VOLUME NoO. 8 (2018), ISSUE NO. 06 (JUNE) ISSN 2231-5756

INTERNATIONAL JOURNAL OF RESEARCH IN
COMMERGCE, IT & 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 Diréctories of Publishing Opportunities, U.S.Al Google Scholar,
Indian Citation Index (IC1), I-Gage, India [link of the same is duly available at Inflibnet of University Grants Commission (U.G.C.)}.

Index Copernicus Publishers Panel, Poland [ilICNVEINEIONSI00N2002) & number of libraries all around the world.
Circulated all over the world & Google has verified that scholars of more than 6114 Cities in 195 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 NoO. 8 (2018), ISSUE NO. 06 (JUNE)

ISSN 2231-5756

CONTENTS

REQUEST FOR FEEDBACK & DISCLAIMER

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

1. |EVALUATION OF INVESTMENT PERFORMANCE OF SELECT MUTUAL FUNDS: ACASE| 1
OF WILLIAM SHARPE, TREYNOR AND JENSEN PARAMETERS
Dr. RAMESH.O.OLEKAR & MAHESH. AGASARA

2. |PROFITABILITY DETERMINANTS OF SCHEDULED COMMERCIAL BANKS IN INDIA 7
A. R. RIHANA BANU & Dr. G. SANTHIYAVALLI

3. |PERSONAL EFFECTIVENESS OF SALES MANAGERS IN PHARMACEUTICAL INDUSTRY: | 11
A STUDY
ZEB 0. WATURUOCHA

4. |A STUDY ON CUSTOMER PERCEPTION TOWARDS E-BANKING WITH SPECIAL| 16
REFERENCE TO VALANCHERRY TOWN
VIJAYAKUMARI.P & Dr. D.MAHILA VASANTHI THANKAM

5. |ANANALYSIS OF PROFITABILITY POSITION OF THE SELECT PRIVATE SECTOR BANKS | 19
IN INDIA
Dr. V. MOHANRAJ & S.SUJITHA

6. |A STUDY ON EMPLOYEES GRIEVANCE MANAGEMENT PROCEDURE FOLLOWED IN| 22
BMTC, SOUTH DIVISION, BENGALURU
KAVYASHREE.M.B & RENUKACHARYA.H.S

7. |EXAMINING THE INFLUENCE OF HUMAN RESOURCE PRACTICES ON EMPLOYEE| 26
LOYALTY
KEERTHANA. K & Dr. V. KRISHNAMOORTHY

8. |PRINT MEDIA STRATEGIES AND CONSUMER BEHAVIOUR: A STUDY ON FMCG| 34
PRODUCTS
RAMBABU LAVURI

39

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, IT & 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 NoO. 8 (2018), ISSUE NO. 06 (JUNE) ISSN 2231-5756
CHIEF PATRON
Prof. (Dr.) 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

CO-ORDINATOR
Dr. BHAVET
Former Faculty, Shree Ram Institute of Engineering & Technology, Urjani

ADVISOR
Prof.S. L. MAHANDRU
Principal (Retd.), Maharaja Agrasen College, Jagadhri

EDITOR
Dr. PARVEEN KUMAR
Professor, Department of Computer Science, NIMS University, Jaipur

CO-EDITOR
Dr. A. Sasi Kumar
Professor, Vels Institute of Science, Technology & Advanced Studies (Deemed to be University), Pallavaram

EDITORIAL ADVISORY BOARD
Dr.S. P. TIWARI
Head, Department of Economics & Rural Development, Dr. Ram Manohar Lohia Avadh University, Faizabad
Dr. CHRISTIAN EHIOBUCHE
Professor of Global Business/Management, Larry L Luing School of Business, Berkeley College, USA
Dr. SIKANDER KUMAR
Chairman, Department of Economics, Himachal Pradesh University, Shimla, Himachal Pradesh
Dr. JOSE G. VARGAS-HERNANDEZ
Research Professor, University Center for Economic & Managerial Sciences, University of Guadalajara, Guadala-
jara, Mexico
Dr. M. N. SHARMA
Chairman, M.B.A., Haryana College of Technology & Management, Kaithal
Dr. TEGUH WIDODO
Dean, Faculty of Applied Science, Telkom University, Bandung Technoplex, JI. Telekomunikasi, Indonesia
Dr. M. S. SENAM RAJU
Professor, School of Management Studies, 1.G.N.O.U., New Delhi
Dr. A SAJEEVAN RAO
Professor & Director, Accurate Institute of Advanced Management, Greater Noida
Dr. D.S. CHAUBEY
Professor & Dean (Research & Studies), Uttaranchal University, Dehradun
Dr. CLIFFORD OBIYO OFURUM
Professor of Accounting & Finance, Faculty of Management Sciences, University of Port Harcourt, Nigeria

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, IT & 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. 8 (2018), ISSUE NO. 06 (JUNE) ISSN 2231-5756
Dr. KAUP MOHAMED
Dean & Managing Director, London American City College/ICBEST, United Arab Emirates
Dr. VIRENDRA KUMAR SHRIVASTAVA
Director, Asia Pacific Institute of Information Technology, Panipat
SUNIL KUMAR KARWASRA
Principal, Aakash College of Education, ChanderKalan, Tohana, Fatehabad
Dr. MIKE AMUHAYA IRAVO
Principal, Jomo Kenyatta University of Agriculture & Tech., Westlands Campus, Nairobi-Kenya
Dr. SYED TABASSUM SULTANA
Principal, Matrusri Institute of Post Graduate Studies, Hyderabad
Dr. BOYINA RUPINI
Director, School of ITS, Indira Gandhi National Open University, New Delhi
Dr. NEPOMUCENO TIU
Chief Librarian & Professor, Lyceum of the Philippines University, Laguna, Philippines
Dr. SANJIV MITTAL
Professor & Dean, University School of Management Studies, GGS Indraprastha University, Delhi
Dr. RAJENDER GUPTA
Convener, Board of Studies in Economics, University of Jammu, Jammu
Dr. SHIB SHANKAR ROY
Professor, Department of Marketing, University of Rajshahi, Rajshahi, Bangladesh
Dr. ANIL K. SAINI
Professor, Guru Gobind Singh Indraprastha University, Delhi
Dr. SRINIVAS MADISHETTI
Professor, School of Business, Mzumbe University, Tanzania
Dr. NAWAB ALI KHAN
Professor & Dean, Faculty of Commerce, Aligarh Muslim University, Aligarh, U.P.
MUDENDA COLLINS
Head, Operations & Supply Chain, School of Business, The Copperbelt University, Zambia
Dr. EGWAKHE A. JOHNSON
Professor & Director, Babcock Centre for Executive Development, Babcock University, Nigeria
Dr. A. SURYANARAYANA
Professor, Department of Business Management, Osmania University, Hyderabad
P. SARVAHARANA
Asst. Registrar, Indian Institute of Technology (lIT), Madras
Dr. MURAT DARCIN
Associate Dean, Gendarmerie and Coast Guard Academy, Ankara, Turkey
Dr. ABHAY BANSAL
Head, Department of Information Technology, Amity School of Engg. & Tech., Amity University, Noida
Dr. YOUNOS VAKIL ALROAIA
Head of International Center, DOS in Management, Semnan Branch, Islamic Azad University, Semnan, Iran
WILLIAM NKOMO
Asst. Head of the Department, Faculty of Computing, Botho University, Francistown, Botswana
Dr. JAYASHREE SHANTARAM PATIL (DAKE)
Faculty in Economics, KPB Hinduja College of Commerce, Mumbai
SHASHI KHURANA
Associate Professor, S. M. S. Khalsa Lubana Girls College, Barara, Ambala
Dr. SEOW TA WEEA
Associate Professor, Universiti Tun Hussein Onn Malaysia, Parit Raja, Malaysia
Dr. OKAN VELI SAFAKLI
Professor & Dean, European University of Lefke, Lefke, Cyprus
Dr. MOHENDER KUMAR GUPTA
Associate Professor, Government College, Hodal

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, IT & 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 NoO. 8 (2018), ISSUE NO. 06 (JUNE) ISSN 2231-5756

Dr. BORIS MILOVIC
Associate Professor, Faculty of Sport, Union Nikola Tesla University, Belgrade, Serbia
Dr. LALIT KUMAR
Faculty, Haryana Institute of Public Administration, Gurugram
Dr. MOHAMMAD TALHA
Associate Professor, Department of Accounting & MIS, College of Industrial Management, King Fahd University
of Petroleum & Minerals, Dhahran, Saudi Arabia
Dr.V. SELVAM
Associate Professor, SSL, VIT University, Vellore
Dr. IQBAL THONSE HAWALDAR
Associate Professor, College of Business Administration, Kingdom University, Bahrain
Dr. PARDEEP AHLAWAT
Associate Professor, Institute of Management Studies & Research, Maharshi Dayanand University, Rohtak
Dr. ALEXANDER MOSESOV
Associate Professor, Kazakh-British Technical University (KBTU), Almaty, Kazakhstan
Dr. ASHOK KUMAR CHAUHAN
Reader, Department of Economics, Kurukshetra University, Kurukshetra
Dr. BHAVET
Former Faculty, Shree Ram Institute of Engineering & Technology, Urjani
YU-BING WANG
Faculty, department of Marketing, Feng Chia University, Taichung, Taiwan
SURJEET SINGH
Faculty, Department of Computer Science, G. M. N. (P.G.) College, Ambala Cantt.
Dr. MELAKE TEWOLDE TECLEGHIORGIS
Faculty, College of Business & Economics, Department of Economics, Asmara, Eritrea
Dr. RAJESH MODI
Faculty, Yanbu Industrial College, Kingdom of Saudi Arabia
Dr. SAMBHAVNA
Faculty, [.1.T.M., Delhi
Dr. THAMPOE MANAGALESWARAN
Faculty, Vavuniya Campus, University of Jaffna, Sri Lanka
Dr. SHIVAKUMAR DEENE
Faculty, Dept. of Commerce, School of Business Studies, Central University of Karnataka, Gulbarga
SURAJ GAUDEL
BBA Program Coordinator, LA GRANDEE International College, Simalchaur - 8, Pokhara, Nepal

FORMER TECHNICAL ADVISOR
AMITA

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

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

SUPERINTENDENT
SURENDER KUMAR POONIA

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, IT & 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 NoO. 8 (2018), ISSUE NO. 06 (JUNE) ISSN 2231-5756

CALL FOR MANUSCRIPTS

We invite unpublished novel, original, empirical and high quality research work pertaining to the recent developments & practices in the areas of Com-
puter 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 Gov-
ernance; 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 Or-
ganizations; Office Administration/Management; Operations Research/Statistics; Organizational Behavior & Theory; Organizational Development; Pro-
duction/Operations; International Relations; Human Rights & Duties; Public Administration; Population Studies; Purchasing/Materials Management; Re-
tailing; Sales/Selling; Services; Small Business Entrepreneurship; Strategic Management Policy; Technology/Innovation; Tourism & Hospitality; Transpor-
tation 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; Mod-
eling & Simulation; Neural Systems/Neural Networks; Numerical Analysis/Scientific Computing; Object Oriented Programming; Operating Systems; Pro-
gramming 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
1. 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 titled * ' for likely publication in one of
your journals.

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

| affirm that all the co-authors of this manuscript have seen the submitted version of the manuscript and have agreed to inclusion of
their 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/Post*

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

* i.e. Alumnus (Male Alumni), Alumna (Female Alumni), Student, Research Scholar (M. Phil), Research Scholar (Ph. D.), JRF, Research Assistant, Assistant
Lecturer, Lecturer, Senior Lecturer, Junior Assistant Professor, Assistant Professor, Senior Assistant Professor, Co-ordinator, Reader, Associate Profes-

sor, Professor, Head, Vice-Principal, Dy. Director, Principal, Director, Dean, President, Vice Chancellor, Industry Designation etc. The qualification of
author is not acceptable for the purpose.

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, IT & 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 NoO. 8 (2018), ISSUE NO. 06 (JUNE) ISSN 2231-5756

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) There is no need to give any text in the body of the 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) Only the Abstract 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 the manuscript, within two days of its 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 on the covering letter and the
cover page of the manuscript, in the manner as mentioned in the guidelines.

_: The title of the paper should be typed in bold letters, centered and fully capitalised.

_: Author (s) name, designation, affiliation (s), address, mobile/landline number (s), and email/al-

ternate email address should be given underneath the title.

_: Acknowledgements can be given to reviewers, guides, funding institutions, etc., if any.
_: Abstract should be in fully Italic printing, ranging between 150 to 300 words. The abstract must be informative and eluci-
dating the background, aims, methods, results & conclusion in a SINGLE PARA. Abbreviations must be mentioned in full.

_: 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 etc.

-: Provide the appropriate Journal of Economic Literature Classification System code (s). JEL codes are available at www.aea-
web.org/econlit/jelCodes.php. However, mentioning of 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.

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

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

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, IT & 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 NoO. 8 (2018), ISSUE NO. 06 (JUNE) ISSN 2231-5756

12. FIGURES & TABLES: These should be simple, crystal CLEAR, centered, separately numbered & self-explained, and the 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, left aligned with equation/formulae number placed
at the right. The equation editor provided with standard versions of Microsoft Word may 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 e.g. 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 may follow Harvard Style of Referencing. Also check to ensure 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.

J 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 italic printing. 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 before 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," Jour-
nal 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 Asso-
ciation, 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 COMMERCE, IT & MANAGEMENT

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

http://ijrcm.org.in/

viii




VOLUME NoO. 8 (2018), ISSUE NO. 06 (JUNE) ISSN 2231-5756
PROFITABILITY DETERMINANTS OF SCHEDULED COMMERCIAL BANKS IN INDIA

A. R. RIHANA BANU
ASST. PROFESSOR
DEPARTMENT OF COMMERCE
AVINASHILINGAM INSTITUTE FOR HOME SCIENCE & HIGHER EDUCATION FOR WOMEN
COIMBATORE

Dr. G. SANTHIYAVALLI
PROFESSOR
DEPARTMENT OF COMMERCE
AVINASHILINGAM INSTITUTE FOR HOME SCIENCE & HIGHER EDUCATION FOR WOMEN
COIMBATORE

ABSTRACT
The Indian banking industry plays an important role in the economic development of the country and is considered to be the most dominant segment of the financial
sector. The structure of the Indian Banking Industry is growing wider with the development of products and services. The financial stability and profitability pose to
be a great challenge to the banks in the highly competitive global era. This paper attempts to identify the determinants of the earnings of the banks. A sample of
40 banks was selected and the study period covers from 1999-2000 to 2014-2015. Correlation Analysis and Step-wise Multiple Regression Analysis were used to
analyze the data and it was found that the quality advances and the effective business operations improve the earnings of the banks.

KEYWORDS

profitability, advances, business operations.

JEL CODE
Al10

INTRODUCTION
he Indian banking industry plays an important role in the economic development of the country and is considered to be the most dominant segment of the
mfinancial sector. Its role is crucial in the attainment of macro-economic objectives and acts as a catalyst for socio-economic transformation by channelizing
the savings to investments that have potential to yield returns and encourages the economic growth. The scheduled commercial banks having a massive
share in the business operations further diversified their activities to cater to the needs of trade and industry.
The structure of the Indian Banking Industry has been vibrant since the reforms in 1991. The financial sector reforms stirred the banking industry from a regulated
arrangement to a deregulated market economy and have brought many private and foreign banks into the Indian banking scenario. The economic development
through liberalization and globalization augmented the intermediation role of the banks. The expansion of international integration enabled Indian banks to
explore global markets and deregulation induced banks to explore new business opportunities. This increased the scope and significance of the Indian banking
industry. The WTO agreement in 2002 is another best part where the economy grew exponentially not just by number but also by magnitude. Many innovative
financial products were introduced in the domestic financial market due to the increasing international trade and competitive edge among the banks. But still
maintaining the earnings and financial stability pose to be a great challenge to the banks in India.

LITERATURE REVIEW

Nicolae Petria, et al. (2015) assessed the main determinants of banks’ profitability in EU27 over the period 2004-2011. The authors divided the factors that
influence bank profitability into two large groups: bank-specific (internal) factors and industry specific and macroeconomic (external) factors. As proxy for banks
profitability, the return on average assets (ROAA) and the return on average equity (ROAE) were considered. The empirical findings stated that credit and liquidity
risk, management efficiency, the diversification of business, the market concentration/competition and the economic growth have influence on bank profitability,
both on ROAA and ROAE. Further, an interesting and valuable result proved was the positive influence of competition on bank profitability in EU27. Sara Kanwal
and Muhammad Nadeem (2013) investigated the impact of macroeconomic variables on profitability of public limited commercial banks in Pakistan from 2001-
2011, based on vital contribution of the commercial banks to economic progress of Pakistan. Pooled Ordinary Least Square (POLS) method was used to examine
the effect of 3 major external factors; inflation rate, real gross domestic product (GDP) and real interest rate on profitability indicators like return on assets (ROA),
return on equity (ROE) and equity multiplier (EM) ratios in 3 separate models. The empirical findings indicated a strong positive relationship of real interest rate
with ROA, ROE and EM. Secondly, real GDP was found to have an insignificant positive effect on ROA, but an insignificant negative impact on ROE and EM. Inflation
rate, on the other hand, had a negative link with all 3 profitability measures. Overall, the selected macroeconomic factors were found to have a negligible impact
on earnings of commercial banks. Vincent Okoth Ongore and Gemechu Berhanu Kusa (2013) studied the moderating effect of ownership structure on bank
performance. The authors analyzed the parameters using linear multiple regression model and Generalized Least Square on panel data. The result showed that
bank specific factors significantly affect the performance of commercial banks in Kenya, except for liquidity variable. However the overall effect of macro-economic
variables was unconvincing at 5% significance level. The moderating role of ownership identity on the financial performance of commercial banks was insignificant.
Therefore, the study concluded that the financial performance of commercial banks in Kenya is driven mainly by board and management decisions, while macro-
economic factors have insignificant contribution. Yong Tan and Christos Floros (2012) scrutinized the effect of GDP growth on bank profitability in China over the
period 2003 to 2009. The one-step system GMM estimator was used to test the persistence of profitability in the Chinese banking industry. The empirical findings
showed that cost efficiency was positively related to bank profitability, while lower profitability was due higher taxes paid by banks. In addition, there was a
negative relationship between GDP growth and bank profitability. The results also showed that the profitability in the Chinese banking industry was significantly
affected by the level of non-performing loans, and Chinese banks with higher levels of capital were found to have lower profitability. Finally, the authors found
that the departure of banks from a perfectly competitive market structure in the Chinese banking industry was relatively small. Sehrish Gul, et al. (2011) examined
the relationship between bank-specific and macro-economic characteristics over bank profitability by using data of top fifteen Pakistani commercial banks over
the period 2005-2009. The pooled Ordinary Least Square (POLS) method was employed to investigate the impact of assets, loans, equity, deposits, economic
growth, inflation and market capitalization on major profitability indicators, i.e., return on asset (ROA), return on equity (ROE), return on capital employed (ROCE)
and net interest margin (NIM) separately. The empirical results have found strong evidence to show that both internal and external factors have a strong influence
on the profitability.
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STATEMENT OF THE PROBLEM

The operating environment of the banking industry underpinned by globalization, deregulation and advancement in information technology resulted in intense
competitive pressures. To withstand the mounting challenges, the banks diversified their businesses through the organic growth of existing business and through
acquisitions. This exposed the banking sector to newer risks and posed grim regulatory challenges. Therefore, the regulatory and supervisory policies have been
refined from time to time, to meet the emerging challenges. In spite of exclusive measures taken by the bank, the earnings and financial stability pose to be a
great challenge to the banks in India. Thus, it is required to find the determinants of the profitability of the banks.

OBJECTIVE OF THE STUDY

The primary objective of the study is to find the determinants that influence the profitability of the Scheduled Commercial Banks in India.

RESEARCH METHODOLOGY

The research is descriptive in nature. The data for the study were gathered from the secondary sources. The study was carried from 1999-2000 to 2014-2015
wrapping 16 years in total. Out of 90 scheduled commercial banks, a sample of 40 banks was selected based on the advances provided by the banks amounting to
a minimum of Rs. 1500 billion as on 31-03-2014. Few banks were omitted due to the non-availability of continuous data, negative capital adequacy and the banks
that were not commercial banks throughout the study period.

FINDINGS OF THE STUDY

The objective to stumble on the determinants that affect the profitability of the banks was examined considering the industrial ratios as internal indicators and
macro-economic variables as external indicators during the study period from 1999-2000 to 2014-2015. All the ratios that measure the financial performance of
the banks are internal indicators and, GDP and average inflation rate are considered as external indicators. GDP was taken into account, since it influences the
economic activity and in turn impacts the operations of the banks. The average inflation rate was considered, as that impacts the lending activity of the banks and
is important for the banks, because they typically deal in nominal financial instruments. The Net Interest Margin, Return on Assets, Return on Equity, being the
important indicators of profitability are the dependent variables.

To identify the variables influencing earning efficiency the following multivariate techniques have been employed:

i) Correlation Analysis, and

ii) Step-wise Multiple Regression Analysis

i) CORRELATION ANALYSIS

Correlation Analysis is used to ascertain the relationship between the dependent and independent variables. The correlation co-efficient of the independent
variables, with the earning efficiency indicators identifies the most significant variables that affect the profitability of the banks. The correlation matrix has been
formed to establish the correlation coefficient of internal and external indicators with the dependent variables.

The correlation of the internal and external variables with the dependent variables Net Interest Margin, Return on Assets, Return on Equity of the select Scheduled
Commercial Banks during the study period is presented in Table 1.

TABLE 1: CORRELATION OF INTERNAL AND EXTERNAL VARIABLES WITH PROFITABILITY INDICATORS

. Net Interest Margin | Return on Assets | Return on Equity
Variables . 0 . P . P
Capital Adequacy Ratio -.466 .040%* .430 .055 .090 .375
Debt - Equity Ratio .360 .094 -.176 .266 322 121
Ratio of Advances to Assets -.569 .013* .043 439 -.451 .046*
Investments in Government Securities to Assets .637 .005** .281 155 622 .007**
Investments in Government Securities to Investments | -.319 123 .398 .071 -.047 434
Return on Investments 471 .038* -.285 .152 .190 .249
Return on Advances -.258 .176 -416 .061 -.266 .169
Net NPA to Advances 426 .057 -.321 122 152 .295
Priority Sector Advances to Total Advances 125 .329 .294 144 .202 .235
Interest Income to Total Assets .065 408 -421 .059 -.134 317
CASA .576 .012%* .260 174 .686 .002%*
Total Advances to Total Deposits -.382 .080 .047 434 -.390 .075
Business per Employee -.536 .020* -.086 .380 -.522 .023*
Profit per Employee -421 .059 .185 .255 -.263 172
Intermediation Cost to Total Assets .709 .002** -.164 .280 .299 .140
Burden to Total Assets 277 .159 -.779 .000** -.759 .001**
Net Interest Margin 1.000 - .056 422 .838 .178
Return on Assets .056 422 1.000 | - .891 .000**
Return on Equity .256 178 .860 .000** 1.000 | -
Non-interest Income to Total Assets .355 .097 480 .035* 257 .000**
Operating Profits to Total Assets .368 .089 791 .000** | -314 .000**
Cash- Deposit Ratio -.086 .380 .037 448 212 178
Term Deposits to Total Deposits -.446 .048* -.332 113 -.145 127
Liquid Assets to Total Assets .359 .094 -.245 .189 277 224
Liquid Assets to Demand Deposits .060 415 -.412 .063 .176 .303
Liquid Assets to Total Deposits 490 .032%* -.119 .336 -.243 .159
GDP .071 401 .355 .097 .256 .265
Average Inflation Rate -.670 .003** .106 .354 .860 .191

Source: Computed data
**Correlation is significant at the 0.01 level (p<0.01) *Correlation is significant at the 0.05 level (p<0.05)
It is understood from Table 1 that Investment in Government Securities to Assets and Intermediation Cost to Total Assets were positively correlated and the
average inflation rate was inversely correlated at 1% level of significance to Net Interest Margin. Return on Investments, CASA and Liquid Assets to Total Deposits
were observed to have positive correlation with Net Interest Margin, while Capital Adequacy Ratio, Ratio of Advances to Assets, Business per Employee and Term
Deposits to Total Deposits recorded a negative correlation at 5% level of significance.
The variables Return on Equity and Operating Profits to Total Assets were observed to have high positive correlation with Return on Assets while Burden to Total
Assets established highly negative correlation, statistically significant at 1% level of significance. The Non-Interest Income to Total Assets was found to have positive
correlation with Return on Assets at 5% level of significance.
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Investment in Government Securities to Assets, CASA, Return on Assets and Non-Interest Income to Total Assets were found to have highly positive correlation,
while an inverse correlation was observed in Burden to Total Assets and Operating Profits to Total Assets with Return on Equity, statistically significant at 1% level
of significance. Ratio of Advances to Assets and Business per Employee were negatively correlated with Return on Equity at 5% level of significance.

i) STEP-WISE REGRESSION ANALYSIS

The Step-wise Regression analysis was applied to study the best combination of independent (predictor) variables that would predict the dependent (predicted)
variable. To study the influence of internal and external variables in relation to the earning efficiency variables like Net Interest Margin, Return on Assets and
Return on Equity, the forward selection method of stepwise regression analysis was used to form the best model by entering one independent variable with the
strongest positive and negative correlation at each step. The addition of the variables is repeated till the model is found to be fit. The internal variables include all
the variables measuring each component of the financial performance in the study, while the external variables consist of annual GDP and average inflation rate.
a) Step-Wise Multiple Regression Analysis for Net Interest Margin

The model summary for the dependent variable Net Interest Margin using step-wise regression analysis from 1999-2000 to 2014-2015 of Scheduled Commercial
Banks is presented in Table 2.

TABLE 2: MODEL SUMMARY OF NET INTEREST MARGIN

. . Change Statistics
Model | R RSquare | Adjusted R Square | Std. Error of the Estimate R Square Change | F Change | df1 | df2 | Sig. F Change
1 0.709 | 0.502 0.464 0.15048 0.502 13.124 1 13 | 0.003
2 0.863 | 0.745 0.703 0.11204 0.243 11.449 1 12 | 0.005
3 0.908 | 0.824 0.776 0.09737 0.078 4.888 1 11 | 0.049

Model 1 : (Constant), Intermediation cost to Total Assets

Model 2 : (Constant), Intermediation cost to Total Assets, Liquid Assets to Total Assets

Model 3 : (Constant), Intermediation cost to Total Assets, Liquid Assets to Total Assets, Debt-Equity Ratio
Source: Computed data

Itis inferred from the model summary of Net Interest Margin that, by including the variables Intermediation cost to Assets, Liquid Assets to Assets and Debt Equity

ratio in model 3, the R value increased from 0.709 in model 1 to 0.908 in model 3 indicating highest correlation among the variables. The Adjusted R square

increased from 0.464 in model 1 to 0.776 in model 3 and f value is found to be statistically significant at 5% level.

TABLE 3: STEP-WISE MULTIPLE REGRESSION ANALYSIS FOR NET INTEREST MARGIN

Unstandardized Coefficients | Standardized Coefficients .
Model t Sig.
B Std. Error Beta
(Constant) 2.497 0.371 6.723 | 0.000
3 Intermediation cost to Total Assets | 1.168 0.179 1.819 6.533 | 0.000
Liquid Assets to Total Assets -0.070 0.028 -0.694 -2.497 | 0.030
Debt-Equity Ratio -0.089 0.040 -0.601 -2.211 | 0.049
Dependent Variable: Net Interest Margin

Source: Computed data
Table 3 shows variables that determine the Net interest Margin. The standardized B coefficient value for Intermediation cost to Assets is 1.168, Liquid Assets to
Assets is -0.070 and Debt-Equity is -0.089. Intermediation cost to Assets will affect the Net interest margin by 1.168 units stating that the rise in operating expenses
inversely influences the profitability of the banks. Liquid Assets to Assets impacts the dependent variable at -0.070 units, stating that the liquid assets should be
utilized for business operations effectively, besides meeting their Statutory Liquidity Ratio (SLR) at 20 percent. The decrease in the Debt-Equity will increase the
dependent variable at 0.089 units, as the reduction in the interest expenses increases the Net interest margin of the banks.
The equation formed for the dependant variable Net Interest Margin is
Y1=2.497 + 1.168 X1: - 0.070 X2 - 0.089 X31

where,

Y1 = Net Interest Margin

X11 = Intermediation cost to Assets
X21 = Liquid Assets to Assets

X31 = Debt — Equity Ratio

b) Step-wise Regression Analysis for the dependant variable Return on Assets
The model summary for the dependent variable Return on Assets using step-wise regression analysis from 1999-2000 to 2014-2015 of Scheduled Commercial
Banks is presented in Table 4.

TABLE 4: MODEL SUMMARY OF RETURN ON ASSETS

. . Change Statistics
Model | R R Square | Adjusted R Square | Std. Error of the Estimate R Square Change | F Change | dfi | df2 | Sig. F Change
1 0.860 | 0.740 0.720 0.08261 0.740 37.027 1 13 0.000
2 0.987 | 0.974 0.970 0.02723 0.234 107.630 1 12 0.000
3 0.992 | 0.984 0.979 0.02254 0.010 6.515 1 11 | 0.027

Model 1: (Constant), Return on Equity

Model 2 : (Constant), Return on Equity, Advances to Assets

Model 3 : (Constant), Return on Equity, Advances to Assets, Net Interest Margin
Source: Computed data

Itis indicated from the model summary of Return on Assets that by including the variables Return on Equity, Advances to Assets and Net Interest Margin in model

3, the R value increased from 0.860 in model 1 to 0.992 in model 3 signifying maximum correlation among the variables. The Adjusted R square increased from

0.720 in model 1 to 0.979 in model 3 and f value is found to be highly significant at 99% confidence level in model 1 and model 2 while it is significant at 5% in

model 3.

TABLE 5: STEP-WISE MULTIPLE REGRESSION ANALYSIS FOR RETURN ON ASSETS

Unstandardized Coefficients | Standardized Coefficients .
Model t Sig.
B Std. Error Beta
3 | (Constant) -.693 0.150 -4.625 | 0.001
Return on Equity 0.051 0.002 1.105 25.559 | 0.000
Advances to Assets | 0.012 0.001 0.610 12.005 | 0.000
Net Interest Margin | 0.091 0.036 0.120 2.553 | 0.027
Dependent Variable: Return on Assets

Source: Computed data
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Table 5 portrays the variables that impact the Return on assets. The B coefficient value for Return on Equity, Advances to Assets and Net Interest Margin are 0.051,
0.012 and 0.091 respectively. The Return on Equity will have an effect on Return on Assets by 0.051 units, stating that the efficient use of net worth in high earning
investments will increase the dependent variable. Advances to Assets will increase 0.012 units of dependent variable which signifies that more the advances
provided by the bank, more will be its Return on Assets. Net Interest Margin will increase the dependent variable at 0.091 units, stating more of interest income
generated by the banks will enhance the Return on Assets.

The proposed equation for the dependant variable Return on Assets is

Y,=-0.693 + 0.051X1, + 0.012X2, + 0.091X3;

where,

Y2 = Return on Assets

X1, = Return on Equity

X2, = Advances to Total Assets
X32 = Net Interest Margin

c) Step-wise Regression Analysis for the dependent variable Return on Equity
The model summary for the dependent variable Return on Equity (EE3) using step-wise regression analysis from 1999-2000 to 2014-2015 of Scheduled Commercial
Banks is presented in Table 6.

TABLE 6: MODEL SUMMARY OF RETURN ON EQUITY

Model | R RSquare | Adjusted R Square | Std. Error of the Estimate R Square Change FC:::::eStat;sf;lcs df2 | Sig. F Change
1 0.891 | 0.794 0.778 1.59143 0.794 50.192 1 13 | 0.000
2 0.957 | 0.916 0.902 1.05826 0.122 17.399 1 12 | 0.001
3 0.976 | 0.952 0.939 0.83255 0.036 8.388 1 11 | 0.015

Model 1: (Constant), Operating Profits to Assets

Model 2: (Constant), Operating Profits to Assets, Cash-Deposit Ratio

Model 3: (Constant), Operating Profits to Assets, Cash-Deposit Ratio, Return on Assets
Source: Computed data

Itis understood from the model summary of Return on Equity that, by including the variables Operating Profits to Assets, Cash- Deposit Ratio and Return on Assets

in model 3, the R value increased from 0.891 in model 1 to 0.976 in model 3 stating highest correlation among the variables. The Adjusted R square increased from

0.778 in model 1 to 0.939 in model 3 and the f value is statistically significant at 1% level of significance in model 1 and at 5% level of significance in model 3.

TABLE 7: STEP-WISE MULTIPLE REGRESSION ANALYSIS FOR RETURN ON EQUITY

Unstandardized Coefficients | Standardized Coefficients .
Model t Sig.
B Std. Error Beta
(Constant) -21.015 1.841 - -11.418 | 0.000
3 Operating Profits to Assets | 3.410 0.932 0.321 3.657 0.004
Cash-Deposit Ratio 0.359 0.130 0.135 2.755 0.020
Return on Assets 14.222 1.864 0.657 7.629 0.000
Dependent Variable: Return on Equity

Source: Computed data
Table 7 shows the variables that contribute to the Return on Equity. The standardized B coefficient value for Operating Profits to Assets is 3.410, stating that the
rise in operating profit of the banks will improve their Return on Equity. The standardized B coefficient value for Cash-Deposit Ratio is 0.359, indicating that cash
used by the banks for their effective operations and investments, besides meeting their Cash Reserve Ratio (CRR) at 4 percent will improve the profitability of
banks. Return on Assets will increase the dependent variable at 14.222, signifying that the quality assets and efficient use of assets will enable the banks to generate
more earnings.
The equation proposed for the dependent variable Return on Equity is
Y3=-21.015 + 3.410X13 + 0.359X23 + 14.222X33

where,

Y3 = Return on Equity

X13 = Operating Profits to Assets
X23 = Cash Deposit Ratio

X33 = Return on Assets
CONCLUSION

The advances provided by the banks is of prime importance in improving its profitability. As far as the business operations of the banks are considered, the earnings
of the banks are highly dependent on its basic function of lending. Further, the disbursements made by the banks must be secured in order to avoid adverse loan
impairment. Thus, the strategies worked out by the banks must be able to balance the risks in the business operations and must increase their operating profit.
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