
VOLUME NO. 3 (2012), ISSUE NO. 11 (NOVEMBER)  ISSN 0976-2183 

 A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

Indexed & Listed at:  
Ulrich's Periodicals Directory ©, ProQuest, U.S.A., EBSCO Publishing, U.S.A., Cabell’s Directories of Publishing Opportunities, U.S.A., 

Open J-Gage, India [link of the same is duly available at Inflibnet of University Grants Commission (U.G.C.)], 
Index Copernicus Publishers Panel, Poland with IC Value of 5.09 & number of libraries all around the world. 

Circulated all over the world & Google has verified that scholars of more than 1771 Cities in 148 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 

http://ijrcm.org.in/ 



VOLUME NO. 3 (2012), ISSUE NO. 11 (NOVEMBER)  ISSN 0976-2183 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

ii

CONTENTSCONTENTSCONTENTSCONTENTS    
    

Sr. 

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

No. 

1. ECONOMIC ANALYSIS OF SAFFRON PRODUCTION IN IRAN 

DR. MASSOUD KHEIRANDISH, M. V. SRINIVASA GOWDA & DR. SAJAD ABDULLAH SARAF 

1 

2. WHY CONSISTENCY OF ACCOUNTING STANDARDS MATTERS: A CONTRIBUTION TO THE PRINCIPLES –VERSUS - RULES DEBATE IN 

FINANCIAL REPORTING 

DR. FISSEHA GIRMAY TESSEMA 

5 

3. EVALUATING THE FINANCIAL SOUNDNESS OF SELECTED COMMERCIAL BANKS IN SRI LANKA: AN APPLICATION OF BANKOMETER 

MODEL 

NIMALATHASAN, B., BALAPUTHIRAN, S & PRIYA, K 

12 

4. A STUDY ON FDI IN SULTANATE OF OMAN 

DR. R. DHANUSKODI 

15 

5. BOARD SIZE, CHIEF COMPLIANCE OFFICER AND FINANCIAL PERFORMANCE OF BANKS IN NIGERIA 

AHMAD BAWA ABDUL-QADIR & MANSUR LUBABAH KWANBO 

19 

6. A STUDY ON EMPLOYEE JOB SATISFACTION IN CONSTRUCTION COMPANIES IN VIETNAM 

NGUYEN PHI TAN 

23 

7. FACTORS INFLUENCE FINANCIAL DECISIONS UNDER THE PYRAMID OF NATURAL CONSTRAINTS 

MEHTAB ARSHAD BUTT & ROZEENA SADDAR 

28 

8. A STUDY ON UNPRINCIPLED SELLING PRACTICES TOWARDS THE PHARMACEUTICAL INDUSTRY IN INDIA 

DHANUNJAY GONUGUNTLA, M. MURUGAN & DR. K. P. V. RAMANA KUMAR 

31 

9. JOB STRESS & EMPLOYEE BURNOUT: AN OVERVIEW 

DEEPIKA SHARMA & DR. M. L. GUPTA 

35 

10. THE CONSUMER BEHAVIOR TOWARDS PACKAGE OF COSMETICS 

HEMAPATIL & DR. B BAKKAPA 

38 

11. NPA MANAGEMENT IN PUBLIC SECTOR BANKS: A STUDY OF CANARA BANK AND STATE BANK OF INDIA 

K. V. RAMESH & A. SUDHAKAR 

42 

12. A STUDY ON CONSUMERS PERCEPTION TOWARDS GREEN PACKAGING INITIATIVES WITH REFERENCE TO CONSUMERS IN 

PUDUKKOTTAI DISTRICT 

DR. S. SOLAIAPPAN & S. PALANIAPPAN 

50 

13. THE EMPIRICAL EVIDENCES OF SLOWDOWN OF FDI INFLOW IN INDIA SINCE 2009 

PEARLY JERRY 

55 

14. CORPORATE REPORTING - ITs IMPACT ON INDIVIDUAL INVESTORS 

DR. P. SAIRANI & ANNIE KAVITA 

62 

15. KNOWLEDGE MANAGEMENT STRATEGY AND ACTION PLAN FOR SUCCESSFUL IMPLEMENTATION 

C. RAMANIGOPAL 

67 

16. HUMAN RESOURCE ACCOUNTING IN INDIA – QUANTIFICATION OF QUALITATIVE FACTORS OF EMPLOYEES 

DR. A. CHANDRA MOHAN, S C RAJAN DANIEL & DR. N. KISHOREBABU 

70 

17. THE IMPACT OF ADVERTISING APPEALS ON CUSTOMER BUYING BEHAVIOR 

GUNJAN BAHETI,  DR. RAJENDRA KUMAR JAIN & NIDHI JAIN 

75 

18. ASSESSMENT OF LIQUIDITY IN INDIAN PHARMACEUTICAL INDUSTRY – A STUDY 

K. PADMINI & C. SIVARAMI REDDY 

79 

19. LIQUIDITY MANAGEMENT: AN EMPIRICAL STUDY OF CUDDAPAH SPINNING MILLS LIMITED, KADAPA (AP) 

N.VENKATA RAMANA 

83 

20. INTRAPRENEURSHIP AND ORGANIZATIONAL KNOWLEDGE IN THE CORPORATE ENVIRONMENT: A THEORETICAL FRAMEWORK 

DR. LEENA JAMES 

89 

21. SUGAR INDUSTRY IN INDIA – AN OVERVIEW 

V. RAMESH BABU & DR. M. MADHUSUDHANA VARMA 

93 

22. PEPPER PRODUCTION TREND IN INDIA: AN OVERVIEW 

DR. P. CHENNAKRISHNAN 

101 

23. FINANCING STRATEGIES FOR SMEs IN INDIA – A WAY OUT 

AMITESH KAPOOR 

104 

24. BRAND LOYALTY- A MEASURE 

DR. Y. JAHANGIR 

112 

25. ANALYSIS OF LIQUIDITY, PROFITABILITY AND WORKING CAPITAL MANAGEMENT - AN EMPIRICAL STUDY ON BSE LISTED COMPANIES 

HUMA KHAN 

116 

26. COMPLAINTS MANAGEMENT IN BANKS: AN AID TO CUSTOMER SATISFACTION 

DR. HARPREET KAUR KOHLI 

120 

27. PERFORMANCE MANAGEMENT: A HOLISTIC REQUIREMENT FOR ORGANIZATIONS 

DR. RAJNI SINGH 

124 

28. WORK EFFICIENCY ACQUISITION: AN IMPERATIVE NEED FOR HUMAN RESOURCE PROFESSIONAL 

DR. L. N. ARYA & SATYAM PINCHA 

128 

29. RETENTION AND SATISFACTION OF CONSUMERS: A STUDY OF UNIVERSITY OF JAMMU 

ANJU THAPA 

132 

30. CUSTOMER SATISFACTION TOWARDS VARIOUS FACILITIES PROVIDED BY PUBLIC BANKS (A COMPARATIVE STUDY OF PNB AND SBP IN 

JIND DISTRICT, HARYANA) 

ANJU BALA 

136 

 REQUEST FOR FEEDBACK 142 



VOLUME NO. 3 (2012), ISSUE NO. 11 (NOVEMBER)  ISSN 0976-2183 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

iii

CHIEF PATRONCHIEF PATRONCHIEF PATRONCHIEF 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 

    

FOUNDER FOUNDER FOUNDER FOUNDER PATRONPATRONPATRONPATRON    
LATE SH. RAM BHAJAN AGGARWAL 

Former State Minister for Home & Tourism, Government of Haryana 

Former Vice-President, Dadri Education Society, Charkhi Dadri 

Former President, Chinar Syntex Ltd. (Textile Mills), Bhiwani 

    

COCOCOCO----ORDINATORORDINATORORDINATORORDINATOR 
DR. SAMBHAV GARG 

Faculty, M. M. Institute of Management, MaharishiMarkandeshwarUniversity, Mullana, Ambala, Haryana 
    

ADVISORSADVISORSADVISORSADVISORS 
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., HaryanaCollege of Technology & Management, Kaithal 

PROF. S. L. MAHANDRU 
Principal (Retd.), MaharajaAgrasenCollege, Jagadhri 

    

EDITOREDITOREDITOREDITOR 
PROF. R. K. SHARMA 

Professor, Bharti Vidyapeeth University Institute of Management & Research, New Delhi 

    

COCOCOCO----EDITOREDITOREDITOREDITOR 
DR. BHAVET 

Faculty, M. M. Institute of Management, MaharishiMarkandeshwarUniversity, Mullana, Ambala, Haryana 

    

EDITORIAL ADVISORY BOARDEDITORIAL ADVISORY BOARDEDITORIAL ADVISORY BOARDEDITORIAL ADVISORY BOARD    
DR. RAJESH MODI 

Faculty, YanbuIndustrialCollege, Kingdom of Saudi Arabia 

PROF. SANJIV MITTAL 
UniversitySchool of Management Studies, Guru Gobind Singh I. P. University, Delhi 

PROF. ANIL K. SAINI 
Chairperson (CRC), Guru Gobind Singh I. P. University, Delhi 

 



VOLUME NO. 3 (2012), ISSUE NO. 11 (NOVEMBER)  ISSN 0976-2183 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

iv

DR. SAMBHAVNA 
Faculty, I.I.T.M., Delhi 

DR. MOHENDER KUMAR GUPTA 
Associate Professor, P.J.L.N.GovernmentCollege, Faridabad 

DR. SHIVAKUMAR DEENE 
Asst. Professor, Dept. of Commerce, School of Business Studies, Central University of Karnataka, Gulbarga 

DR. MOHITA 
Faculty, Yamuna Institute of Engineering & Technology, Village Gadholi, P. O. Gadhola, Yamunanagar 

    

ASSOCIATE EDITORSASSOCIATE EDITORSASSOCIATE EDITORSASSOCIATE 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 

PROF. V. SELVAM 
SSL, VIT University, Vellore 

PROF. N. SUNDARAM      
VITUniversity, Vellore 

DR. PARDEEP AHLAWAT 
Associate Professor, Institute of Management Studies & Research, MaharshiDayanandUniversity, Rohtak 

DR. S. TABASSUM SULTANA 
Associate Professor, Department of Business Management, Matrusri Institute of P.G. Studies, Hyderabad 

    

TECHNICAL ADVISORTECHNICAL ADVISORTECHNICAL ADVISORTECHNICAL ADVISOR    
AMITA 

Faculty, Government M. S., Mohali 

DR. MOHITA 
Faculty, Yamuna Institute of Engineering & Technology, Village Gadholi, P. O. Gadhola, Yamunanagar 

    

FINANCIAL ADVISORSFINANCIAL ADVISORSFINANCIAL ADVISORSFINANCIAL ADVISORS    
DICKIN GOYAL 

Advocate & Tax Adviser, Panchkula 

NEENA 
Investment Consultant, Chambaghat, Solan, Himachal Pradesh 

    

LEGAL ADVISORSLEGAL ADVISORSLEGAL ADVISORSLEGAL ADVISORS    
JITENDER S. CHAHAL 

Advocate, Punjab & Haryana High Court, Chandigarh U.T. 

CHANDER BHUSHAN SHARMA 
Advocate & Consultant, District Courts, Yamunanagar at Jagadhri 

    

SUPERINTENDENTSUPERINTENDENTSUPERINTENDENTSUPERINTENDENT    
SURENDER KUMAR POONIA 



VOLUME NO. 3 (2012), ISSUE NO. 11 (NOVEMBER)  ISSN 0976-2183 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

v

CALL FOR MANUSCRIPTSCALL FOR MANUSCRIPTSCALL FOR MANUSCRIPTSCALL 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; Management 

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 address: infoijrcm@gmail.com.  

GUIDELINES FOR SUBMISSION OF MANUSCRIPTGUIDELINES FOR SUBMISSION OF MANUSCRIPTGUIDELINES FOR SUBMISSION OF MANUSCRIPTGUIDELINES 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. 

I 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. 

I 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) There is 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. 



VOLUME NO. 3 (2012), ISSUE NO. 11 (NOVEMBER)  ISSN 0976-2183 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

vi

 

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

9. MAIN TEXT: 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. FIGURES & TABLES: These should be simple, crystal clear, 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. EQUATIONS:These should be consecutively numbered in parentheses, horizontally centered with equation number placed at the right. 

12. REFERENCES: 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: 

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

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

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

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

• 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. 

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

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

 

PLEASE USE THE FOLLOWING FOR STYLE AND PUNCTUATION IN REFERENCES: 

BOOKS 

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

• 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 

• 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 

• 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 

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

ONLINE RESOURCES  

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

WEBSITES  

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



VOLUME NO. 3 (2012), ISSUE NO. 11 (NOVEMBER)  ISSN 0976-2183 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

12

EVALUATING THE FINANCIAL SOUNDNESS OF SELECTED COMMERCIAL BANKS IN SRI LANKA: AN 

APPLICATION OF BANKOMETER MODEL 
 

NIMALATHASAN, B. 

SR. LECTURER 

DEPARTMENT OF ACCOUNTING 

FACULTY OF MANAGEMENT STUDIES & COMMERCE 

UNIVERSITY OF JAFFNA 

THIRUNELVELY 

 

BALAPUTHIRAN, S 

SR. LECTURER 

DEPARTMENT OF ACCOUNTING 

FACULTY OF MANAGEMENT STUDIES & COMMERCE 

UNIVERSITY OF JAFFNA 

THIRUNELVELY 

 

PRIYA, K 

ASST. LECTURER 

DEPARTMENT OF ACCOUNTING 

FACULTY OF MANAGEMENT STUDIES & COMMERCE 

UNIVERSITY OF JAFFNA 

THIRUNELVELY 

 

ABSTRACT 
Financial system of a country is broadly the mechanism in the financial market which deals with the business or transactions in money. The banking sector is 

moving towards the goal of integrated financial services because of the strong competition and quick changes of technology. In developing countries like Sri 

Lanka, banking sector provides fund for other organizational developments.  Economic development of the economy is reflected through the soundness of the 

banking system. Therefore, the present study is initiated for evaluating financial soundness of selected commercial banks in Sri Lanka during from 2006 to 2010 

(05years). The study concluded that state banks are in sound position in comparison to private banks. Bankometer will help the banks internal management to 

avoid insolvency issues with a proper control over their operations. For improving financial position, therefore, the necessity of qualified trained and experienced 

management personnel; Government realistic measure, following participative management, supply of adequate working capital, setting realistic goals, fixation 

of accountability and motivation for achievement of performance and penalisation for non-achievement of the same etc must be ensured in the sample selected 

listed companies 

 

KEYWORDS 
Financial Soundness, Commercial Banks, Bankometer model. 

 

BACKGROUND AND STATEMENT OF THE PROBLEM  
he increasing competition in the national and international banking markets, the change over towards monetary unions and the new technological 

innovations herald major changes in banking environment, and challenge all banks to make timely preparations in order to enter into new competitive 

financial environment(Velnampy & Nimalathasan, 2010). 

Managers, stockholders, lenders and employees are concerned about their firm’s financial condition.  The job security of managers and employees is not assured 

should their firms struggle financially. According to the Mingo (2000) stockholders’ equity position and lenders’ claims are also not guaranteed.  Government, as 

a regulator in a competitive market, has concerns about the consequences of financial distress for firms, and it controls capital adequacy through the regulatory 

capital requirement.  The banking sector is one of the most important instruments of the national development, occupies a unique place in a nation’s economy. 

Economic development of the economy is reflected through the soundness of the banking system (Gaur, Sukhija & Julee, 2012). 

The improvement in the performance of has been achieved despite several hurdles appearing on the way, such as temporary slowdown in the economic activity. 

Therefore any issue relating to banks directly impacts the well being of the economy. Sound financial health of the banks is the guarantee not only to its 

depositors but is equally significant for the shareholders, employees and the whole economy as well.  The tightening liquidity situation and changes in 

regulations.   Davies (2010) stated that banking system soundness matters because it gives some indication of how the financial problems would be transmitted 

to the real economy. Financial soundness (solvency) of the bank means the ability of the bank to meet its long term fixed expenses and accomplishing long term 

expansion and growth plans. The better the banks solvency position, the better it is financially. 

 

OBJECTIVES  
The study covers the following objectives as stated below 

1. To measure and evaluate the financial soundness of the state and private sector banks in Sri Lanka.  

2. To compare the state and private sector banks on the basis of their financial soundness. 

3. To suggest some line of actions for solving problems. 

 

REVIEW OF LITERATURE AND HYPOTHESES DEVELOPMENT 
Bhattacharya (1997) found that during the post liberalisation ear efficiency of public sector banks declined whereas that of private and foreign banks has 

improved overtime. Maria, Silva and Thannassoulis (2003) evaluated the Japanese banks and concluded that major problem of failed banks was not the 

inefficiency of management but the below standard capital adequacy ratio and considerable problem in their asset quality. 

T
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According to Kumbhakar and Sarkar (2003) revealed that the performance of private sector banks but not the public sector banks have improved in response to 

deregulation measures. Das and Ghosh (2006) found a close relationship is observed between efficiency and soundness of banks as determined by capital 

adequacy ratio. The study of Kumar and Gulati (2008) exhibited that the overall technical inefficiency of Indian commercial banks was due to both poor input 

utilization and failure to operate at most productive scale size. 

Wu and Zhang (2005) found that industry factors and the corporate size played a great role in affecting the financial distress: cost of financial distress became 

great when enterprise in financial distress stood in a poor business environment, and asset size of enterprises had a positive relationship with financial distress 

cost. 

Zhang C, Zhang YP, Zhang YC Chen, and Wan (2006) selected 15 financial indicators to forecast EPS: equity per share, dividend pay-out ratio, dividend per share 

return on net assets, retained earnings ratio, current ratio, quick ratio, total debt to total assets, long-term debt to total assets, sales to accounts receivable, 

sales to inventory, gross margin ratio, net income to sales, return on investment and return on equity. According to the Nimalathasan (2008), it is evident from 

the discussion that average financial position of selected listed manufacturing companies was not sound during the period understudy. Moreover, test of the 

soundness as revealed by Z score (Altman Model) showed that the selected companies were on verge of failure. 

Based on the literatures, various studies have done in the context of financial position or performance; however, there are no sufficient studies for evaluating 

the financial soundness of commercial banks in Sri Lanka. Hence, in attempt to fill this research gap, the present study is initiated on evaluating the financial 

soundness of commercial banks in Sri Lanka using bankometer parameters.  

 

RESEARCH METHODOLOGY  
These describe data sources and sampling design, period of the study, reliability and validity of the data, and tool of mode of analysis.  

DATA SOURCES AND SAMPLING DESIGN  

To accomplish the above mentioned research objectives and hypotheses, the data for this study are gathered from the bank’s financial statements as published 

by state banks [BOC (Bank of Ceylon) and PB (Peoples’ Bank)] and private bank (Commercial Bank of Ceylon Plc (CBC) and Hatton National Bank Plc. (HNB). In 

addition, another source of data was through reference to the review of different articles, papers, and relevant previous studies. 

PERIOD OF THE STUDY  

All branches are taken for the study representing the period of 2006 to 2010. 

RELIABILITY AND VALIDITY OF THE DATA 

Secondary data for the study are drawn from audit accounts (i.e., income statement and balance sheet) of the concerned bank; therefore, these data may be 

considered reliable for the purpose of the study. Necessary checking and cross checking were done while scanning information and data from the secondary 

sources. All these efforts were made in order to generate validity data for the present study.  Hence researcher satisfied content validity.  

TOOL OF DATA ANALYSIS 

Bankometer ratios are derived from both the CAMELS and CLSA stress test parameters with some modifications. The changes in the selected ratios are made 

only to synthesize the measurement of banks soundness. Following IMF (2000) recommendations, we used the procedure of Bankometer to measure the state 

and private sector bank in Sri Lanka. This procedure has the quality of minimum number of parameters with maximum accurate results. 

BANKOMETER PARAMETERS 

Capital Adequacy Ratio : 40 %≤CAR≥08% 

Capital to Assets Ratio - Capital / Asset : ≥04% 

Equity to total Assets - Equity / Asset : ≥ 02% 

NPLs to Loans - NPLs / Loans : ≤15% 

Cost to Income ratio - Cost / Income : ≤40% 

Loans to Assets - Loan / Asset : ≤ 65% 

These percentages explain a bank that; 

• has capital adequacy ratio between 8% to 40%, 

• has more than 4% capital to assets ratio, 

• has equity to assets ratio greater than 2%, 

• has controlled non-performing loans (NPLs) ratio below 15% and 

• has maintained liquidity by controlling loans to assets ratio below 40%, 

It is therefore important for management to focus more on trying to predict the banks that are vulnerable to financial distress in near future using bankometer 

ratio, which is: 

S = 1.5* CA+1.2* EA +3.5 * CAR+0.6*NPL+0.3*CI+04*LA 

Where ‘S’ stands for solvency 

CAR stands for capital adequacy ratio 

CA    stands for capital assets ratio 

EA     stands for equity to assets 

NPL stands for non performing loans to loans 

CI     stands for cost to income 

LA   stands for loans to assets 

and 50<S<70 

According to the  Altman (1968)  stated that all banks having 'S' value greater than 70 are solvent and termed as super sound banks, while those banks having 'S' 

value below 50 are not solvent. The area between 50 and 70 is defined as gray area because of the susceptibility to error classification. 

 

DATA ANALYSIS AND FINDINGS  
The financial soundness of banks has been measured by using the Bankometer procedure which is discussed in Table-1. 

 

TABLE - 1: RESULTS OF THE BANKOMETER 

 

 

 

 

 

 

 

 

It is evident from the table-1; the results of solvency revealed that all the banks have sound financial position as all of them having Solvency Score 50-70 

percentage (i.e., bankometer procedure).   

BOC (69.00) stood at the first position followed by PB (61.90) and HNB PLC Bank (61.80). CBC PLC (58.68) placed at last position. On the basis of the Bankometer 

results it is found that state banks are in sounder solvency position in comparison to private sector banks. Bankometer will help the banks internal management 

Variables  CAR CA EA NPL CI LA S 

Percentage  40 %≤CAR≥08% ≥04% ≥ 02% ≤15% ≤40% ≤ 65% Max  70 % & Min. 50 % 

Name of the Bank   

S
ta

te
 

B
a

n
k

s 

BOC 13.49 0.01 0.05 0.05 64.54 0.57 69.00 

PB 12.92 0.03 0.09 0.07 54.20 0.06 61.90 

P
ri

v
a

t

e
 

CBC PLC 9.84 0.00 0.04 6.30 59.74 0.62 58.68 

HNB  PLC 12.12 0.02 0.08 0.08 55.70 0.62 61.80 
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to avoid insolvency issues with a proper control over their operations. This new procedure will help the banks to gauge the solvency problems and to eradicate 

the shortcomings through a proper channel.  

 

CONCLUDING REMARKS 
For improving financial position, therefore, the necessity of qualified trained and experienced management personnel; Government realistic measure, following 

participative management, supply of adequate working capital,   setting realistic goals, fixation of accountability and motivation for achievement of performance 

and penalization for non-achievement of the same etc must be ensured in the selected banking sector.  The study concluded that state banks are in sound 

position in comparison to private banks. Bankometer will help the banks internal management to avoid insolvency issues with a proper control over their 

operations. 

This new procedure will help the banks to gauge the solvency problems and to eradicate the shortcomings through a proper channel. The study suggests that the 

private banks required taking some corrective measures to improve their respective ratios performance to compete with private banks. 
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