
VOLUME NO. 1 (2011), ISSUE NO. 7 (NOVEMBER)  ISSN 2231-4245 

  
 

IIINNNTTTEEERRRNNNAAATTTIIIOOONNNAAALLL   JJJOOOUUURRRNNNAAALLL   OOOFFF   RRREEESSSEEEAAARRRCCCHHH   IIINNN   CCCOOOMMMMMMEEERRRCCCEEE,,,   EEECCCOOONNNOOOMMMIIICCCSSS   AAANNNDDD   MMMAAANNNAAAGGGEEEMMMEEENNNTTT   

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

Indexed & Listed at: Ulrich's Periodicals Directory ©, ProQuest, U.S.A., The American Economic Association’s electronic bibliography, EconLit, U.S.A.,  
Index Copernicus Publishers Panel, Poland, Open J-Gage, India 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 & Fifteen 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 

CCCCONTENTSONTENTSONTENTSONTENTS    

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

1. IMPACT OF GOVERNMENT INTERVENTION ON THE GROWTH OF SMALL AND MEDIUM SCALE ENTERPRISES IN IMO STATE 

VIVIAN CHIZOMA ONWUKWE & MARTIN IKECHUKWU IFEANACHO 
1 

2. A STUDY OF FACULTY MOTIVATIONAL AND ROLE DYNAMICS IN HIGHER EDUCATION 

DR. DEEPANJANA VARSHNEY (SENGUPTA) 
6 

3. THE ROLE OF SMALL URBAN TOWNS IN IMPROVING RURAL LIVELIHOOD - CASE STUDY: FERESMAY, RAMA AND MAYKINETAL 

CENTRAL ZONE, TIGRAY, NORTHERN ETHIOPIA 

BIHON KASSA ABRHA & GEBREMEDHIN YIHDEGOTEKLU 

10 

4. FACULTY DEVELOPMENT IN DEVELOPING COUNTRIES: A CASE STUDY OF PAKISTAN 

MUHAMMAD ZAHEER 
16 

5. HUMAN CAPITAL DEVELOPMENT IN INSTRUCTIONAL SUPERVISION: WINDOW OF HOPE OR WOE? 

MIGHT KOJO ABREH 
21 

6. THE SUSTAINABILITY OF ICT ECONOMY DEVELOPMENT 

KEVIN LOCK-TENG, LOW 
25 

7. EFFECT OF BOARD SIZE ON COMPANY PERFORMANCE IN THE LISTED FINANCIAL INSTITUTIONS IN SRI LANKA 

LINGESIYA YASOTHARALINGAM 
32 

8. FUNDAMENTALS OF ENTREPRENEURIAL COMPETENCY: TIME ELEMENT AND DISCIPLINE IN SHG MODEL - AN EMPIRICAL ANALYSIS 

NIRANJAN SHETTY 
37 

9. BASKET PEG OR FLEX: A TEMPLATE FOR ASSESSING THE COMPETITIVENESS OF PAKISTAN’S TRADE SECTOR 

SEEMAB RANA 
43 

10. WOMEN ENTREPRENEURS IN INDIA: OPPORTUNITIES AND CHALLENGES 

ANIL KUMAR .S. HAGARGI & DR. RAJNALKAR LAXMAN 
50 

11. ENTREPRENEURSHIP DEVELOPMENT – A CASE STUDY OF A VILLAGE IN YSR DISTRICT 

DR. G. VIJAYA BHARATHI, C. SIVARAMI REDDY, DR. P. MOHAN REDDY & P. HARINATHA REDDY 
54 

12. LEADERSHIP AND ORGANISATIONAL EFFECTIVENESS - A CONCEPTUAL FRAMEWORK 

DR. ASHOK AIMA & NAVEEDA SEHER 
58 

13. SHAREHOLDER WEALTH EFFECTS TO MERGER ANNOUNCEMENTS IN INDIAN IT INDUSTRY 

DR. MALABIKA DEO & MOHAMMAD AASIF SHAH 
61 

14. ANALYZING BANK COMPETITIVENESS USING CUSTOMER VALUE: AN EMPIRICAL ANALYSIS 

PRIYA PONRAJ & DR. G. RAJENDRAN 
67 

15. MERGER AND ACQUISITION ACTIVITY IN THE INDIAN MANUFACTURING SECTOR AND SHAREHOLDER VALUE ADDITION IN THE 

MERGED ENTITIES 

DR. V. K. SHOBHANA & DR. K. MANJULA 

74 

16. FACTOR INFLUENCES AND INDIVIDUAL INVESTOR BEHAVIOUR: THE STUDY OF INDIAN STOCK MARKET 

B. G. SRINIVASA & DR. K. A. RASURE 
79 

17. STUDY THE PERFORMANCE OF STATE BANK OF INDIA IN COMPARISON TO ICICI FOR THE PERIOD 2001-09: AN EMPIRICAL STUDY 

ANOOP MOHANTY, SUMEET BAJWA & ANUJ MOHANTY 
84 

18. LIFE SATISFACTION AMONG ASHA WORKERS 

VIJAYA U. PATIL & RUKMINI S. 
97 

19. MICROFINANCE THROUGH COOPERATIVES: PERFORMANCE AND PROSPECTS 

DR. SUBRATA MUKHERJEE 
102 

20. A STUDY ON CUSTOMER SATISFACTION TOWARDS CROSS SELLING OF INSURANCE PRODUCT AND SUPPLEMENTARY SERVICES– 

WITH REFERENCE TO PRIVATE SECTOR BANKS IN COIMBATORE DISTRICT 

DR. C. MEERA & DR. M. ESWARI 

107 

21. FINANCIAL DISTRESS: BANKRUPTCY MEASURES IN ALEMBIC PHARMA: Z-SCORE MODEL 

D. SASIKALA 
112 

22. ESTIMATING THE CONTRIBUTION OF FOREST TO ECONOMIC DEVELOPMENT: A CASE STUDY OF NTFPS IN KARNATAKA 

A. R. KULKARNI & D. R. REVANKAR 
117 

23. SUSTAINABILITY ISSUES IN EMERGING ECONOMIES - A STUDY WITH SPECIAL REFERENCE TO INDIAN ECONOMY 

ANIRUDH SRIRAAM, VIVEK PRATAP SINGH & DR. AJAY SHARMA 
122 

24. STUDY OF CUSTOMER RELATIONSHIP MANAGEMENT IN RURAL GROCERY SHOPS 

DR. P. B. DESAI 
128 

25. HEALTH AND DEVELOPMENT OF HEALTH CARE IN INDIA 

ZIBA ASL GHORBANI (PATANGIA) 
131 

 REQUEST FOR FEEDBACK 136 



VOLUME NO. 1 (2011), ISSUE NO. 7 (NOVEMBER)  ISSN 2231-4245 

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

www.ijrcm.org.in 

ii

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 

    

PATRONPATRONPATRONPATRON    
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 

    

COCOCOCO----ORDINATORORDINATORORDINATORORDINATOR 
DR. BHAVET 

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

    

ADVISORSADVISORSADVISORSADVISORS 
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 

    

EDITOREDITOREDITOREDITOR 
PROF. R. K. SHARMA 

Dean (Academics), Tecnia Institute of Advanced Studies, Delhi 

    

COCOCOCO----EDITOREDITOREDITOREDITOR 
DR. SAMBHAV GARG 

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

    

EDITORIAL ADVISORY BOARDEDITORIAL ADVISORY BOARDEDITORIAL ADVISORY BOARDEDITORIAL ADVISORY BOARD    
DR. AMBIKA ZUTSHI 

Faculty, School of Management & Marketing, Deakin University, Australia 

DR. VIVEK NATRAJAN 

Faculty, Lomar University, U.S.A. 

DR. RAJESH MODI 
Faculty, Yanbu Industrial College, Kingdom of Saudi Arabia 

PROF. SIKANDER KUMAR 

Chairman, Department of Economics, Himachal Pradesh University, Shimla, Himachal Pradesh 

PROF. SANJIV MITTAL 

University School of Management Studies, Guru Gobind Singh I. P. University, Delhi 

PROF. RAJENDER GUPTA 

Convener, Board of Studies in Economics, University of Jammu, Jammu 

PROF. NAWAB ALI KHAN 
Department of Commerce, Aligarh Muslim University, Aligarh, U.P. 



VOLUME NO. 1 (2011), ISSUE NO. 7 (NOVEMBER)  ISSN 2231-4245 

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

www.ijrcm.org.in 

iii

PROF. S. P. TIWARI 
Department of Economics & Rural Development, Dr. Ram Manohar Lohia Avadh University, Faizabad 

DR. ANIL CHANDHOK    
Professor, Faculty of Management, Maharishi Markandeshwar University, Mullana, Ambala, Haryana 

DR. ASHOK KUMAR CHAUHAN 
Reader, Department of Economics, Kurukshetra University, Kurukshetra 

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

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

DR. VIVEK CHAWLA 
Associate Professor, Kurukshetra University, Kurukshetra 

DR. SHIVAKUMAR DEENE 
Asst. Professor, Government F. G. College Chitguppa, Bidar, Karnataka 

    

ASSOCIATE EDITORSASSOCIATE EDITORSASSOCIATE EDITORSASSOCIATE EDITORS 
PROF. ABHAY BANSAL 

Head, Department of Information Technology, Amity School of Engineering & Technology, Amity University, Noida 

PARVEEN KHURANA 

Associate Professor, Mukand Lal National College, Yamuna Nagar 

SHASHI KHURANA 
Associate Professor, S. M. S. Khalsa Lubana Girls College, Barara, Ambala 

SUNIL KUMAR KARWASRA 
Vice-Principal, Defence College of Education, Tohana, Fatehabad 

DR. VIKAS CHOUDHARY 
Asst. Professor, N.I.T. (University), Kurukshetra 

    

TECHNICAL ADVISORSTECHNICAL ADVISORSTECHNICAL ADVISORSTECHNICAL ADVISORS    
AMITA 

Faculty, Government H. S., Mohali 

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. 1 (2011), ISSUE NO. 7 (NOVEMBER)  ISSN 2231-4245 

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

www.ijrcm.org.in 

iv

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; 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: 

infoijrcm@gmail.com or info@ijrcm.org.in. 

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. Computer/IT/Finance/Marketing/HRM/General Management/other, please specify). 

 

DEAR SIR/MADAM 

 

Please find my submission of manuscript titled ‘___________________________________________’ for possible publication in your journal. 

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 anywhere. 

I affirm that all 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 our/my manuscript is accepted, I/We agree to comply with the formalities as given on the website of journal & you are free to publish our 

contribution to any of your journals. 

 

NAME OF CORRESPONDING AUTHOR: 

Designation: 

Affiliation with full address & Pin Code: 

Residential address with Pin Code: 



VOLUME NO. 1 (2011), ISSUE NO. 7 (NOVEMBER)  ISSN 2231-4245 

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

www.ijrcm.org.in 

v

Mobile Number (s): 

Landline Number (s):  

E-mail Address: 

Alternate E-mail Address: 

 

2. INTRODUCTION: Manuscript must be in British English prepared on a standard A4 size paper setting. 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 

the every page. 

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

4. 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. 

5. 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. 

6. KEYWORDS: Abstract must be followed by 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. 

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 be in a 8 point Calibri Font, single spaced and justified. 

10. FIGURES &TABLES: These should be simple, centered, separately numbered & self explained, and titles must be above the tables/figures. 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. It must be single spaced, and at the end of the manuscript. 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 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.  

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.  

WEBSITE  

• Garg, Bhavet (2011): Towards a New Natural Gas Policy, Economic and Political Weekly, Viewed on July 05, 2011 http://epw.in/user/viewabstract.jsp



VOLUME NO. 1 (2011), ISSUE NO. 7 (NOVEMBER)  ISSN 2231-4245 

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

www.ijrcm.org.in 

112

FINANCIAL DISTRESS: BANKRUPTCY MEASURES IN ALEMBIC PHARMA 

Z-SCORE MODEL 
 

D. SASIKALA 

ASST. PROFESSOR 

AUXILIUM COLLEGE FOR WOMEN 

VELLORE 

 

ABSTRACT 
The term Financial Distress is a situation where a firm’s operating cash flows are not sufficient to satisfy current obligations and the firm is forced to take 

corrective action. Financial distress may lead a firm to default on a contract, and it may involve financial restructuring between the firm, its creditors and its 

equity investors. Sometimes, financial distress leads to bankruptcy. This paper uses Z-score model (Altmans’ 1968) to predict risk of Financial distress of Alembic 

Pharma, from the year 2004-2010. It is obvious that the Z-score model of alembic pharma is in the grey zone, indicating poor financial performance. Manages 

should take immediate actions to turn around the company's results.  

 

KEYWORDS 
Financial distress, Z-score model, Bankruptcy. 

 

INDUSTRY PERSPECTIVE 
he Indian Pharma Industry has been resilient to the economic challenges. Our Country is holding its ground in the midst of the current global financial 

crisis. The Indian economy is expected to emerge as the fastest growing economy by 2013 and to be the 3rd largest economy by 2050 (Source: BRICs 

Report, Goldman Sachs). The GDP growth will be driven by both exports and domestic consumption. The current spending on healthcare [public and 

private] is estimated at 6% of GDP and expected to increase to 10% of GDP by 2016. India is also emerging as a low-cost, high quality option for outsourcing of 

research, manufacturing and other services. This offers a great opportunity for the Indian pharmaceutical industry and Indian pharma companies. 

The Global pharmaceutical Industry is witnessing a growing importance of generics. Global pharmaceutical market intelligence company IMS Health believes the 

Indian generic manufacturers will grow at a faster clip as drugs worth approximately $20 billion in annual sales will face patent expiry in 2011. In fact, with nearly 

$105 billion worth of patent-protected drugs to go off-patent (including 30 of the best selling US patent-protected drugs) by 2012, Indian generic manufacturers 

are positioning themselves to offer generic versions of these drugs. With drugs going off patent each year, generics represent a major outsourcing opportunity 

for pharmaceutical producers in India. The global pharmaceutical outsourcing market is rapidly growing. 

DOMESTIC FORMULATION BUSINESS 

Alembic has now made a mark in some specialized therapies such as Diabetology, Cardiology and Gynaecology as well.Alembic undertook a massive 

restructuring exercise which started in Q1FY09.The market share grew to 1.91% against 1.81 %. (March, 2010). However, the Company did not achieve primary 

sales target due to adjustment in trade inventory. The Company is confident of posting better performance on domestic formulations in the ensuing quarters. 

INTERNATIONAL BUSINESS 

Alembic’s export recorded a performance during the year to cross Rs. 100 crores and registered 42% growth over last year. The Company has represented to the 

Government against the dumping of Pen-G being done by China in Indian markets. Anti dumping measures are being considered at the highest level in 

Government of India. In the meantime, the Company continued to incur heavy losses on this account. 

FINANCE 

The Company has registered a consolidated total income of Rs.1140.77 Crores for the year under review as compared to Rs. 1120.16 Crores for the previous year 

ended on 31st March, 2009. The consolidated Profit, before providing for Interest, Depreciation, Non-recurring Income, expenses and Taxes, was Rs.116.88 

Crores for the year under review as compared to Rs. 130.38 Crores for the previous year. The Company has made a consolidated profit after tax of Rs.39.54 

Crores for the year under review, as compared to Rs. 10.82 Crores for the previous year. 

FINANCIAL DISTRESS LEADING TO BANKRUPTCY 

Financial distress is usually associated with some costs to the company known as costs of financial distress. A common example of a cost of financial distress is 

bankruptcy cost. These direct costs include auditors’ fees, legal fees, management fees and other payments. But cost of financial distress can occur even if 

bankruptcy is avoided. 

Financial distress in companies can lead to problems that can reduce the efficiency of management. As maximizing firm value and maximizing shareholder value 

cease to be equivalent managers who are responsible to shareholders might try to transfer value from creditors to shareholders. As a firm’s liquidation value 

slips below its debt, it is the shareholders’ interest for the company to invest in risky projects which increase the probability of the firm’s value to rise over debt. 

Risky projects are not in the interest of creditors as they increase the probability of minimizing the firm’s value. Since these projects do not necessarily have a 

positive net present value costs may rise from lost profits. 

Equally management might choose to prolong bankruptcy, which has the same effect on probabilities of a change in the firm’s value. Management might also 

distribute high dividends to “Save” money from the creditors. Another source of indirect costs of financial distress is higher costs of capital; short-term loans by 

contractors and banks will be expensive and hard, if not impossible to get. 

 

REVIEW OF LITERATURE 
Many research works have been conducted over the period to evaluate the financial distress of the company with the help of the various ratios or by applying 

the Multiple Discriminant Analysis to predict the corporate fitness, Chen and Shimerda, Dugan and Zavgren (1981), have outlined seven financial factors that can 

help to predict financial distress: return on investment, financial leverage, capital turnover, short-term liquidity, cash position, inventory turnover and 

receivables turnover. By using financial ratios, the accuracy of predicting bankruptcy of a firm is grater than 90 per cent. The Altman model uses various ratios to 

consider the seven factors noted above. Morris (1988) argue that in so far as bankruptcy is due to unforeseeable even and therefore, it cannot be predicted. L. C. 

Gupta (1999) attempted a refinement of Beaver’s method with the objective of predicting the business failure. Whereas Mansur.A.Mulla (2002) made a study in 

textile mill with the help of Z score model for evaluating the financial health with five weighted financial ratios and followed by Selvam M and thers (2004), this 

study had revealed about cement industry’s financial health with special reference to India Cements Limited. Bagchi S.K (2004) analysed about practical 

implication of accounting ratios in risk evaluation and concluded that accounting ratios are still dominant factors in the matter of credit risk evaluation. Krishna 

Chaitanya (2005) used Z model to measure the financial fitness of IDBI and concluded that IDBI is likely to become insolvent in the years to come. Anup 

Chowdhury and Suborna Barua (2009) investigated the financial attributes of Z category shares companies using Z score analysis and found that 90 per cent of 

those companies are suffering with financial problem .Rajesh and N.R.V Ramana Reddy (2010) made an attempt to measure the financial distress of chittoor Co-

operative sugars Limited along with liquidity, solvency and leverage position with Altman’s Z-score model. 

 

T
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OBJECTIVES 
• To analyze the financial performance of the company through liquidity, working capital investment efficiency and solvency ratios. 

• To measure the financial distress of the company with Altman’s Z-score model 

• To evaluate the company’s performance to its financial health and the utilization of its assets.  

 

LIQUIDITY TEST 
The liquidity ratios are used to measure the short-term solvency and indicate the ability of a firm to meet its debt requirements as and when and they become 

due. Current liabilities are used as the denominators of the ratios because they are considered to represent the most urgent debt, requiring retirement within 

one year or most preciously, with one operating cycle. The available cash resources to satisfy these obligations must come primarily from cash or the conversion 

of cash of other current assets.  

Current ratios of the company are in the standard norm (2:1) during the study period. Quick ratios are also in the standard norm (1:1)  

 

TABLE - 1 LIQUIDITY RATIOS 

Year Current Ratio Quick Ratio 

2004 2.7 1.84 

2005 2.66 1.53 

2006 2.71 1.6 

2007 4.06 3.07 

2008 2.97 1.85 

2009 3.02 1.78 

2010 2.47 1.39 

 

FIGURE -1 LIQUIDITY RATIOS 
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WORKING CAPITAL INVESTMENT EFFICIENCY TEST 

In order to substantiate the liquidity test, it is essential to test the working capital investment efficiency test also, because inventory and accounts receivable, the 

two important constituents of current assets, may sometimes block the proprietor’s funds. A blockage occurs when money becomes tied up in slow paying 

debtors, or in slow moving stock. In such a case, the business may appear to have a satisfactory amount of working capital but little or no liquidity. These are the 

common working capital investment efficiency ratios: 

• Inventory turnover ratio (cost of sales / inventory) 

• Days inventory outstanding (365/ITR) 

• Debtors turnover ratio( credit sales /Average debtors) 

• Days sales outstanding (365/DTO) 

 

TABLE - 2 WORKING CAPITAL INVESTMENT EFFICIENCY RATIOS 

Year Inventory Turnover ratio Days stock outstanding Debtors Turnover ratio Days sales outstanding 

2004 2.79 131 4.81 76 

2005 2.72 134 4.83 76 

2006 1.79 204 4.21 87 

2007 2.34 156 4.22 86 

2008 1.91 191 4.45 82 

2009 2.05 178 5.54 66 

2010 1.77 206 5.49 67 
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FIGURE – 2: WORKING CAPITAL INVESTMENT EFFICIENCY RATIOS 
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It is found from table -2 that the inventory turnover ratio is decreasing indicating gradual increase of cost of goods sold. It reflects an additional burden on the 

part of the working capital of the company. The overall days stock outstanding is more. The debtor’s turnover ratio showing a fluctuation trend, indication the 

credit sales of the company is increasing year by year. Days sales outstanding ratio is normal compared to the initial years. But the overall working capital 

efficiency of the company is poor.  

SOLVENCY RATIOS 

ALTMAN’S Z – SCORE TEST 

Business all across the country has a need to know about the financial health of a company. For this purpose, Edward Altman, using Multiple Discriminant 

analysis combined set of 5 financial ratios to come up with the Altman Z-score. This score uses statistical techniques to predict a company’s financial health i.e, 

fiscal fitness using a company’s financial statements. 

The Z-score formula is a measurement of the financial health of company and is a powerful diagnostic tool that forecasts the probability of a company entering 

bankruptcy within a two-year period. 

TABLE - 3 SOLVENCY RATIOS 

Year WC/TA RE/TA EBIT/TA EQ/TA SA/TA 

2004 0.31 0.34 0.22 0.39 1.02 

2005 0.29 0.41 0.19 0.46 0.88 

2006 0.33 0.47 0.23 0.51 0.97 

2007 0.47 0.44 0.24 0.47 0.86 

2008 0.39 0.35 0.23 0.38 1.13 

2009 0.39 0.41 0.13 0.33 1.12 

2010 0.35 0.3 0.1 0.33 1.07 

It is found from the table 3 that it is showing inefficient mobilization of working capital during the study period. The retained earnings mobilization is low during 

the study period. The EBIT to total assets also shows that the company is not in a position to meet the financial obligations like interest and tax payments. Equity 

to total assets is also low, shows the interest of shareholders is low due the financial ill health of the company. The sales of the company is low to compare total 

asses invested by the company. Overall the solvency position of the company is not good.  

Z-SCORE ESTIMATED FOR PRIVATE FIRMS 

T1 = Working Capital / Total Assets 

T2 = Retained Earnings / Total Assets 

T3 = Earnings before Interest and Taxes / Total Assets 

T4 = Market Value of Equity / Total Liabilities 

T5 = Sales/ Total Assets 

Z' SCORE BANKRUPTCY MODEL 

Z' = 0.717T1 + 0.847T2 + 3.107T3 + 0.420T4 + 0.998T5 

ZONES OF DISCRIMINATION 

Z' > 2.9 -“Safe” Zone 

1.23 < Z' < 2. 9 -“Grey” Zone 

Z' < 1.23 -“Distress” Zone 

TABLE - 4: Z-SCORE VALUE 

Year 2004(1) 2005(2) 2006(3) 2007(4) 2008(5) 2009(6) 2010(7) 

Z-Score 2.4 2.2 2.5 2.5 2.6 2.3 2 
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FIGURE -3 Z-SCORE 

 
T1 - Working capital to total assets. This ratio measures the liquid assets of a company in relation to the over all capitalization of the company. Usually, when a 

company experiences consistent operating losses, it will also experience shrinking current asset in relation to the total asset of the company. This ratio is 

multiplied by the weighing factor 0.717. 

T2 - This measures the cumulative profits retained in the business over time. It is calculated by dividing total assets into retained earnings. This ratio is very 

closely related to the age of a company. For example, young companies usually have a low ratio because they have no sufficient time to accumulate profits. 

Therefore this ratio supports the premise that young companies after having a higher incidence of failure in their earlier years. This is multiplied by weighing 

factor 0.847. 

T3 - This is calculated by dividing total assets into a company’s earnings before interest and taxes. This is a true measure of the productivity of a company’s total 

assets, or the earning power of its assets. A multiplier of 3.107 is used in this ratio. 

T4 - The book value of a company’s total liabilities is divided into the market value of its equity. The equity is the combined market value of all shares and types 

of stock, with liabilities representing both short and long term. When values are not available, book values may be substituted. This ratio reflects between what 

point a company’s assets can decline in value before the liabilities exceed the assets and the company reaches a point of insolvency. The multiplier 0.42 is used. 

T5 - This ratio measures the ability of a company’s assets to generate sales. It also reflects how well the management deals with competitive pressures. It is 

calculated by dividing the total assets into net sales and uses the multiplier 0.998. 

It is interesting to note that four of the ratios are total assets as the denominator. This emphasis the importance of total assets in measuring the performance of 

a company. Also that T3 has the highest weighting (multiplier) factor of 3.107. This indicates how important it is for companies to manage its assets in being able 

to generate earnings. This is no surprise to most managers, but is clearly emphasized in this ratio. 

 

FINDINGS  
1. Current ratios of the company are in the standard norm(2:1) during the study period. Quick ratios are also in the standard norm(1:1)  

2. Inventory turnover ratio is decreasing indicating gradual increase of cost of goods sold. It reflects an additional burden on the part of the working capital of 

the company. 

3. The overall day’s stock outstanding is more.  

4. The debtor’s turnover ratio showing a fluctuation trend, indication the credit sales of the company is increasing year by year.  

5. Days sales outstanding ratio is normal compared to the initial years. 

6. But the overall working capital efficiency of the company is poor.  

7. Solvency ratios infer inefficient mobilization of working capital during the study period.  

8. The retained earnings mobilization is low during the study period.  

9. The EBIT to total assets also shows that the company is not in a position to meet the financial obligations like interest and tax payments.  

10. Equity to total assets is also low, shows the interest of shareholders is low due the financial ill health of the company.  

11. The sale of the company is low to compare total asses invested by the company. 

12. Overall the solvency position of the company is not good. 

13. Z-Score of T1 = Working Capital / Total Assets is 2.4 –grey zone 

14. Z-Score of  T2 = Retained Earnings / Total Assets is  2.2 – grey zone 

15. Z-score of T3 = Earnings Before Interest and Taxes / Total Assets is 2.5 – grey zone 

16. Z-score of  T4 = Market Value of Equity / Total Liabilities is 2.6 – grey Zone 

17. Z-score of T5 = Sales/ Total Assets is 2 – grey zone. 

 

SUGGESTIONS & CONCLUSION 

It is obvious that the Z-score model of alembic pharma is in the grey zone, indicating poor financial performance. May be in another 2 years the company’s bad 

financial position will lead to bankruptcy. The managers should protect their company from failures. They should take immediate actions should be taken by 

managers to turn around the company’s results.  
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