VoLUME No. 6 (2016), | ssue No. 02 (FEBRUARY) | SSN 2231-1009

INTERNATIONAL JOURNAL OF RESEARCH IN
COMPUTER APPLICATION & MANAGEMENT

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., Google Scholar,

Index Copernicus Publishers Panel, Poland [iffCAVAINEIONS08 8. number of libraries all around the world.
Circulated all over the world & Google has verified that scholars of more than 4767 Cities in 180 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. 6 (2016), | ssue No. 02 (FEBRUARY) | SSN 2231-1009

CONTENTS

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

1. |IMPACT OF ASSET QUALITY ON SOLVENCY & LIQUIDITY OF BANKS: A COMPARATIVE STUDY OF 1
PUBLIC SECTOR AND PRIVATE SECTOR BANKS IN INDIA
NARASIMHA PRAKASH & DR. S. RAMESH

2. |AN ANALYSIS OF ATTITUDES OF EMPLOYEES TOWARDS OVERTIME PRACTICES IN PHARMACEUTICAL 6
INDUSTRY
DR. VIJAYALAKSHMI KANTETI

3. |ACOST EFFECTIVE ANALYSIS OF TECHNICAL TRAINING IN POWER SUPPLY COMPANY 9
COLLINS MUDENDA & PRISCA KAPUTO

4. |ASTUDY OF PROGRESS AND CHALLENGES OF SHGs IN KARJAT TALUKA 14
DR. B.S.RUPNAWAR & SNEHA G. UPADHYE

5. |CYBER-BULLYING: VICTIMIZATION OF ADOLESCENT GIRLS 17
DR. AARTI TOLIA

6. |FINANCIAL PERFORMANCE EVALUATION OF KARNATAKA CO-OPERATIVE MILK PRODUCERS 19
FEDERATION LTD. IN KARNATAKA WITH SPECIAL REFERENCE TO DAKSHINA KANNADA MILK UNION
JAYALAKSHMI H. Y. & DR. P. N. UDAYACHANDRA

7. |SOFTWARE EVOLUTION: PAST, PRESENT AND FUTURE 23
M. VENKATESWARA RAO

8. |CUSTOMER PERSPECTIVE OF RELATIVE IMPORTANCE OF VISUAL MERCHANDISING VARIABLES: A 28
CASE OF ELECTRONIC GOODS RETAILER IN HYDERABAD
M. HIMABINDU

9. |CUSTOMER EXPECTATIONS & HEALTHCARE PROFESSIONALS PERCEPTION OF CUSTOMER 31
EXPECTATION OF SERVICE QUALITY: A GAP ANALYSIS
SWETA DCUNHA, SUCHARITA SURESH & DR. VIJAYA KUMAR

10. |HRPRACTICES AND PERFORMANCE ON THE HOTEL INDUSTRY IN INDIA 38
DR. V. SIVAKUMAR & ABDUL SIBIRIL

11. |EFFECT OF PEOPLE PRACTICES ON TEACHER’S PERCEIVED ORGANIZATIONAL SUPPORT 40
NITHYAGOWRI.P. & DR. KIRUPA PRIYADARSHINI.M

12. |ISSUES AND TRENDS CHANGING SUPPLY CHAIN MANAGEMENT 44
A. KIRAN KUMAR

13. |FINANCIAL ANALYSIS OF CHHATTISGARH RENEWABLE ENERGY DEVELOPMENT AGENCY (CREDA) 47
SUMONA BHATTACHARYA & DR. R. P. AGARWAL

14. |E-COMMERCE: THE INNOVATIVE FACE OF MARKET 57
PARUL GABA & KANCHAN WADHWA

15. |GROWTH AND PERFORMANCE OF SELECT NON BANKING FINANCE COMPANIES IN INDIA 60
V. THILAGAVATHI & M. LALITHA

16. |ROLE OF OUTSIDERS IN DISTRIBUTION OF INFORMATION OVER THE INTERNET 64

HARPREET SINGH WALIA

17. |CSR AS A MEASURE FOR ENHANCED REPUTATION: A REVIEW OF WORLD RENOWNED SELECT 66
COMPANIES
BHAWNA KAPOOR

18. |ASTUDY ON FACTORS INFLUENCING COMPACT CAR CUSTOMERS IN DECISION MAKING AND BUYING 71
OF COMPACT CAR WITH SPECIAL REFERENCE TO COIMBATORE CITY
DR.V.RANGANATHAN, K. MANGAIYARKKARASI & M. KOVARTHINI

19. |INSEARCH OF EXCELLENCE IN SOFTWARE DEVELOPMENT PROJECT: A STUDY 77
AMIT KUMAR PARMAR

20. |[LIVELIHOOD ANALYSIS OF HANDLOOM COMMUNITY: A CASE STUDY OF BALARAMAPURAM 83
HANDLOOM WEAVERS OF KERALA
MUHAMMED JABIR M M

REQUEST FOR FEEDBACK & DISCLAIMER 87

INTERNATIONAL JOURNAL OF RESEARCH IN COMPUTER APPLICATION & MANAGEMENT

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

http://ijrcm.org.in/




VoLUME No. 6 (2016), | ssue No. 02 (FEBRUARY) | SSN 2231-1009

CHIEF PATRON

PROF. K. K. AGGARWAL
Chairman, Malaviya National Institute of Technology, Jaipur
(An institute of National Importance & fully funded by Ministry of Human Resource Development, Government of India)
Chancellor, K. R. Mangalam University, Gurgaon
Chancellor, Lingaya’s University, Faridabad
Founder Vice-Chancellor (1998-2008), Guru Gobind Singh Indraprastha University, Delhi
Ex. Pro Vice-Chancellor, Guru Jambheshwar University, Hisar

FOUNDER PATRON

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

FORMER CO-ORDINATOR,
DR. S. GARG
Faculty, Shree Ram Institute of Business & Management, Urjani

ADVISORS

PROF. M. S. SENAM RAJU
Director A. C. D., School of Management Studies, 1.G.N.O.U., New Delhi
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

EDITORIAL ADVISORY BOARD

DR. RAJESH MODI
Faculty, Yanbu Industrial College, Kingdom of Saudi Arabia
PROF. PARVEEN KUMAR
Director, M.C.A., Meerut Institute of Engineering & Technology, Meerut, U. P.
PROF. H. R. SHARMA
Director, Chhatarpati Shivaji Institute of Technology, Durg, C.G.
PROF. MANOHAR LAL
Director & Chairman, School of Information & Computer Sciences, I.G.N.O.U., New Delhi
PROF. ANIL K. SAINI
Chairperson (CRC), Guru Gobind Singh I. P. University, Delhi
PROF. R. K. CHOUDHARY
Director, Asia Pacific Institute of Information Technology, Panipat
DR. ASHWANI KUSH
Head, Computer Science, University College, Kurukshetra University, Kurukshetra

INTERNATIONAL JOURNAL OF RESEARCH IN COMPUTER APPLICATION & MANAGEMENT

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

http://ijrcm.org.in/




VoLUME No. 6 (2016), | ssue No. 02 (FEBRUARY) | SSN 2231-1009

DR. BHARAT BHUSHAN
Head, Department of Computer Science & Applications, Guru Nanak Khalsa College, Yamunanagar
DR. VIJAYPAL SINGH DHAKA
Dean (Academics), Rajasthan Institute of Engineering & Technology, Jaipur
DR. SAMBHAVNA
Faculty, I..T.M., Delhi
DR. MOHINDER CHAND
Associate Professor, Kurukshetra University, Kurukshetra
DR. MOHENDER KUMAR GUPTA
Associate Professor, P. J. L. N. Government College, Faridabad
DR. SHIVAKUMAR DEENE
Asst. Professor, Dept. of Commerce, School of Business Studies, Central University of Karnataka, Gulbarga
DR. BHAVET
Faculty, Shree Ram Institute of Engineering & Technology, Urjani

ASSOCIATE EDITORS

PROF. ABHAY BANSAL
Head, Department of Information Technology, Amity School of Engineering & Technology, Amity University, Noida
PROF. NAWAB ALI KHAN
Department of Commerce, Aligarh Muslim University, Aligarh, U.P.
ASHISH CHOPRA
Sr. Lecturer, Doon Valley Institute of Engineering & Technology, Karnal

FORMER TECHNICAL ADVISOR,

AMITA
Faculty, Government M. S., Mohali

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 COMPUTER APPLICATION & 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




VoLUME No. 6 (2016), | ssue No. 02 (FEBRUARY) | SSN 2231-1009

CALL FOR MANUSCRIPTS

We invite unpublished novel, original, empirical and high quality research work pertaining to recent developments & practices in the areas of Computer
Science & Applications; Commerce; Business; Finance; Marketing; Human Resource Management; General Management; Banking; Economics; Tourism
Administration & Management; Education; Law; Library & Information Science; Defence & Strategic Studies; Electronic Science; Corporate Governance;
Industrial Relations; and emerging paradigms in allied subjects like Accounting; 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; Rural Economics; Co-operation; Demography: Development Planning; Development Studies;
Applied Economics; Development Economics; Business Economics; Monetary Policy; Public Policy Economics; Real Estate; Regional Economics; Political
Science; Continuing Education; Labour Welfare; Philosophy; Psychology; Sociology; Tax Accounting; Advertising & Promotion Management; Management
Information Systems (MIS); Business Law; Public Responsibility & Ethics; Communication; Direct Marketing; E-Commerce; Global Business; Health Care
Administration; Labour 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; International Relations; Human Rights & Duties; Public Administration; Population Studies; Purchasing/Materials Management;
Retailing; Sales/Selling; Services; Small Business Entrepreneurship; Strategic Management Policy; Technology/Innovation; Tourism & Hospitality;
Transportation Distribution; Algorithms; Artificial Intelligence; Compilers & Translation; Computer Aided Design (CAD); Computer Aided Manufacturing;
Computer Graphics; Computer Organization & Architecture; Database Structures & Systems; Discrete Structures; Internet; Management Information
Systems; Modeling & Simulation; Neural Systems/Neural Networks; Numerical Analysis/Scientific Computing; Object Oriented Programming; Operating
Systems; Programming Languages; Robotics; Symbolic & Formal Logic; Web Design and emerging paradigms in allied subjects.

Anybody can submit the soft copy of unpublished novel; original; empirical and high quality research work/manuscript - in M.S. Word format
after preparing the same as per our GUIDELINES FOR SUBMISSION; at our email address i.e. infoijrcm@gmail.com or online by clicking the link online
submission as given on our website (FOR ONLINE SUBMISSION, CLICK HERE).

GUIDELINES FOR SUBMISSION OF MANUSCRIPT
L COVERING LETTER FOR SUBMISSION:

DATED:

THE EDITOR
IJRCM

Subject: SUBMISSION OF MANUSCRIPT IN THE AREA OF

(e.g. Finance/Mkt./HRM/General Mgt./Engineering/Economics/Computer/IT/ Education/Psychology/Law/Math/other, please
specify)

DEAR SIR/MADAM

Please find my submission of manuscript entitled * ’ for possible publication in one
of 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.

I affirm that all the co-authors of this manuscript have seen the submitted version of the manuscript and have agreed to their inclusion
of names as co-authors.

Also, if my/our manuscript is accepted, | agree to comply with the formalities as given on the website of the journal. The Journal has
discretion to publish our contribution in any of its journals.

NAME OF CORRESPONDING AUTHOR

Designation

Institution/College/University with full address & Pin Code

Residential address with Pin Code

Mobile Number (s) with country ISD code

Is WhatsApp or Viber active on your above noted Mobile Number (Yes/No)
Landline Number (s) with country ISD code

E-mail Address

Alternate E-mail Address

Nationality

INTERNATIONAL JOURNAL OF RESEARCH IN COMPUTER APPLICATION & MANAGEMENT

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

http://ijrcm.org.in/




VoLUME No. 6 (2016), | ssue No. 02 (FEBRUARY) | SSN 2231-1009

10.
11.

NOTES:

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

b) The sender is required to mention the following in the SUBJECT COLUMN of the mail:

New Manuscript for Review in the area of (e.g. Finance/Marketing/HRM/General Mgt./Engineering/Economics/Computer/IT/
Education/Psychology/Law/Math/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 expected to be below 1000 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 within twenty four hours 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 a separate mail to the journal.

g) The author (s) name or details should not appear anywhere on the body of the manuscript, except the covering letter and the
cover page of the manuscript, in the manner as mentioned in the guidelines.

MANUSCRIPT TITLE: The title of the paper should be bold typed, centered and fully capitalised.

AUTHOR NAME (S) & AFFILIATIONS: Author (s) name, designation, affiliation (s), address, mobile/landline number (s), and
email/alternate email address should be given underneath the title.

ACKNOWLEDGMENTS: Acknowledgements can be given to reviewers, guides, funding institutions, etc., if any.

ABSTRACT: Abstract should be in fully italicized text, ranging between 150 to 300 words. The abstract must be informative and explain
the background, aims, methods, results & conclusion in a SINGLE PARA. Abbreviations must be mentioned in full.

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 stop at the end. All words of the keywords, including the first one should be in small letters, except
special words e.g. name of the Countries, abbreviations.

JEL CODE: Provide the appropriate Journal of Economic Literature Classification System code (s). JEL codes are available at
www.aeaweb.org/econlit/jelCodes.php, however, mentioning JEL Code is not mandatory.

MANUSCRIPT: Manuscript must be in BRITISH ENGLISH prepared on a standard A4 size PORTRAIT SETTING PAPER. It should be free
from any errors i.e. grammatical, spelling or punctuation. It must be thoroughly edited at your end.

HEADINGS: All the headings must be bold-faced, aligned left and fully capitalised. Leave a blank line before each heading.
SUB-HEADINGS: All the sub-headings must be bold-faced, aligned left and fully capitalised.
MAIN TEXT:

THE MAIN TEXT SHOULD FOLLOW THE FOLLOWING SEQUENCE:

INTRODUCTION
REVIEW OF LITERATURE
NEED/IMPORTANCE OF THE STUDY
STATEMENT OF THE PROBLEM
OBJECTIVES
HYPOTHESIS (ES)
RESEARCH METHODOLOGY
RESULTS & DISCUSSION
FINDINGS
RECOMMENDATIONS/SUGGESTIONS
CONCLUSIONS
LIMITATIONS
SCOPE FOR FURTHER RESEARCH
REFERENCES
APPENDIX/ANNEXURE

The manuscript should preferably range from 2000 to 5000 WORDS.

INTERNATIONAL JOURNAL OF RESEARCH IN COMPUTER APPLICATION & MANAGEMENT

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

Vi

http://ijrcm.org.in/




VoLUME No. 6 (2016), | ssue No. 02 (FEBRUARY) | SSN 2231-1009

12. 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.

13. EQUATIONS/FORMULAE: These should be consecutively numbered in parenthesis, horizontally centered with equation/formulae
number placed at the right. The equation editor provided with standard versions of Microsoft Word should be utilised. If any other
equation editor is utilised, author must confirm that these equations may be viewed and edited in versions of Microsoft Office that
does not have the editor.

14. ACRONYMS: These should not be used in the abstract. The use of acronyms is elsewhere is acceptable. Acronyms should be defined
on its first use in each section: Reserve Bank of India (RBI). Acronyms should be redefined on first use in subsequent sections.

15. 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. Also check to make sure
that everything that you are including in the reference section is duly cited in the paper. 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.

J 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 parenthesis.

. Headers, footers, endnotes and footnotes should not be used in the document. However, you can mention short notes to elucidate
some specific point, which may be placed in number orders after the 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, 19-23

UNPUBLISHED DISSERTATIONS
. 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 Gas Policy, Political Weekly, Viewed on January 01, 2012 http://epw.in/user/viewabstract.jsp

INTERNATIONAL JOURNAL OF RESEARCH IN COMPUTER APPLICATION & MANAGEMENT

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

http://ijrcm.org.in/

Vii




VoLUME No. 6 (2016), | ssue No. 02 (FEBRUARY) | SSN 2231-1009
IMPACT OF ASSET QUALITY ON SOLVENCY & LIQUIDITY OF BANKS: A COMPARATIVE STUDY OF PUBLIC
SECTOR AND PRIVATE SECTOR BANKS IN INDIA

NARASIMHA PRAKASH
RESEARCH SCHOLAR
BHARATHIAR UNIVERSITY
COIMBATORE

DR. S. RAMESH
DEAN
POST GRADUATE STUDIES IN COMMERCE
MOUNT CARMEL COLLEGE
BANGALORE

ABSTRACT

Banks are the custodians of money entrusted to them by their depositors which is one of the main sources of funds in their operations. These funds are deployed in
creating banking assets in the form of lending and investments which gives them a return to not only meet the cost of deposits and other source of funds, but to
meet the operating costs and also maximising the return to the shareholders. In the normal course of their business operations, banks face the risk of non-servicing
and non-return of the funds lent to their borrowers which is one of the main business risks known as the ‘credit risk’. Though the credit risk has always been there
in the banking system in view of the very nature of the business, this has received added attention in the recent past especially after the global financial crisis of
2007-08. The slow down in the industrial and commercial activities caused by the crisis has severely impacted the servicing of debts by the borrowers. This has led
to the deterioration in the quality of assets of banks thus affecting their financial performance. The current study spanning a period of ten years from FY 2005 to
2014 is intended to analyse the impact of the Asset Quality on the two macro financial parameters of Solvency and Liquidity of commercial banks in India. The
results of the study show that the solvency of New Private Sector Banks and Old Private Sector Banks is higher than the Public Sector Banks. On the other hand, the
Liquidity of New Private Sector Banks was significantly higher than the Old Private Sector Banks and the Public Sector Banks.

KEYWORDS
Asset Quality, Liquidity, Non-performing Assets, Solvency.

INTRODUCTION
anking as an essential economic activity originated centuries ago in several countries. The origin of Banking in India can be traced back to the early ages of
civilisation. ‘Evidence regarding the existence of money-lending operations in India is found in the literature of Vedic times, i.e., 2000 to 1400 BC. The
literature of Buddhist period, supply evidence of the existence of sreshtis or bankers. From the laws of Manu, it appears that money-lending and allied
problems had assumed considerable importance in ancient India’1
Modern banking in an organised way is said to have commenced during the period of 16" and 19% centuries with the traditional banking functions of accepting
deposits, money lending, money changing and even transferring of funds. Though banking has evolved from a simple way of dealing with deposits and lending to
the modern day of using technology to deliver the same services, the basic function of ‘intermediation’ has never changed. While the depositors’ motive of saving
is to meet their future needs by sacrificing their present consumption, the borrowers approach banks to satisfy their present funding needs. The intermediation
process generates a surplus and helps in sustaining and remaining in the business long term. Unlike other intermediaries, the banks are unique and the reasons
are not difficult to find. Banks are perceived to be almost risk free when the saving community entrust their money to them.
While accepting of deposits from the general public by banks is fraught with little risk, there is a huge responsibility assumed by the banks in deployment of these
resources. Banks are considered trustees of depositors’ money and it is expected that they would take utmost care in their lending and investment activities. Banks
accept savings from the general public without any choice, but they need to be very choosy to whom they lend and invest. Despite of their best efforts, banks
often find that some of their loans and investments turn sour. It is a common phenomenon that not every borrower will repay the money borrowed. It means
that some loans that a bank makes will not be recovered and the non-recovered principal will be a charge against the profits earned apart from losing an
opportunity to earn a return on the loans which becomes non-recoverable. This is an inherent risk in banking and cannot be avoided totally in spite of all good
strategies and efficient risk management systems adopted by banks.
The present study is aimed at studying what the asset quality means in banks, consequences of poor asset quality and impact of asset quality on their financial
performance. These aspects will be studied with reference to the SBI & Associate banks, Public Sector Banks, Old Private Sector Banks and New Private Sector
Banks operating in India.

REVIEW OF LITERATURE

In the past, several studies have been carried out with reference to the asset quality and how it is impacted by macro economic factors and its impact on the
performance of the banks. Some of the relevant studies related to the subject of discussion are stated herein.

Lokare Shashidhar M. (2014) in an RBI published working paper explores the macro-financial linkages and micro level sources underlying the asset quality
deterioration. The study shows that external macroeconomic situation post-crisis, high inflation and reduced asset prices have eroded the debt servicing ability of
borrowers contributed to the asset quality problems. The study also went into the sectoral analysis which revealed rising incidence of loan defaults in
infrastructure, retail, SSIs and agriculture across bank groups. In a similar study by Latif Abdul Alhassan et al., (2014) examined both bank level and macroeconomic
determinants of bank assets quality in an emerging Ghanaian banking with high levels of non-performing loans. The study covering a six year period of 2005 —
2010 indicates that significant portions of banking industry assets are locked up in non-performing loans. They find evidence of persistence positive effect on non-
performing loans from market concentration, bank size and income diversification, while bank interest spread and credit growth impact negatively on the
performance of bank loan portfolio. The study also supports the view that the macroeconomic environment is an important factor in explaining non-performing
loans and specifically show inflation rate and exchange rate depreciation negatively impacts the assets quality of banking industry.

In a study by Abata, et al, (2014) of commercial banks in Nigeria shows that there is a significant relationship between bank performance (in terms of profitability)
and asset quality (in terms of loan performance). Loans and advances, loan loss provisions and non performing loans are major variables in determining asset
quality of a bank. The study reveals that where a bank does not effectively manage its risk, its profit will be unstable. Banks become more concerned because
loans are usually among the riskiest of all assets and therefore may threaten their liquidity position and lead to distress. Better credit risk management results in
better bank performance
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Bock De Reinnout, et al, an IMF working paper (2012) on ‘Bank Asset Quality in Emerging Markets: Determinants and Spillovers’ study the vulnerability of emerging
markets and their banks to aggregate shocks. They find significant links between banks’ asset quality, credit and macroeconomic aggregates. Lower economic
growth, exchange rate depreciation, weaker terms of trade and a fall in debt-creating capital inflows reduce credit growth while loan quality deteriorates.

Ram Mohan and Subhash Ray (2004), make a comparison of performance among three categories of banks — public (PSBs), private and foreign using inputs and
outputs and comparing revenue maximisation efficiency of banks during 1992-2000. The study used the interest spread and interest spread net of provisions (both
as proportions of total assets) as measures for revenue and intermediation cost to total assets ratio as costs. For the purpose of computing revenue maximisation
efficiency, loans, investments and other income are treated as outputs and deposits and operating costs as inputs. The results of the study show that PSBs are
significantly better than private sector banks on revenue maximisation efficiency but there is no difference between PSBs and foreign banks.

In a study of determinants of bank asset quality and profitability by Swamy (2013) reveals that favourable macroeconomic conditions facilitate in NPA management
leading to better asset quality. As the banks grow in size, they tend to control the NPA owing to efficiency in their management, meaning larger banks exhibit
better credit risk management with lower NPA levels. Priority Sector lending is found to be not much significant in contributing to NPAs in contrast to the perception
otherwise. This study shows that private banks and foreign banks are better placed in terms of their efficiencies in credit management in containing the NPAs.
Das & Ghosh (2007) in their study reveal that at the macro level, GDP growth and at the bank level, real loan growth, operating expenses and bank size play an
important role in influencing problem loans. Also observed is a rapid expansion of lending by banks often leads to poor loan quality, albeit with a lag, because the
growth of lending may outstrip the lender’s capacity to appraise and monitor its borrowers, bigger banks tends to have higher problem loans and from the
supervisory standpoint, excessive rapid loan growth, as well as sharp declines in bank capital levels which can be used as pointers to the deterioration in the
financial health of banks and early warning signals of future problem loans.

In a study of NPA and select key financial heads by Bamoriya and Jain (2013) shows some interesting results. A multiple regression equation taking NPA as
dependent variable and Total Deposits, Total Advances, Deposits and Net Interest Income as independent variable was formed to examine the total effect of
independent variables on NPA. Among the select Key Financial Heads, Total Assets had significant negative impact on NPAs implying that with increase in Total
Assets, NPAs decreases. Total Advances and Net Interest Income had no significant impact on NPAs as while the Total Deposits had significant positive impact on
NPAs meaning that with increase in Total Deposits, NPAs also increases.

The current study is aimed at analysing the impact of the asset quality on two important macro indicators i.e. the solvency and liquidity of banks in India by way a
comparative analysis of public sector banks and private sector banks covering a period of ten years from 2005 to 2014.

STATEMENT OF THE PROBLEM

Asset quality has received added focus in the recent times especially after the financial crisis in the USA in 2007-08 which not only affected the financial system in
the US, but elsewhere around the globe. It is not difficult to comprehend this as the financial systems of different countries are well connected by movement of
funds for investment. The impact of the slow down has affected various countries and their local manufacturing, commercial, services and export-import activities
which had their spill over effect on the banking system. As the banks are the main source of funding for all kinds of economic activities especially in developing
countries like India, the impact of the slow down has not only affected fresh off take of funds, but the quality of existing loans and advances have also been
adversely affected. Given the background of the slow down and the damage it caused to the financial system in general and the banking system in particular, the
Basel Committee for Banking Supervision has come out with Basel Il norms which have more stringent risk management measure to be adopted by the banks.
This has resulted in additional capital requirements to be met by banks in the next couple of years. Therefore, in the current dispensation, banks not only need to
ensure that there is no further slippage in the quality of existing loan portfolio, but also scout for only high quality assets. This situation has prompted a number
of studies being carried out to analyse the reasons for the poor asset quality, ways and means to improve the quality of assets, impact on the financial performance
of banks, etc.,

Some of the recent statistics relating to the non-performing assets of Indian banks reveal the alarming situation calling for a close attention by the government
and the RBI. The gross NPA of 39 listed banks rose 26.87% to Rs. 3.40 trillion in the quarter ended September 2015 from Rs. 2.68 trillion for the same quarter the
previous year. According to a report by CARE Ratings, Gross NPA ratio of banks in India rose to 4.9 % in the September 2015 quarter from 4.2% in the same period
the previous year. The average Gross NPA in the public sector banks stood at 6% at the end of September 2015. According to a rough estimate, public sector banks
would need an additional capital of Rs. 2.40 Lac Crores by 2018 to meet the Basel Il capital adequacy norms. Given that the government owns > 51% equity stake
in all the public sector banks, the government need to infuse an amount of Rs. 1.20 — 1.50 Lac Crores. Similarly, the private sector banks need to tap the capital
market to meet their incremental capital requirement in addition to their retained earnings in the next few years.

ASSET QUALITY

In financial and banking parlance, the resources of banks are termed as ‘Liabilities’ since they are the sources of funds in their operations and the lending and
investments are termed as ‘Assets’. Asset quality and loan quality are two terms with primarily the same meaning. Safety of depositors’ money is a fundamental
requirement, but at the same time ensuring maximum profitability and value to the shareholders becomes a major challenge for the banking system. Asset quality
shows how good is the loans portfolio of a bank in terms of the credit risk. In other words, asset quality refers to the credit quality of a bank’s interest bearing
loans portfolio. It is reflected in the performance of assets as per the terms set out for making available the credit facility to the borrowers. The portion of the
assets portfolio which becomes bad is termed as ‘non-performing ‘assets. The asset quality can be measured by stating what portion of the loans portfolio is
absolutely good, meaning that they are performing as per the agreed terms in servicing of the interest and the principal. The other way of saying is what portion
of the loan portfolio is not performing as per the agreed terms between the bank and its client more easily identified as ‘non-performing’ assets.

IMPORTANCE OF ASSET QUALITY

Quality of assets is of paramount importance and how well the banks manage to remain with high quality of assets (means a lower level of poor quality assets)
dictates the standing of the bank. One of the major parameters of measuring banks’ performance is the quality of assets. Quality of banks’ assets is both important
and also difficult to analyse. It is important because, asset quality has a direct relationship to income, cash flow, solvency and liquidity. It also has an impact on
the bank’s reputation and investor behaviour reflected in the stock price. It is difficult because of the different approaches used by the analysts to determine the
quality of assets and the risks associated with it.

The quality of assets is of a major concern not only to the banks concerned, but to the central banking authorities as well. Failure of a bank is most often caused
by a major part of its loan portfolio becoming bad contributing to multiple organ failure in the bank. It also creates ripples in the financial system of the country.
‘The ability to maintain prudent standards and effectively control credit risk is one of the most fundamental responsibilities of bank managers and an ability to
effectively perform this function is both damning in itself and implies deficiencies by management in other areas. Accordingly, because it has a direct relationship
to solvency, income, cash flow, and liquidity, as well as management’s competence, a bank’s asset quality is arguably the most important criteria in evaluating its
financial condition’2 Therefore, the importance of asset quality can not be overemphasised. Good quality of a bank’s assets helps them to grow without creating
any problems for the stakeholders. By the same logic, poor quality of assets impacts profit and growth. In their study, ‘Problem Loan and Cost Efficiency in
commercial banks’, Allen N. Berger and Robert De Young (1997) conclude that increases in non-performing loans tend to be followed by decreases in efficiency,
suggesting that high levels of problem loans cause banks to increase spending on monitoring, working out, and/or selling off the loans which will increase the cost
of operations.

One of recent bank failures in India in 2005 of Global Trust Bank, a new generation private sector bank is attributed to bulk of its credit portfolio becoming non-
performing because of excessive exposure to sensitive sector like the stock market operations. With a view to protect the depositors and avoid liquidation of the
bank which would have sent wrong signals about the banking and financial sector of the country, the RBI allowed the failed bank to be taken over by the Oriental
Bank of Commerce, a public sector bank.
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A good credit risk management of the bank is not merely a reflection on the quality of assets, but of the bank management as well. It is said that there is one big
difference between selling a credit product and other products. The sale of credit product is not final as the banks are expected to get it back with interest. A good
credit portfolio management with appropriate exposures by choosing the right kind of borrowers and an on-going mechanism of follow-up determines the
efficiency of the credit risk management. Poor quality of assets in the books of the bank demonstrates a bad credit risk management leading to loss of reputation
among the depositors resulting in liquidity and solvency risk for the bank.

HYPOTHESIS

ASSET QUALITY IMPACTS SOLVENCY AND LIQUIDITY OF BANKS

Good asset quality is an indicator of a healthy bank. Therefore, in the current context, measuring a bank’s performance with asset quality as a basis is of utmost
importance. As with any kind of financial analysis, banks performance is measured not only against its own past performance, but against its peers as well. In India,
banks operate under different ownership patterns and majority of them are grouped as public sector, private sector and foreign banks. The public sector and
private sector banks take a major share of banking business and play an important role in the country. Therefore the present study attempts to study the impact
of assets quality on various parameters. The hypothesis will test the impact of asset quality on the solvency and liquidity of banks by a comparative analysis of
public sector and private sector banks for a period of 10 years between 2005 and 2010.

RESEARCH METHODOLOGY
Considering the objective & the hypothesis of this study which attempts to analyse banks performance at the balance sheet level, the data required is sourced
from the secondary data. The required data has been obtained from the statistical reports of the Reserve Bank of India and the financial statements of the banks
concerned. The study covered a period of ten years from the FY 2005 to FY 2014. For the purpose of the study, banks have been grouped into four categories :
Public Sector Banks: State Bank of India & associate banks (SBI Group), Other Public Banks (excluding SBI Group) and Private Sector Banks: Old Private Banks and
New Private Banks.

TABLE 1: LIST OF BANKS COVERED IN THE STUDY

Category
Public Sector Banks | SBI Group Other Public Banks
State Bank of India Allahabad Bank
State Bank of Bikaner & Jaipur | Andhra Bank
State Bank of Hyderabad Bank of Baroda
State Bank of Mysore Band of Maharashtra
State Bank of Patiala Bank of India
State Bank of Travancore Canara Bank
Central Bank of India
Corporation Bank
Dena Bank
IDBI Bank
Indian Bank
Indian Overseas Bank
Oriental Bank of Commerce
Punjab & Sind Bank
Punjab National Bank
Syndicate Bank
UCO Bank
Union Bank of India
United Bank of India
Vijaya Bank
Private Sector Old Private Banks New Private Banks
Federal Bank AXIS Bank
J&K Bank HDFC Bank
Karnataka Bank ICICI Bank
Karur Vysya Bank Indusind Bank
South Indian Bank Kotak Mahindra Bank
Tamilnad Mercantile Bank Yes Bank

The financial performance of these banks has been assessed based on the impact of asset quality on two vital macro measures i.e. Solvency and Liquidity. These
two macro measures are very important and the health of banks can be gauged by how well the banks are managed. The importance of liquidity and solvency in
banks can be summed up in the words of Godhart (2008) as ‘Liquidity and solvency are the heavenly twins of banking, frequently indistinguishable. Anilliquid bank
can rapidly become insolvent and an insolvent bank illiquid’.

Solvency is commonly defined as ‘the ability of a financial institution to meet its short, medium and long term financial obligations’. It also refers to the ability of
a financial institution to meet its obligations in the event of liquidation. A bank is considered solvent if their assets is equal to or exceed its liabilities.

As per the Basel Committee on Banking Supervision, liquidity is the ability to fund increases in assets and meet obligations as they come without incurring
unacceptable losses. Liquidity is the combination of the mismatch between the maturity of a bank’s assets and its liabilities, the reliability of its funding and its
capacity to meet cash outflows from liquid resources.

The study has considered the Solvency as the sum of the three indices: (1) Quality of Assets represented by the ratio of Gross NPA, (2) Ratio of Capital to Risk
Weighted Assets used as proxy for Capital, and (3) Profitability represented by the ratio of Net Income to Tangible Assets. Liquidity is the sum of two indices (1)
Funding Liquidity and Market Liquidity. Liquid Assets to Tangible Assets ratio will determine the Funding Liquidity structure and the ability to borrow in the market
represented by Market borrowing to Tangible Banking Assets will determine the Market Liquidity.

THE RESULTS & DISCUSSION

From Table 2, it is evident that the Solvency level of New Private Banks (4.195+.706) and Old Private Banks (4.004+.568) was higher than Other Public Banks
(3.61+.331); and SBI Group (3.62+.275). One way ANOVA analysis shows that this difference is significant at P<0.05 (F=3.75; p = 0.000).

The Liquidity level of New Private Banks (8.8534+1.507) was significantly higher than the Old Private Banks (6.1996+.787) and the Other Public Banks (6.8532+1.52);
SBI Group (6.42+.701). Further, New Private Banks were found to have better liquidity in comparison with the Old Private Banks and Public Banks (with and
without SBI) (F = 51.47; p = 0.000).
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TABLE 2: DESCRIPTIVE STATISTICS

Mean Std. Deviation | N
New Private Bank Solvency 4.1945 | .70585 60
New Private Banks Liquidity | 8.8534 | 1.50718 60
Old Private Banks Solvency 4.0040 | .56768 60
Old Private Banks Liquidity 6.1996 | .78719 60
Other Public Banks Solvency | 3.6092 | .33065 190
Other Public Banks Liquidity | 6.8532 | 1.52076 190
SBI Group Solvency 3.6209 | .27520 60
SBI Group Liquidity 6.4222 | .70110 60

Source: own calculations
Table 3 depicts the intercorrelation among the Asset Quality, Solvency and Liquidity. In the case of New Private Banks, Old Private Banks, and Other Public Banks,
a weak positive correlation was found between the three variables under study and it was significant at p = 0.01. The positive relationship between Asset Quality,
Solvency and Liquidity indicates that if Asset Quality is controlled, the Solvency and Liquidity of the banks can improve.
In contrast, a weak negative correlation was found between Solvency and Liquidity of SBI Group. However, this effect was found to be not significant. Though
there is a negative relationship between Solvency and Liquidity, the impact may not be great as the relationship is not significant.

TABLE 3: CORRELATION MATRIX

| Asset Quality | Solvency | Liquidity
New Private Banks
Asset Quality | 1
Solvency .354™ 1
Liquidity 391" 429 1
Old Private Banks
Asset Quality | 1
Solvency 338" 1
Liquidity 480" .093 1
Other Public Banks
Asset Quality | 1

Solvency 256" 1

Liquidity 126 225" 1
SBI Group

Asset Quality | 1

Solvency .300" 1

Liquidity 1195 -.026 1

Source: own calculations
*, Correlation is significant at the 0.05 level (2-tailed).
**_Correlation is significant at the 0.01 level (2-tailed).
Multivariate analysis was conducted to find the impact of Asset Quality on Solvency and Liquidity using the software Statistical Packages for Social Scientist (SPSS
version 21). Multivariate data analysis techniques are generally utilized to analyse the simultaneous relationship between three or more dependent variables that
are affected by one independent variable. Multivariate Analysis can be defined as “the application of methods that deal with reasonably large numbers of variables
made on each object in one or more samples simultaneously” Bansal & Khosla, (2015). In the present study, asset quality represented by Gross NPA to Gross
advances has been taken as the independent variable to show if it has any impact on the Solvency and Liquidity of the banks.
From Table 4.3, it can be observed that there was a statistically significant impact of Asset quality on Solvency and Liquidity in all the types of banks (New Private
Banks, F = 6.916; Old Private Banks, F = 13.22; Other Public Banks, F = 7.108; SBI Group, F = 4.296) at p < 0.01.

TABLE 4: MULTIVARIATE ANALYSIS

F Sig.

New Private Bank Asset Quality | 6.916 .002

Old Private Bank Asset Quality 13.220 | .000

Public Bank Asset Quality 7.108 .001

Public SBI Bank Asset Quality 4.296 .018
Source: own calculations

To determine how the Solvency and Liquidity differ for the Asset Quality, the Tests of Between-Subjects Effects was analysed. From Table 5, it is evident that Asset

quality has a statistically significant effect on both Solvency (F = 8.319, p=.005) and Liquidity of the New Private Banks (Solvency F = 8.319, p=.005; Liquidity F =

10.442, p =.002) and Old Private Banks (Solvency F = 7.476, p=.008; Liquidity F = 17.325, p =.000).

In contrast, Other Public Banks suggest that Asset quality has an impact on Solvency (F = 13.216), which was highly significant (p=.000), but it did not have a

significant effect on Liquidity (F=3.045, p =.083). Similarly, it was true for the SBI & Associates too where only Solvency was affected by Asset Quality and not the

Liquidity.

TABLE 5: TESTS OF BETWEEN-SUBJECTS EFFECTS

Source Type Il Sum of Squares | df | Mean Square | F Sig. Partial Eta Squared
New Private Bank Asset Quality Solvency | 3.687 1 3.687 8.319 .005 | .125
Model 1 Liquidity | 20.447 1 | 20.447 10.442 | .002 | .153
Old Private Bank Asset Quality Solvency | 2.171 1 | 2171 7.476 .008 | .114
Model 2 Liquidity | 8.409 1 | 8.409 17.325 | .000 | .230
Other Public Banks Asset Quality | Solvency | 1.357 1 1.357 13.216 | .000 | .066
Model 3 Liquidity | 6.966 1 6.966 3.045 .083 | .016
SBI & Associates Asset Quality Solvency | .401 1 401 5.725 .020 | .090
Model 4 Liquidity | 1.101 1 | 1101 2.290 .136 | .038

Source: own calculations
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CONCLUSIONS

The earlier studies were mostly focused on the macro economic determinants, causes for the problem loans, and comparative analysis of financial performance
under different ownership groupings and similar. The current study is focused on the two major indices which has influence on the overall performance of the
banks.

The study suggests that there is a definite and positive impact of asset quality on the solvency and liquidity on banks of all groupings, but with varying degree.
New Private Banks and Old Private Banks were found to be in a better solvency position than the Public Banks — both SBI Group and Other Public Banks. This is an
indication of higher levels of non-performing assets during the period of study among the both groups of Public Banks and its impact on the solvency of these
banks. In fact, the situation seems to have further worsened looking at the growth in the non-performing assets during the FY 2014-15. As per the Financial Stability
Report of RBI of December 2015, public banks recorded highest level of stressed assets at 14.1% of advances at the end of September 2015, while it is 4.6% in the
case of private banks. The situation can turn out to be alarming if the stressed assets eventually slip into non-performing assets. Improvement can be achieved by
a fresh infusion of equity, retaining major portion of earnings and quicker recovery of the non-performing loans by whatever means it takes either through legal
action or by way of settlement with the defaulters. Legal action may not yield the desired results soon, but selling of the non-performing assets to Asset
Reconstruction Companies could be an option, but that will happen with considerable amount of write off which may worsen the situation.

The multivariate analyses suggest that the liquidity position of the Public Banks was not significantly affected by the asset quality. This suggests that in spite of
comparatively higher level of non-performing assets, public banks were able to manage their liquidity well. This demonstrates their ability to meet the funding
requirements from their own liquid assets as well as raising the required funds from the market without much difficulty. It is possibly because of the perception
of lower level of counter party risks when they had to borrow from the market to meet their liquidity needs. However if the asset quality is not improved soon,
some of the banks who have relatively higher levels of NPA may suffer from serious liquidity issues resulting in higher cost of borrowing from the market. It may
also lead to loss of confidence of depositors which will further aggravate the liquidity problems.

The study covered a period of ten years during which very scattered information has been available about the restructured loans. One of the major concerns in
recent times is that even the restructured loans are eventually turning out to be non-performing. A further research in this area especially understanding the
causes and how to reduce the instances of restructured loans becoming non-performing assets will help the banking industry.

NOTES
1.  Reddy.Y.V from the article “Future of Rural Banking”, India’s Banking and Financial Sector in the New Millennium, P-368.
2. Golin Jonathan and Delhaise Philippe, “The Bank Credit Analysis Handbook”, Wiley, Second Edition, page-383.
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