUDY 62
DR. V. K. SHOBHANA & DR. N. DEEPA

16. | WOMEN IN MANGEMENT 66
DR. R. SAVITHRI

17. | INDIAN BRANDS IN THE INDIANS’ CONTEXT 68
J.J.SOUNDARARAJ & DR. D. V. S. JANAKIDAS

18. |STRESS-WORK LIFE BALANCE - PSYCHOLOGICAL WELLBEING OF WOMEN MECHANICS IN BMTC 72
ROHINI SHIVANANDA & DR. ASHOK H. S.

19. | DEPTH OF OUTREACH OF SELF HELP GROUPS - A STUDY OF SBS NAGAR DISTRICT OF PUNJAB 76
RUPNEET KAUR RANDHAWA & DR.PARAMJIT KAUR

20. | EMPLOYEES JOB SATISFACTION: A STUDY OF PRIVATE PROFESSIONAL COLLEGES IN HARYANA STATE 82
ANIL KUMAR & NEELAM RATHEE

21. | RECRUITMENT AND SELECTION PRACTICES ACROSS CULTURES 87
RADHIKA MADAN

22. | FINANCIAL ANALYSIS OF TATA STEEL LTD- A CASE STUDY 93
BHARGAV H. PANDYA

23. | CONTEMPORARY APPROACH TOWARDS EVALUATION OF SUSTAINABLE TOURISM DEVELOMENT: A CASE STUDY OF GOA 98

SHAMIMA AKHTAR & ABRAR M SHAH

24. | CUSTOMER SATISFACTION WITH SERVICE QUALITY: AN EMPIRICAL STUDY OF PUBLIC AND PRIVATE SECTOR BANKS IN 106
TIRUPATI REGION

V. G. MURUGAN

25. | GREEN BANKING: A UNIQUE CORPORATE SOCIAL RESPONSIBILITY OF INDIAN BANKS 110
MUKESH KUMAR VERMA
REQUEST FOR FEEDBACK 115

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT

A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories
WWWw.ijrcm.org.in




VoLUME No. 3 (2012), I sSUE No. 1 (JANUARY) | SSN 0976-2183

CHIEF PATRON

PROF. K. K. AGGARWAL
Chancellor, Lingaya’s University, Delhi
Founder Vice-Chancellor, Guru Gobind Singh Indraprastha University, Delhi
Ex. Pro Vice-Chancellor, Guru Jambheshwar University, Hisar

PATRON

SH. RAM BHAJAN AGGARWAL
Ex. State Minister for Home & Tourism, Government of Haryana
Vice-President, Dadri Education Society, Charkhi Dadri
President, Chinar Syntex Ltd. (Textile Mills), Bhiwani

CO-ORDINATOR,
DR. SAMBHAV GARG
Faculty, M. M. Institute of Management, Maharishi Markandeshwar University, Mullana, Ambala, Haryana

ADVISORS

DR. PRIYA RANJAN TRIVEDI
Chancellor, The Global Open University, Nagaland
PROF. M. S. SENAM RAJU
Director A. C. D., School of Management Studies, I.G.N.O.U., New Delhi
PROF. M. N. SHARMA
Chairman, M.B.A., Haryana College of Technology & Management, Kaithal
PROF. S. L. MAHANDRU
Principal (Retd.), Maharaja Agrasen College, Jagadhri

EDITOR,

PROF. R. K. SHARMA
Professor, Bharti Vidyapeeth University Institute of Management & Research, New Delhi

CO-EDITOR

DR. BHAVET
Faculty, M. M. Institute of Management, Maharishi Markandeshwar University, Mullana, Ambala, Haryana

EDITORIAL ADVISORY BOARD
DR. RAJESH MODI
Faculty, Yanbu Industrial College, Kingdom of Saudi Arabia
PROF. SANJIV MITTAL
University School of Management Studies, Guru Gobind Singh I. P. University, Delhi
PROF. ROSHAN LAL
Head & Convener Ph. D. Programme, M. M. Institute of Management, M. M. University, Mullana
PROF. ANIL K. SAINI
Chairperson (CRC), Guru Gobind Singh I. P. University, Delhi
DR. SAMBHAVNA
Faculty, I.L.T.M., Delhi

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT

A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories
WWWw.ijrcm.org.in



VoLUME No. 3 (2012), I sSUE No. 1 (JANUARY) | SSN 0976-2183

DR. MOHENDER KUMAR GUPTA
Associate Professor, P. J. L. N. Government College, Faridabad
DR. SHIVAKUMAR DEENE
Asst. Professor, Government F. G. College Chitguppa, Bidar, Karnataka
MOHITA
Faculty, Yamuna Institute of Engineering & Technology, Village Gadholi, P. O. Gadhola, Yamunanagar

ASSOCIATE EDITORS

PROF. NAWAB ALI KHAN
Department of Commerce, Aligarh Muslim University, Aligarh, U.P.
PROF. ABHAY BANSAL
Head, Department of Information Technology, Amity School of Engineering & Technology, Amity University, Noida
DR. KUMARDATT A. GANJRE
Director, Mandar Education Society’s ‘Rajaram Shinde College of M.B.A.”, Pedhambe — 400 706, Maharashtra
DR. V. SELVAM
Divisional Leader — Commerce SSL, VIT University, Vellore
DR. N. SUNDARAM
Associate Professor, VIT University, Vellore
DR. PARDEEP AHLAWAT
Reader, Institute of Management Studies & Research, Maharshi Dayanand University, Rohtak
S. TABASSUM SULTANA
Asst. Professor, Department of Business Management, Matrusri Institute of P.G. Studies, Hyderabad

TECHNICAL ADVISOR,

AMITA
Faculty, Government M. S., Mohali
MOHITA
Faculty, Yamuna Institute of Engineering & Technology, Village Gadholi, P. O. Gadhola, Yamunanagar

FINANCIAL ADVISORS
DICKIN GOYAL
Advocate & Tax Adviser, Panchkula
NEENA
Investment Consultant, Chambaghat, Solan, Himachal Pradesh

LEGAL ADVISORS
JITENDER S. CHAHAL
Advocate, Punjab & Haryana High Court, Chandigarh U.T.
CHANDER BHUSHAN SHARMA
Advocate & Consultant, District Courts, Yamunanagar at Jagadhri

SUPERINTENDENT

SURENDER KUMAR POONIA

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT

A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories
WWWw.ijrcm.org.in



VoLUME No. 3(2012), | ssue No. 1 (JANUARY) I SSN 0976-2183

CALL FOR MANUSCRIPTS

We invite unpublished novel, original, empirical and high quality research work pertaining to recent developments & practices in the area of
Computer, Business, Finance, Marketing, Human Resource Management, General Management, Banking, Insurance, Corporate Governance
and emerging paradigms in allied subjects like Accounting Education; Accounting Information Systems; Accounting Theory & Practice; Auditing;
Behavioral Accounting; Behavioral Economics; Corporate Finance; Cost Accounting; Econometrics; Economic Development; Economic History;
Financial Institutions & Markets; Financial Services; Fiscal Policy; Government & Non Profit Accounting; Industrial Organization; International
Economics & Trade; International Finance; Macro Economics; Micro Economics; Monetary Policy; Portfolio & Security Analysis; Public Policy
Economics; Real Estate; Regional Economics; Tax Accounting; Advertising & Promotion Management; Business Education; Business Information
Systems (MIS); Business Law, Public Responsibility & Ethics; Communication; Direct Marketing; E-Commerce; Global Business; Health Care
Administration; Labor Relations & Human Resource Management; Marketing Research; Marketing Theory & Applications; Non-Profit
Organizations; Office Administration/Management; Operations Research/Statistics; Organizational Behavior & Theory; Organizational
Development; Production/Operations; Public Administration; Purchasing/Materials Management; Retailing; Sales/Selling; Services; Small
Business Entrepreneurship; Strategic Management Policy; Technology/Innovation; Tourism, Hospitality & Leisure; Transportation/Physical
Distribution; Algorithms; Artificial Intelligence; Compilers & Translation; Computer Aided Design (CAD); Computer Aided Manufacturing;
Computer Graphics; Computer Organization & Architecture; Database Structures & Systems; Digital Logic; Discrete Structures; Internet;
Management Information Systems; Modeling & Simulation; Multimedia; Neural Systems/Neural Networks; Numerical Analysis/Scientific
Computing; Object Oriented Programming; Operating Systems; Programming Languages; Robotics; Symbolic & Formal Logic and Web Design.
The above mentioned tracks are only indicative, and not exhaustive.

Anybody can submit the soft copy of his/her manuscript anytime in M.S. Word format after preparing the same as per our submission
guidelines duly available on our website under the heading guidelines for submission, at the email addresses: infoijrem@gmail.com or

info@ijrcm.org.in.

GUIDELINES FOR SUBMISSION OF MANUSCRIPT

1 COVERING LETTER FOR SUBMISSION:

DATED:
THE EDITOR
IJRCM

Subject: ~ SUBMISSION OF MANUSCRIPT IN THE AREA OF
(e.g. Finance/Marketing/HRM/General Management/Economics/Psychology/Law/Computer/IT/Engineering/Mathematics/other, please specify)

DEAR SIR/MADAM

Please find my submission of manuscript entitled ‘ ' for possible publication in your journals.

| hereby affirm that the contents of this manuscript are original. Furthermore, it has neither been published elsewhere in any language fully or partly, nor is it
under review for publication elsewhere.

| affirm that all the author (s) have seen and agreed to the submitted version of the manuscript and their inclusion of name (s) as co-author (s).

Also, if my/our manuscript is accepted, I/We agree to comply with the formalities as given on the website of the journal & you are free to publish our
contribution in any of your journals.

NAME OF CORRESPONDING AUTHOR:

Designation:

Affiliation with full address, contact numbers & Pin Code:
Residential address with Pin Code:

Mobile Number (s):

Landline Number (s):

E-mail Address:

Alternate E-mail Address:

NOTES:

a)  The whole manuscript is required to be in ONE MS WORD FILE only (pdf. version is liable to be rejected without any consideration), which will start from
the covering letter, inside the manuscript.

b)  The sender is required to mention the following in the SUBJECT COLUMN of the mail:
New Manuscript for Review in the area of (Finance/Marketing/HRM/General Management/Economics/Psychology/Law/Computer/IT/
Engineering/Mathematics/other, please specify)

c)  Thereis no need to give any text in the body of mail, except the cases where the author wishes to give any specific message w.r.t. to the manuscript.

d)  The total size of the file containing the manuscript is required to be below 500 KB.

e)  Abstract alone will not be considered for review, and the author is required to submit the complete manuscript in the first instance.

f) The journal gives acknowledgement w.r.t. the receipt of every email and in case of non-receipt of acknowledgment from the journal, w.r.t. the submission
of manuscript, within two days of submission, the corresponding author is required to demand for the same by sending separate mail to the journal.

2. MANUSCRIPT TITLE: The title of the paper should be in a 12 point Calibri Font. It should be bold typed, centered and fully capitalised.

3. AUTHOR NAME (S) & AFFILIATIONS: The author (s) full name, designation, affiliation (s), address, mobile/landline numbers, and email/alternate email
address should be in italic & 11-point Calibri Font. It must be centered underneath the title.

4. ABSTRACT: Abstract should be in fully italicized text, not exceeding 250 words. The abstract must be informative and explain the background, aims, methods,
results & conclusion in a single para. Abbreviations must be mentioned in full.

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT

A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories
WWWw.ijrcm.org.in



VoLUME No. 3(2012), | ssue No. 1 (JANUARY) I SSN 0976-2183

5. _: Abstract must be followed by a list of keywords, subject to the maximum of five. These should be arranged in alphabetic order separated by
commas and full stops at the end.

6. _: Manuscript must be in BRITISH ENGLISH prepared on a standard A4 size PORTRAIT SETTING PAPER. It must be prepared on a single space and
single column with 1” margin set for top, bottom, left and right. It should be typed in 8 point Calibri Font with page numbers at the bottom and centre of every
page. It should be free from grammatical, spelling and punctuation errors and must be thoroughly edited.

7. _: All the headings should be in a 10 point Calibri Font. These must be bold-faced, aligned left and fully capitalised. Leave a blank line before each
heading.

8. _: All the sub-headings should be in a 8 point Calibri Font. These must be bold-faced, aligned left and fully capitalised.

9. _: The main text should follow the following sequence:
INTRODUCTION

REVIEW OF LITERATURE
NEED/IMPORTANCE OF THE STUDY
STATEMENT OF THE PROBLEM
OBJECTIVES

HYPOTHESES

RESEARCH METHODOLOGY
RESULTS & DISCUSSION

FINDINGS
RECOMMENDATIONS/SUGGESTIONS
CONCLUSIONS

SCOPE FOR FURTHER RESEARCH
ACKNOWLEDGMENTS

REFERENCES
APPENDIX/ANNEXURE

It should be in a 8 point Calibri Font, single spaced and justified. The manuscript should preferably not exceed 5000 WORDS.

10. _: These should be simple, centered, separately numbered & self explained, and titles must be above the table/figure. Sources of data should
be mentioned below the table/figure. It should be ensured that the tables/figures are referred to from the main text.

11. _: These should be consecutively numbered in parentheses, horizontally centered with equation number placed at the right.

12. _: The list of all references should be alphabetically arranged. The author (s) should mention only the actually utilised references in the preparation

of manuscript and they are supposed to follow Harvard Style of Referencing. The author (s) are supposed to follow the references as per the following:

4 All works cited in the text (including sources for tables and figures) should be listed alphabetically.

4 Use (ed.) for one editor, and (ed.s) for multiple editors.

4 When listing two or more works by one author, use --- (20xx), such as after Kohl (1997), use --- (2001), etc, in chronologically ascending order.

4 Indicate (opening and closing) page numbers for articles in journals and for chapters in books.

4 The title of books and journals should be in italics. Double quotation marks are used for titles of journal articles, book chapters, dissertations, reports, working
papers, unpublished material, etc.

i For titles in a language other than English, provide an English translation in parentheses.

4 The location of endnotes within the text should be indicated by superscript numbers.

BOOKS

4 Bowersox, Donald J., Closs, David J., (1996), "Logistical Management." Tata McGraw, Hill, New Delhi.

i Hunker, H.L. and A.J. Wright (1963), "Factors of Industrial Location in Ohio" Ohio State University, Nigeria.

CONTRIBUTIONS TO BOOKS

. Sharma T., Kwatra, G. (2008) Effectiveness of Social Advertising: A Study of Selected Campaigns, Corporate Social Responsibility, Edited by David Crowther &

Nicholas Capaldi, Ashgate Research Companion to Corporate Social Responsibility, Chapter 15, pp 287-303.
JOURNAL AND OTHER ARTICLES

4 Schemenner, R.W., Huber, J.C. and Cook, R.L. (1987), "Geographic Differences and the Location of New Manufacturing Facilities," Journal of Urban Economics,
Vol. 21, No. 1, pp. 83-104.

CONFERENCE PAPERS

4 Garg, Sambhav (2011): "Business Ethics" Paper presented at the Annual International Conference for the All India Management Association, New Delhi, India,
19-22 June.

UNPUBLISHED DISSERTATIONS AND THESES

i Kumar S. (2011): "Customer Value: A Comparative Study of Rural and Urban Customers," Thesis, Kurukshetra University, Kurukshetra.

ONLINE RESOURCES

i Always indicate the date that the source was accessed, as online resources are frequently updated or removed.

WEBSITE

4 Garg, Bhavet (2011): Towards a New Natural Gas Policy, Political Weekly, Viewed on January 01, 2012 http://epw.in/user/viewabstract.jsp

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT

A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories
WWWw.ijrcm.org.in

Vi



VoLUME No. 3(2012), | ssue No. 1 (JANUARY) I SSN 0976-2183
CORPORATE FINANCIAL DISTRESS — AN EMPIRICAL STUDY

DR. V. K. SHOBHANA
ASSOCIATE PROFESSOR & HEAD
PG AND RESEARCH DEPARTMENT OF COMMERCE
VELLALAR COLLEGE FOR WOMEN (AUTONOMOUS)
THINDAL, ERODE

DR. N. DEEPA
ASST. PROFESSOR
P.G. & RESEARCH DEPARTMENT OF COMMERCE
SRI VASAVI COLLEGE
ERODE

ABSTRACT
Financial distress is a tight cash situation in which a business cannot pay the owed amounts on the due date. When a firm is under financial distress, the situation
sharply reduces its market value and larger customers may cancel their orders. A firm in financial distress may face bankruptcy or liquidation leading to delay in
meeting its liabilities. Altman’s Z-score model has been employed in this paper to predict the risk of financial distress of the Bombay Dyeing and Manufacturing
Company Limited, from the year 2002-2011. The results indicated that the liquidity, working capital turnover efficiency and solvency position of the company has
not been satisfactory. The Z-score analysis revealed that the company is suffering from financial distress and there are indications of turnaround activities
undertaken by the company to improve the performance.

KEYWORDS

Bankruptcy, Financial Distress, Liquidity, Solvency.

INTRODUCTION
situation where a company cannot meet or has difficulty in paying off its current obligations is called financial distress. The symptoms of financial distress
include erosion of net worth, negative operating results, factory layoff, dividend reductions and plummeting share prices. Financial distress in companies
is shaky to top management positions leading to the problem of managerial inefficiencies. If prolonged, this situation can force the owning entity into
bankruptcy or forced liquidation. It is compounded by the fact that banks and other financial institutions refuse to lend to those in serious distress.
The chance of financial distress increases when a firm has high fixed costs, illiquid assets or revenues that are sensitive to economic downturns. An organization
has to successfully manage its finances to achieve overall efficiency and a healthy growth in its operations. The present study focuses on the financial health of
the Bombay Dyeing and Manufacturing Company Limited, which had reported continued operating losses.

ABOUT THE COMPANY

Bombay Dyeing and Manufacturing Company Limited (BDMCL) was incorporated in 1879 at Mumbai under the house of Wadias. The company is a flagship
brand of the Wadia group, which has a presence across foods and dairy, airlines, chemicals, plantations, laminates, electronics, healthcare, architecture and
clinical research. Bombay Dyeing is one of India's largest producers of textiles. The daily production at Bombay Dyeing exceeds 300,000 meters of fabrics and it
has a distribution chain consisting of 600 plus exclusive shops spread all over the country. Bombay Dyeing, exports to advanced countries such as USA, countries
in European Union, Australia and New Zealand. BDMCL manufactures cotton textile, non-woven fabrics and Di-Methyl Terephthalate (DMT). The textile division
was initially located at Worli, Mumbai, but has been relocated to Ranjangaon near Pune. This division continued to report operating losses in FY10.

OBJECTIVES

. To analyse the financial performance of the company through liquidity, current assets movement and solvency ratios.
. To measure the financial health of the company.

METHODOLOGY AND TOOLS

Data were collected from Prowess, a corporate database of CMIE(Centre for Monitoring Indian Economy) for ten years from 2002 to 2011 for the purpose of
financial analysis and to measure the financial health of the company.

Altman’s Z score test has been employed to assess the financial health of the company.

EMPIRICAL ANALYSIS AND RESULTS

(a) TEST OF LIQUIDITY

Liquidity is the ability to convert an asset into cash quickly, to meet the current obligations. The liquidity ratios are used to measure the short-term solvency. The
short-term obligations are met by realizing amounts from current assets. If current assets can pay off current liabilities, then liquidity position will be
satisfactory.

In order to test the liquidity of the company, two most popular ratios, viz., current ratio and quick ratio were calculated and presented in Table 1 and Exhibit 1.
FORMULATION

Current Ratio Current Assets / Current Liabilities

Quick Ratio = Quick Assets / Current Liabilities
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EXHIBIT 1

TABLE 1: LIQUIDITY RATIOS

Year | Current Ratio | Quick Ratio
(in times) (in times)
2002 | 0.90 0.30
2003 | 0.82 0.23
2004 | 0.73 0.24
2005 | 1.19 0.37
2006 | 1.64 0.83
2007 | 0.85 0.55
2008 | 0.79 0.50
2009 | 1.20 0.62
2010 | 1.82 1.40
2011 | 3.29 0.86

Source: Annual Reports- Results Computed

—e— Current Ratio (in times)
—=— Quick Ratio (in times)

Current Ratio and Quick Ratio
35
3,
25
o 2]
g 15 A
11
°e '\.—./{
0 — ‘
1 2 4 5 6 7 8 9 10
Year

Current Ratios of the company are less than the standard norm of 2:1 during the study period except in the year 2011. Quick Ratios are also lower than the
standard ratio of 1:1 except the year 2010, indicating the poor liquidity position of the company.
(b) EFFICIENCY IN UTILISATION OF WORKING CAPITAL
Efficiency ratios provide information about management’s ability to utilize working capital and to earn a return on the resources committed to the business. A
blockage occurs when money becomes tied up in slow paying debtors or in slow moving stock, leaving little liquidity. The following efficiency ratios have been

computed.

o Inventory Turnover Ratio
. Day’s Inventory Outstanding

. Debtors Turnover Ratio
. Day’s Sales Outstanding
FORMULATION

Inventory Turnover Ratio = Cost of Goods sold / Average Inventory

Day’s Inventory Outstanding = 365/ Inventory Turnover Ratio

Debtors Turnover Ratio = Annual net credit sales / Average accounts receivables
Day’s Sales Outstanding = 365 / Debtors Turnover Ratio

TABLE 2: EFFICIENCY RATIOS

Year | Inventory Turnover Ratio | Day’s Stock Outstanding | Debtors Turnover Ratio | Day’s Sales Outstanding
2002 | 4.27 86 4.93 74
2003 | 4.79 76 7.80 47
2004 | 4.84 75 9.21 40
2005 | 5.88 62 9.60 38
2006 | 4.96 74 6.20 59
2007 | 2.37 154 1.60 229
2008 | 5.59 65 2.25 162
2009 | 5.85 62 2.87 127
2010 | 6.41 57 2.74 133
2011 | 3.14 116 3.33 109

Source: Annual Reports- Results Computed
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EXHIBIT 2 (a)

Efficiency Ratios

12
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2 6
& —m— Debtors Turnover Ratio
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0 T T T T T T
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EXHIBIT 2 (b)
Efficiency Ratios
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A perusal of Table.2 shows that inventory turnover ratio had a fluctuating trend during the study period. This ratio varied between 2.37 times in the year 2007 to
6.41 times in 2010. This shows increase in the cost of goods sold. The Day’s stock outstanding stood higher at 154 days in the year 2007 which got reduced in the
subsequent periods. The debtors’ turnover ratio indicated wider variations from 1.60 to 9.60 times. The later years of the study period showed lower ratios
indicating that the credit sales have come down. Day’s sales outstanding varied from 38 days to 162 days during the study period. It could be inferred that the
company failed to adopt an effective collection policy reflecting on the inefficiency in the management of receivables.

(c) TEST OF SOLVENCY

Solvency is the ability to meet long-term obligations and accomplish long-term expansion and growth. A number of financial ratios are calculated to detect signs
of looming bankruptcy. Each ratio being unique, the true financial health of the company is not reflected. Five ratios have been computed in this respect and

shown in Table 3.

TABLE 3: SOLVENCY RATIOS

Year | WC/TA | RE/TA | EBIT/TA | EQ/TA | SA/TA
(Xi1) (X2) (Xs) (Xa) (Xs)
2002 | 0.02 -0.12 -0.24 0.22 0.96
2003 | 0.02 0.05 0.18 0.22 0.99
2004 | 0.02 0.08 0.30 0.24 1.06
2005 | 0.04 0.04 0.18 0.25 1.37
2006 | 0.04 0.07 0.24 0.24 0.98
2007 | 0.01 -0.03 0.06 0.14 0.28
2008 | 0.01 -0.03 0.12 0.11 0.45
2009 | 0.01 -0.11 -0.01 0.09 0.62
2010 | 0.01 0.01 0.30 0.05 0.80
2011 | 0.02 0.01 0.22 0.23 0.74

Source: Annual Reports- Results Computed
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EXHIBIT 3

Solvency Ratios

— WCITA (X1)

— RE/TA (X2)
EBIT/TA ( X3)
EQ/TA ( X4)

— SAITA ( X5)

Ratios

Year

Table 3 evidences that the content of working capital to total assets has been low. Retained earnings mobilization has also been low during all the periods. The
content of EBIT to Total Assets stood negative during 2002 and 2009 indicating the inability of the company to meet interest payments. The proportion of Equity
to Total Assets was recorded low and varied from 0.05 to 0.25. It shows that the interest of the shareholders has been low due to the financial ill health of the
company. The sales content to total assets presented wide fluctuations, in a range of 0.28 and 1.37.
ALTMAN’s Z-SCORE TEST
Edward Altman built a model that distills the five key performance ratios into a single score which gives pretty good snapshot of corporate financial health,
which has been applied in the present study with the calculated solvency ratios.
The Z-score formula is a measurement of the financial health of the company and is a powerful diagnostic tool that forecasts the probability of a company
entering bankruptcy with a two-year period.
Z=0.012X; + 0.014 X, + 0.033 X3 + 0.006 X4 + 0.999 Xs
Where;
X1 = Working Capital to Total Assets
X, = Retained Earnings to Total Assets
X3 = EBIT to Total Assets
X4 = Equity to Total Assets
Xs = Sales to Total Assets
Test
Z < 1.8 indicates bad performance and is considered to be in bankruptcy zone.
Z>1.8and Z < 3 indicates gray area, uncertain to predict.
Z > 3 indicates good financial performance.
TABLE 4: Z SCORE VALUE

Year 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011
ZScore | 0.84 | 145 | 171 | 188 | 157 | 045 | 065 | 0.60 | 1.18 | 1.22

Source: Computed
It is observed from the analysis presented in Table 4 that the company’s Z score has been below 1.8 in the entire period excluding 2005 indicative of bad
financial performance leading to bankruptcy. The Z scores have been found to be very low during 2007 to 2009. However, the Z score has increased from 0.60 in
2009 to 1.22 in 2011 which indicates that the company has already taken turnaround activities to increase its financial performance.

CONCLUSION

The Bombay Dyeing and Manufacturing Company Limited established in 1879 is the flagship company of the Wadia Group, engaged mainly in the business of
Textiles. From the analysis, it is clear that the liquidity, working capital turnover efficiency and solvency position of the company has not been good. The Z score
values indicated less than satisfactory financial performance leading to financial distress. However, the increased Z score during 2010 and 2011 reflects the
turnaround activities of the company to improve its financial performance.
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