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Editor’s Note 
 

GREETINGS! 
 

It has been our great pleasure working with with the Editorial team to 

present you the very first issue of the Journal of Business Management, 

with high-quality social science research papers. Faculty of Business 

Studies, Vavuniya campus of the University of Jaffna publishes this 

journal biannually. The Journal consistss of the full Research papers 

of the best Extended Abstracts selected in the Research Conference of 

the Faculty of Business Studies in 2016 and called for new research 

papers in 2018. There are altogether sixteen  
(16) research papers we received. Based on the two blind reviews, 
only ten (10) research papers only met the standard and were selected 
to publish in the journal. 

 

Our faculty has also taken the steps to publish a journal from our 

faculty name, today we have achieved that. This great success will not 

be possible without a dedicated supporting cast of our Rector, Dean, 

and Faculty members who have attributed to this great effort 

voluntarily. Academics are not only involved in teachingbut also they 

should be involved in research activities. Those researches will be 

helpful to the society in many ways. Journals are one of the paths to 

publishing their research work. Our journal of business management 

also gives an excellent opportunity to publish their social science 

research works. 

 

We are happy to report that our journal will also experience steady and 

healthy growth in the future. At this juncture, we would like to thank 

all the authors, reviewers for having spent their valuable time for 

reviewing the papers and the the advisory board for their guidance. 

Further, our thanks go to the Vice-Chancellor, Rector, Dean, the 

academic, administrative and non-academic staff of Vavuniya Campus 

of the University of Jaffna. Finally, last but not least, our sincere thanks 

go to the Vice- Chancellor, the Chairman of the University Research 

Committee and the members for their willingness and support to 

release the fund to publish this journal. 
 
 
 

Mrs.Janaki Samuel Thevaruban  
Chief Editor 
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Abstract  
Performance is a critical factor in organizational success. To achieve strong 

employee performance for organizational success, maintaining healthy employee 

relations in an organization is a pre-requisite. Employee relations generally deal with 

avoiding and resolving issues concerning individuals which might arise out of or 

influence the work scenario. Strong employee relation depends upon healthy and safe 

work environment, involvement and commitment of all employees, incentives for 

employee motivation, and effective communication system in the organization. 

Employee performance can be identified as one of the prime factor that determines 

successful achievement of organizational goals, in any organization. The objective 

of the study is to find out the impact between employee relations and employee 

performance at the selected company. This study was also intended to help the 

organization understudy to improve performance through good employee 

relationship. The study was carried out to measure the relationship between 

Employee Relation and Employee Performance. Out of 150 questionnaires, 120 were 

selected after the data validation. The reliability is tested for all the independent and 

dependent variables. The research findings show that there is a positive relationship 

between the Employee relations and the Employee performance. It was proved with 

the values taken for both variables at correlation. It shown that when Employee 

relations are high the Employee performance is likely to increase. In order to improve 

the Employee Relations further in the organization the management of the 

organization can introduce some motivation programs and training programs. 
 

Keywords: employee relations, employee performance, apparel industry 
 

 

Introduction 

 
Employee performance is defined as whether a person executes their job, 

duties, and responsibilities well. Many companies‘ asses their employee's 
performance on an annual or quarterly basis in order to define certain areas 

that need improvement. Performance is a critical factor in organizational 
success. To achieve strong employee performance for organizational success, 

maintaining healthy employee relations in an organization is a pre-requisite. 

Employee relations generally deal with avoiding and resolving issues 
concerning individuals which might arise out of or influence the work 

scenario. Strong employee relation depends upon healthy and safe 
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work environment, involvement and commitment of all employees, 
incentives for employee motivation, and an effective communication system 
in the organization. Healthy employee relations lead to more efficient, 
motivated and productive employees which further lead to increase in 
production level. 

 
Employee relations, known historically as industrial relations, are concerned 

with the contractual, emotional, physical and practical relationship between 

employer and employee. An individual who works part or full-time under a 

contract of employment, whether oral or written, express or implied, and has 

recognized rights and duties. Employee relationship refers to the relationship 

between employees and management as a framework of organizational 

justice consisting of organizational culture and management style as well as 

rules and procedural sequence for grievances and conflict management 

indeed, the objective of employee relationship is to achieve harmonious 

employee relations and minimize conflict practices in employment 

(Torrington and Hall, 1998). 
 

Employee performance refers to the output in terms of quantity and quality 
that helps the organization to realize its set objectives. In other words, 

performance can be measured by traits, behaviors‘ and/or outcomes, (Bratton 
and Gold, 2003)employee performance encourages the employee to get 

involved in the planning for the company, and therefore anticipates by having 
a role in the process the employee will be motivated to perform at a high 

level. 

 
Most organizations in an attempt to increase productivity have come up with 
the motivation of employees aimed at improving on the organization 

performance and condition of the job. Hence proper performance, 
organizations should induce their employees to work hard towards achieving 

the business set objectives. This can be done through the provision of 
incentives (Peter Drucker, 1999). The values, beliefs, attitudes, and behavior 

of the enterprise's employees are held to occupy strategic roles in corporate 

success. All organizations which aim at high performance need to have policy 
agenda to create the relationship with the employees or working people. 

 
Problem Statement 

 
ABC Apparel Export (Pvt) Ltd is an organization that makes a significant 
contribution to the apparel industry of Sri Lanka. The total workforce of the 

company is 400. However, an analysis of the employee performance in recent 
past has revealed that there had been a significant fluctuation of employee 

performance in 4 main production lines such as casual wear, performance 
wear, work wear and sublimation products. Furthermore, it had been revealed 

that there had been the issue associated with employee relations of the 
company. Employee performance can be identified as one 
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of the prime factors that determine the successful achievement of 
organizational goals, in any organization. Hence, it is imperative for the top 

management of ABC Apparel Export (Pvt) Ltd to take these changes of 
employee performance very seriously. Therefore, paying attention to 

employee performance as well as the factor that affects employee 
performance is of utmost importance in this scenario. 

 

Out of numerous factors that affect employee performance, Employee 
relations can be identified as one important factor. Given that the 

deterioration of employee relations in ABC Apparel Export (Pvt) Ltd that has 
led to some organizational issues, it is very important to study whether 

employee relations have had an impact on recent fluctuations of employee 
performance and if so what extent has formerly affected latter. In this manner, 

the researcher wants to find out is there a significant impact on employee 
relations and employee performance. 

 

Objectives of the Study 
 

 To find out the impact on employee relations and employee 
performance at ABC Apparel Export (Pvt) Ltd.



 To find out the relationship between employee relations 
and employee performance at ABC Apparel Export (Pvt) Ltd.



 To examine the level of employee relations at ABC 
Apparel Export (Pvt) Ltd.



 To examine the level of employee performance at ABC 
Apparel Export (Pvt) Ltd.



 
The significance of this quantitative research project is notable since little 

research exists concerning employee relations and job performance in the 
apparel industry. The study will help the general public to know how the 

organization relates to its employees in order to improve their performance. 
This study was also intended to help the organization understudy to improve 

performance through good employee relations. 
 

Literature Review 

 

Employee Relationship 

 
Employee means an individual who works part-time or full time under a 

contract of employment whether oral or written, express or implied, and has 
recognized rights and duties. Employment is a contract between two parties, 

one being the employer and the other being the employee. An employee may 

be defined as: "A person in the service of another under any contract of hire, 
express or implied, oral or written, where the employer has the power or right 

to control and direct the employee in the material details of how the work is 
to be performed." (Black's Law Dictionary, 1979) 
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Employees are one of the major stalk holders for every organization, both 
commercial and nonprofit organizations. Employees give the best part of 

their lives to the organization; therefore, a moral obligation to let them know 
how they are performing. At the same time organizations have to measure 

the performance of all their resources, unlike technology and capital. These 
resource peoples have expectation and interests and they are manifested in 

behavior which impacts performance. 

 

Michael (2005) defined that Employee Relations is to manage the 

relationship between employer and employees with the ultimate objectivity 

of achieving the optimum level of productivity in terms of goods and 

services, employee motivation taking preventive measures to resolve 

problems that affect adversely the working environment. Employee Relation 

Managers exercise their expertise to provide guidelines to the line managers 

how to improve performance and behavior of the employees. Employee 

Relation Managers provide assistance to the Business Managers in resolving 

employee grievances, disputes, and legal matters. This is one of the basic 

responsibility of Employee Relations Department to provide information to 

internal customers about rules, regulations, policies, goals, and targets of the 

organizations to communicate the vision and mission of the Management. 

 

Employee Performance 

 
Employees are performing different jobs in an organization depending upon 

the nature of the organization. They mainly perform tasks like production, 
storage, manufacturing, transportation, marketing, purchasing, distribution, 

promotion of business, finance and accounting, human resource, research and 
public relations. All these activities are interrelated to achieve the targets. 

These are to be performed by the employees properly so they can give their 
best output on the job. 

 
Performance means both behaviors and results. Behaviors emanate from the 
performance and transform performance from abstraction to action. Not just 
the instruments for results behaviors are also outcomes in their own right the 
product of mental and physical effort applied to tasks and can be judged  
apart from the result. (Armstrong, 1996) Performance is a multidimensional 
construct the measurement of which varies depending on a variety of factors. 
(Bates and Holton, 1995) Job performance is how well (or poorly) employees 

perform their job duties compared to expectations for the job. (Donald and 
Dunham, 2001). 

 
This is the ability to achieve organizational goals more effectively and 
efficiently. If an organization is to meet its goals effectively and efficiently 
ways of accurately measuring management performance must be 
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implemented for performance to be effective employers should recognize the 
legitimate desires and needs of employees for progress in their professions 
Harold Koontz (1994) ways in which employee‘s performance can be 
increased to achieve organizational goals include proper incentives systems, 
these include financial incentives and non-financial incentives. 

 

Performance is a major concern to all organizations. It's the level at which an 

organization is placed in a particular industry various measures are used to 

measure it, ranging from gross sales, profit, market share, competitive 

advantage and customer rating. Performance of an industry in an economy 

could best be measured in terms of time taken to finish and costs incurred in 

relation to the originally planned project duration and financial budget Ubeku 

(1983). Purpose of this study is to find the relationship between employee 

relations and employee performance. Based on this, the following conceptual 

framework has been developed.  
 
 
 

 

Independent Variable 
 

Employee Relations 
 

(17)Psychological contract 
 

(18)Legal contract 

 
 
 
 

 

Dependent Variable 
 
Employee performance 

 
 
 

Figure 1: Conceptual Framework 
 

H1– There is a significant impact on employee relations and employee 

performance, psychological contract and employee performance, legal 

contract and employee performance in ABC Apparel Export (Pvt) Ltd.  
H2– There is a significant relationship between the psychological contract of 
employee relations and employee performance in ABC Apparel Export (Pvt) 
Ltd.  
H3– There is a significant relationship between legal contract of employee 
relations and employee performance in ABC Apparel Export (Pvt) Ltd. 

 

Methodology 

 

The data collection process used in this research is a mix of two basic 
methods that are questionnaires and personal interviews. The researcher has 
decided that questionnaire as the best effective and suitable data-collection 
technique for the study with the aims of getting an appropriate response. 
Also, some informal interviews have been carried out to collect primary 
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data. To collect primary data the researcher would visit 4 main production 
lines such as casual wear, performance wear, work wear and sublimation 

products informally and by distributing questionnaires to a random sample. 
Secondary data were collected from available books, publications, research 

studies, articles, and websites. As well as the researcher used company 
internal records like work-study reports and performance appraisal reports. 

All employees at ABC Apparel Export (Pvt) Ltd is taken as a target 
population and numerically it will be 400 employees. A sample size was 

taken as 150 of the total employee from 4 main production lines of ABC 
Apparel Export (Pvt) Ltd for the research. 

 
For the purpose of evaluating the Employee Relations and Employee 

performance in ABC Apparel Export (Pvt) Ltd, a printed questionnaire was 
developed and distributed. Questions are mainly related with the Employee 

Relations and Employee performance. Questionnaire consist of three parts. 
In the first part represent the personal details of selected employees, second 

part used to find out Employee Relations through the Psychological contract 
and Legal contract and the third part are used to evaluate the Employee 

performance through the Traits, Behaviors, and Results. Statements which 
are used to test with 5-point Likert scales ranging from strongly agree to 

strongly disagree. 

 

Data Analysis and Discussion 

 

The study was carried out to measure the relationship between Employee 

Relation and Employee PerformanceinABC Apparel Export (Pvt) Ltd. 

Descriptive and Correlation analysis was used to check the relationship 
between the level of employee relationships and the level of performance. 

Out of 150 questionnaires, 130 were received. Finally, 120 were selected 
after the data validation. The reliability is tested for all the independent and 

dependent variables. According to Sekaran reliability should take a value of 
0.7 or more to be acceptable (Sekaran, 2003). The questions regarding 

employee relations since it takes a value of 0.893 and also reliable employee 
performance are 0.923 which are greater than 0.7. 

 

Descriptive statistics show that the male and female representation of the 
total sample. Among them, 31 are male which represents 25.83% of the 

sample and 89 are female which represents 74.17% of the sample. There are 
58 married respondents which represent 48.33% of the sample. There are 62 

respondents who are single which represent 51.67 % of the sample. The age 
of respondents where the majority are in 21-25 years of age. 37 respondents 

include in it (30.8%). The age between 26-30 and less than 20 years 
represents 27 respondents (22.5%). The age between 31-35 represent 18 

respondents and the percentage is 15%. The age above 40 years represents 8 

respondents and the percentage is 6.7%. The rest, between 36 and 40 
represents 3 respondents (2.5%). Further shows the work experience of 
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employees where the majority is in 1-3 years‘ experience taken 27%. Next 
are in 6 months – 1-year as26.7%.19 are between 3-5 years as 15.8%. more 
than 5 years and less than 6 months get equally 18 as 15%. 

 
There is an approximately linear relationship between employee relation and 
employee performance. So Pearson correlation can be used to analyze the 

strength of the relationship. According to Table 1, the Correlation between 
psychological contract and employee performance is 0.713 at a significant 

level of 0.01 which indicates that there is a strong positive relationship 

between psychological contract and employee performance and that 
relationship is significant. The Correlation between the legal contract and 

employee performance is 0.674 at a significant level of 0.01 which indicates 
that there is a strong positive relationship between legal contract and 

employee performance and that relationship is significant. 
 
 

Table 1- Correlation between psychological contract and employee  
performance 

 
Correlations 

  Employee 

  performance 

Psychological contract Pearson Correlation .713** 

 Sig. (2-tailed) .000 

Legal contract Pearson Correlation .674** 

 Sig. (2-tailed) .000 

Employee relation Pearson Correlation .745** 

 Sig. (2-tailed) .000  
**. Correlation is significant at the 0.01 level (2-tailed). 

 

The correlation between employee relation and employee performance is 
0.745 at a significant level of 0.01 which indicates that there is a strong 

positive relationship between employee relation and employee performance 
and that relationship is significant. Same as the correlation between 

psychological contract, legal contract of employee relation and employee 
performance were significant at the level of 0.01. Therefore, hypotheses H2 

and H3 are accepted. 
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Table2 - Model Summary (Between employee relation and employee 

performance)  
Model Summary 

Model R R Square Adjusted R Std. The error 

   Square of the Estimate 

1 .745a 
.556 .552 .329  

a. Predictors: (Constant), Employee relation 
 

After including these variables to the model, the R2 value is .556, implying 

that variable (employee relation) explains 55.6% of the total variability of the 
dependent variable (Employee performance). 

 
Table 3 - Coefficient (Employee relation) 

Coefficientsa 
 

Model Unstandardized Standardized t Sig. 

 Coefficients Coefficients   
      

 B Std. Error Beta   
      

(Constant) .510 .136  3.760 .000 
1

    Employee 

.698 .057 .745 12.145 .000 
relation        

a. Dependent Variable: Employee performance 

 

Above table shows the value of beta coefficients of employee relation is .745. 

This explains the impact of .745 of employee relation helps to increase 
employee performance by one point. Therefore, hypothesis H1 is accepted at 

the level of 0.01. The mean value of Employee relations is 2.30 where it 
indicates most of the sample respondents believe that there is a good 

employee relation in the organization. Its median value takes 2.29 and mode 
takes 2.29. The mean value of Employee performance is 2.11, where it 

indicates that the employee relations have affected in a good manner to 
improve the employee performance. Its median value takes 2.20and mode 

takes 2.30. 

 

Conclusion and Recommendations 

 

Conclusion 

 
The research was focusing on the employee relations and the impact of it on 

the employee performance. The research findings show that there is a positive 

relationship between the Employee relations and the Employee performance. 
It was proved with the values taken for both variables at correlation. 

Employee performance value takes positive 0.745 value. So, it proved that 
there is a positive relationship between the Employee relations 
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and the Employee performance. It implies that when Employee relations are 
high the Employee performance is likely to increase. The mean value of 

employee performance is 2.11 which is showing that the Employee 
performance is high in the organization. It could be concluded, that there is a 

moderate positive relationship between Employee relations and the 
Employee performance. 

 

Recommendations 

 
In order to improve the Employee Relations further in the organization, the 

management of the organization can introduce some motivation programs 

and training programs. And also having entertainment programs might also 

lead to improving the Employee relations of the organization, which could 

automatically affect the Employee performance of the organization in a very 

good and healthy manner. If the management gets involved with the staff of 

the organization more, especially with the lower level of employees the 

Relations might be improved rapidly. So, it could affect in a very positive 

manner in the Employee Performance as well. Taking initiatives at the right 

time is so important as far as the Employee Relations are concerned. 

Initiatives should be taken in a good positive manner, otherwise, it may affect 

the organization badly. 

 

There are some limitations regarding this study according to the researcher‘s 
identification. This particular study focuses only on a single organization. 

This study produced a number of questions that prompt the need for future 

research. It can be done using both the domestic and the foreign 
organizations. The research is conducted based on the questionnaires 

prepared according to the standards. Conducting face to face interviews with 
respondents could be given some valuable information regarding Employee 

Relations and the Employee Performance. 
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Abstract  
Stress is a serious and enduring problem in the workplaces. The last few decades 

have brought about dramatic changes like work in organizations. The demands for 

skilled or multi-skilled employees have increased in tandem with the growth of 

information technology. Employees are asked to perform multiple tasks and are 

forced to carry work home. All these changes in the work atmosphere, along with 

organizational changes, increased the organizational stress and related disorders 

among the employees. Therefore, banks should be conscious of the factors of 

organizational stressor affecting on role overload. This paper aimed to investigate 

the Influence of organizational Stressors on role overload among executives in the 

bank of Ceylon – Sri Lanka. The objective is to identify the level and impact of 

organizational Stressors on role overload. The data were collected from the 

respondents who are working as executives in Bank of Ceylon, Sri Lanka. The 

relevant data on various aspects have been collected using the questionnaire. Totally 

four hundred and three Executives were approached for data collection. The 

descriptive statistics and regression analysis were used to analyze the data. The 

results revealed that organizational Stress was significantly impacted on role 

overload. Therefore, it is reasonable to conclude that Banking Sector could design 

and offer stress reduction program to assist employees in reducing worry and anxiety, 

and cope with their stress and may further give them good advice when wanted. It 

may create a sound psychological wellbeing of the respondents. 

 

Keywords:organizational stressors, role overload, bank of ceylon. 

 

Introduction 
 

People across the globe are under severe work pressure as they work in a 
competitive environment and hence the outcome is high-level stress among 

employees and executives. No organization in any country is free from stress. 

A higher level of stress impairs the physical and psychological health of 
executives and employees. Stress in the workplace is a growing phenomenon 

across the globe (Horwitz, 2010). Among the identified potential causes of 
work-related stress, role stress has been recognized as a significant 

contributor to work stress (Boles, Wood, & Johnson, 2003; 
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Distinguishing the banking sector's stress from its fragility is essential. Stress 
emerges from the combination of exogenous shocks and fragilities in the 
banking system. A fragile banking sector does not systematically suffer stress 
if it benefits from a quiet and stable environment. 

 
Conversely, a stable banking system can undergo stress if it experiences 
extreme exogenous shocks. The interaction of the shock's magnitude and the 

banking system's fragility determines the stress level. For that reason, the 
Bank of Ceylon was selected to study about organizational stress. According 

to Sobeih (2006), the potential causes of stress at the workplace are work-
overload, too less work, time pressures, and deadlines. Stress is felt by the 

individual at varying degrees, i.e., from mild to severe level. It is dependent 
on upon an individual's physiological and psychological makeup. 

 
Mild stress is not harmful to the individual employee. However, severe or 

extreme stress creates complications in individual health, mental health, 

career growth, and organizational effectiveness. Studying organizational 
stress in the banking sector has become essential as employees of such 

organizations are facing severe work pressure worldwide. Many 
professionals can sustain pressure, and others are unable to do so. A 

continuous pressure leads to a stage whereby psychological homeostasis of 

the employee is significantly affected. It may lead to dissatisfaction and work 
slowdown. 

 
The critical problem banks executives are facing is the high rate of family 
issues leading to disruptions in work, quarrel with colleagues and ultimately 

ends with the loss of customers. As a result, it leaves a detrimental impact on 
the corporate image of the bank. Several studies have been performed on 

bank employees and found that one of the essential reasons may be 
employees' stress due to do their job. Organizational stress is mostly found 

among the bank executives due to theirtypical nature of the work. 
 
 

Problem Statement 

 

High Competition among Banks: There has been a paradigm shift in the focus 

of banks from social objectives to sound business objectives, Risks 
Associated with Cash-handling, Banks' Staff Compelled to Work Longer 

Hours, Public Opinion of Banks: The private sector banks that delegate 
considerable powers to Branch Managers pave the ways for instant attention 

of customer needs, Stresses and Strains Experienced by the BOC (SL) 
employees, Confronting Hardships Relating to Individual Characteristics: 

The BOC (SL) employees‘ reaction, also in hundreds of branches across the 
country, to work pressure varies from person to person, Work Overload of 

the BOC (SL): Work overload may be either ‗quantitative overload‘ or 
‗qualitative overload‘. 

 
 

Faculty of Business Studies, Vavuniya Campus, University of Jaffna 12 



 

 
 

Journal of Business Management, Volume 01, Issue 01, September 2018 

 
 
 

 

Problems being confronted by Sri Lankan banking sector and 

management/employees of the Bank of Ceylon, Sri Lanka. In the Sri Lankan 

environment, while there are formidable challenges and stiff competitions 
among the banks both public and private sectors, there are also inherent and 

associated problems that are faced by the employees of the Bank of Ceylon, 

Sri Lanka (BOC/SL), in particular. Those could be stipulated as follows: 

Difficulties in coping with high technological skills, competency, and 

knowledge required of the BOC/SL's staff, Globalization and Information 

Technology, Restructuring contemplated by the BOC (SL), Future 

Challenges to the BOC (SL), Intriguing Questions on BOC (SL). Therefore, 

the Present Study Addresses the Following Intricate Questions: What is the 

extent of organizational stress confronted by the BOC (SL) employees? 

 

Frequent studies on stress would help to uncover the shadow areas so that 

steps can be initiated to minimize the effect of the determinant factors of 

'stressors' and also help individuals and the BOC (SL) evolve new and 

effective coping strategies. It is with this view the present study has been 

undertaken. Further Cooper and Kelly (1993) also emphasize that the 

Research regarding occupational stress and the role of educational 

administrators who have dual responsibilities of managing people and 

program finances found that work overload and handling relationships with 

staff were the primary sources of stress. No study conducted here on 
organizational Stressors of employees in the BOC (SL): It appears that a 

systematic, complete study was not conducted so far on "Organizational 

Stressors of the BOC (SL) Employees‖ either by the research institutions or 

by the BOC (SL) itself. Furthermore, the researcher takes a keen interest in 

this endeavor throwing energetic, dynamic challenge using his rich 

knowledge and experience. 

 

Objective of the Study 
 

 Identify the level of organizational stressors and role 
overload among the executives in the banking sector.




 To find out the effect of organizational stressors on role 
overload among the executives in the banking sector.



 
Literature Review 

 

Organizational related factors are organizational stressors that influence role 
overloadSeveral authors (Sofer, 1970; Landy and Trumbo, 1976; 
Ivancevichand Matterson, 1980; Schuler, 1982) have identified the 
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influence of organizational stressors on role overload. Goldenharet al., (2003) 
have identified five stressors that are profoundly influencing organizational 
stress namely, safety climate, training, job certainty, social support and 
harassment, and discrimination. 

 

Using the organizational Stress Scale, Pareek (1983) observed little 

difference between the scores in the three banks but found differences in role 

stresses at the organizational levels. He observed that people at the lowest 

level felt that they were stagnating both individually and role-wise. However, 

this feeling decreased as people moved up in the hierarchy. As regards coping 

styles used by bank professionals, it emerged from the analysis that 

employees differed in their use of coping styles from one bank to another. 

Bhatnagar and Bose (1985) studied "Organizational stress among branch 

managers" of a banking organization to understand the relative strength of 

different stressors for bank managers on the assumption that branches form 

the backbone of a bank and its role incumbents are simultaneously subjected 

to internal, organizational and environmental stresses. 

 

Chaudhary (1990) examined the relationship between organizational stress 

and job satisfaction among bank officers. Half of the respondents (n=50) 

belonged to the higher age group (above 35 years) and the other half (n=50) 

to the lower age group (below 35years). The organizational stress Scale 

(Pareek,1983c) and the Employees' satisfaction-dissatisfaction inventory 

(Pestongee 1973b) were administered to the sample population to obtain data 

about organizational stress and job satisfaction variables. Critical ratio test 

and product-moment co-efficiencies of correlation were used for analyzing 

the data. The main findings of the study are as follows.  
No significant differences were observed between the two age groups on 
organizational stress dimensions.  
The overall indices of role stress and job satisfaction were found to be 
negatively correlated in the higher as well as, the lower age groups of bank 
officers. 

 

The role overload affects job stress as stated by Idris (2011). The role 
overload through the impact on employees during job stress that is in 

continuous condition will also cause employees‘ performance. Tensions 
describe the job stress because there is psychological pressure in the job 

environment. Job load on the employees can make them feel tired both 
physically and psychologically and finally they are not comfortable with the 

job condition. Other studies strengthen the effect of role overload on job 
stress. Studies by Wang'eri and Okello (2014), Karimi et al. (2014) found that 

the role overload can affect job stress. The higher the role overload, the lower 
the performance is. Therefore, the first hypothesis can be stated as the 
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following. H1 = The role overload has a significant effect on the employee‘s 
job stress in the trade center of cellular phones in Surabaya 

 

The relationship between role overload and employees‘ performance was 
also described by Malik et al. (2013). Role overload causes the employees‘ 

low productivity. Employees with excessive tire job cannot concentrate on 
their job so that they cannot accomplish the jobs, either. The redundant 

burden in the job immediately can also lead to encourage employees unable 
to do the job quickly so that they cannot get the target. The employees, then, 

cannot do the job entirely because of the higher demands to be done. In such 
a condition, the quality of the job will decrease. 

 

Methodology 

 

This research comes under the category of descriptive study as the researcher 

is interested in determining the relationship between different variables. The 

strength of survey research is the broad scope to collect detailed information 

from a sample of a large population. The data were collected from the 

respondents who are working as executives in Bank of Ceylon, Sri Lanka. A 

structured questionnaire was designed using those variables. Five-point scale 

has been used in the survey instrument. A pilot study was carried out with 50 

respondents. Based on the nearness and accessibility, the respondents for this 

study were those who are working as Executives in Bank of Ceylon in Eastern 
Province.Using simple random sampling method the researcher had chosen 

154 branches. From the selected branches, 169Branch Managers, 

141Assistant Managers, and 93 Senior Officers were employed. So, 403 

Executives were approached for data collection.The SPSS did the data 

analysis. As illustrated in the literature the following hypotheses formulated 

and assessed through the regression analysis. 
 

To find out the effect of organizational stressors on the role overload among 
the executives in the banking sector. 

 
Null Hypothesis (H0):Organizational stressors do not influence role 

overload among the executives in the banking sector.  
Alternative Hypothesis (H1):Organizational stressors significantly 

influence role overload among the executives in the banking sector. 

 

Data Analysis and Results 

 

403 Executives were approached for data collection. Out of 403 filled 
questionnaires distributed, 16 questionnaires are found to be improperly 
filled, and hence, finally, the valid sample was settled at 387 representing 96 
percent response rate. 
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Sample Profile 

 

The descriptive statistical analysis was run on respondents' demographic 
variables. The results are shown in Table1.  

Table 1: Summary of demographic information 

 Demographic Frequencies Percentages (%)  Demographic 

 Profile    Profile 
      

 Age Below 30 Years 53 13.7 
  30-40 Years 117 30.2 

  41-50 Years 198 51.2 

  Above 50 Years 19 4.9 

 Present Branch Manager 166 42.9 
 Designation Assistant 133 34.4 
  Manager 88 22.7 

  Senior Manager    

 Experience Below 16 Years 68 17.6 
  16-20 years 121 31.3 
  21-25 Years 109 28.2 

  Above 25 Years 89 23.0 

 
As per the table 1, most of the respondents are fallen in the age category of 
41-50 years (51.2%). Moreover, most of the respondents' present designation 
is branch manager (42.9%) 

 
 

Descriptive Statistics of Study Variables 
 

The descriptive data including, reliability, mean, and standard deviation of 
the study variables were obtained and shown in the following Table. 

 

Table 2: Reliability 
 

 Variable  No. of Cronbach’s Alpha 

   Statements coefficient 
     

 Safety Climate 5 0.834 

 Training 4 0.897 
    

 Job Certainty 4 0.818 

 Social Support 12 0.881 

 Harassmentand 6 0.834 
 Discrimination    

 Role overload 6 0.855 

 
The overall Cronbach‘s Alpha Coefficient values for selected variables 
indicated a robust internal consistency among the attributes. Therefore, the 
variables used were concluded as reliable. 
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Table 3: Mean and Standard Deviation of Organizational Stressors and role 
overload among the respondents in BOC 

Dimension  Mean S.D Decision 

    Attribute 

Safety Climate 3.4729 .71314 High Level 

Training 2.9264 .74658 Moderate Level 

Job Certainty 3.2610 .80380 Moderate Level 

Social Support 3.3519 .35742 Moderate Level 

Harassment and 2.2093 .84456 low Level 

Discrimination     

Organizational Stressors 3.0443 .31543 Moderate Level 
    

Role Overload 3.4763 .463 High Level  
 

Table 3 shows the mean and standard deviation of different dimensions 

tomeasure the organizational stressors. Among the five dimensions that 
measureorganizational stressors, it is observed that the ‗safety climate‘ 
(mean = 3.4729; SD =0.71314) has high mean values followed by social 
support (mean = 3.3519; SD =0.35742), ‗job certainty‘ (mean = 3.261; SD  
= 0.8038), and ‗training‘ (mean = 2.9264;SD = 0.74658). However, it is 
noted that the respondents give poor response to thedimension regarding 
harassment and discrimination (mean = 2.2093; SD = 0.84456). 

 
Table 4.1: Regression Analysis - Influence of Organizational Stressors on 

RoleOverload Dimension of Organizational Stress.  
 

Coefficients 

S.No  Unstandardized Standardized  p 

  Coefficients Coefficients   

 Model B Std. Error Beta t  

 (Constant) 6.309 .284  22.188 .000 
       

1 Safety Climate .036 .028 .056 1.276 .203 

2 Training -1.592 .093 -2.568 -17.201 .000 

3 Job Certainty .202 .026 .350 7.639 .000 
       

4 1   Social -.796 .061 -.614 -12.975 .000 
 Support      

5 Harassment and 1.680 .086 3.064 19.644 .000 
 Discrimination       

a. Dependent Variable: Role Overload 
 

The regression analysis for Safety Climate, Training, Job Certainty, social 
support, Harassment and Discrimination, and Role Overload is explained by 
the above tables 4.1 and 4.2. 

 
The measure of the strength of association in the regression analysis is given 
by the coefficient of regression determination denoted by adjusted 
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R2. The adjusted R²value is 0.548 which implies 54.8 percent of the variation 
in the Role Overload. To check whether R2 is statistically significant, 
ANOVA is used. The F value obtained is 94.525(P<0.000) and ascertains 
that there is a significant relationship between dependent and independent 
variables. 

 
Table 4.2: Regression Analysis - Influence of Organizational Stressors on 

RoleOverload Dimension of Organizational Stress. 

 

Model R R Adjusted Std.The F   P 

  Square R Square error  of     

    the     

    estimate     

1 .744a 
.554 .548 .31136 94.525   .000b 

 
 

Predictors: (Constant), Harassment, Job Certainty, Social Support, Safety 
Climate, Training 

 

It can be ascertained from this table that Safety Climate, Training, Job 

Certainty, Social Support, Harassment, and Discrimination are not the only 

determinant factors of Role Overload. 45.2 percent of variations in Role 
Overloads are still not explained. However, they appear to play a significant 

role, regardless of the Safety Climate, Training, Job Certainty, Social 

Support, Harassment and Discrimination of the respondents. An examination 

of t – values of this table shows that ‗Harassment and discrimination' (t = 

19.644), and ‗Job Certainty' (t = 7.639) are found to have significantly 

contributed in the prediction of Role Overload. ‗Training' (t=-17.201) 

and‗Social Support' (t=-12.975) contribute negatively and significantly to the 

prediction of role Overload. ‗Safety Climate' (t = 1.276) have not 

significantly contributed to the prediction of Role Overload. Results of this 

study confirm that Training, Job Certainty, Social Support, Harassment, and 

Discrimination influence Role Overload, which is similar to the study of 

Boyar and Mosley (2003). From the results, it is further observed that 

Harassment and Discrimination are found to be the most significant related 

factors affecting the Role Overload. Training is the second important factor 

followed by social support, and Job Certainty. So Harassment and 

Discrimination and Training have a notable influence on the Role Overload. 

 
The regression analysis for Safety Climate, Training, Job Certainty, Social 

Support, Harassment and Discrimination, and Role Ambiguity is explained 
in the above Table 4.1. Many factors influence the Role Ambiguity. For 

testing the influence of independent variables taken up for the study on the 
dependent variable, a regression analysis was applied. The independent 

variables taken up for the study are Safety Climate, Training, Job Certainty, 
Social Support, Harassment, and Discrimination. From the Adjusted R 
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square value, it is inferred that independent variables explain 25.7 percent of 
the dependent variable. To check whether R2 is statistically significant, 

ANOVA is used. The value of F is found to be significant at 0.001 level. So 
there is an influence of Job Safety Climate, Training, Job Certainty, Social 

Support, Harassment, and Discrimination. It can be ascertained from this 
table that Safety Climate, Training, Job Certainty, Social Support, 

Harassment, and Discrimination are not the only determinant factors of Role 
Ambiguity, (74.3 percent of variations in role ambiguity are still not 

explained). 

 

Conclusions and Suggestions 

 

Many professionals can sustain pressure, and others are unable to do so. A 
continuous pressure leads to a stage whereby psychological homeostasis of 
the employee is significantly affected. It may lead to dissatisfaction and work 
slowdown. 

 

After successively collected and analyzed the data the research concluded 

that hypotheses are valid and show a significant relationship between 
organizational stressors on role overload. The findings of the study revealed 

that when stressful situations are trying to control for the organization, 
prevention strategies such as creating safety climate, training, job certainty, 

social support and so on to minimize the stress of the employees. 

 

From the research findings, it has been suggested that bank officers must 

identify the effective methods to reduce, eradicate or cope up with role 

overload. Bank management must enhance the best ways to develop the 

psychological well-being of their officers. The purpose of the research was 

to examine through empirical research, the essential factors influencing 

organizational stress. If the bank managers are stress-free, their job 

performance will be accurate with societal care, which is the need of efficient 

banking service for sustaining and improving the economy of the developing 

nation, like Sri Lanka. Further study aligned with the findings of Travers 

(2001) who did a Studies regarding the occupational stress of teachers and 

findings revealed that Conflicting demands by supervisors and work overload 

are some stressors leading sources of teacher stress (Travers, 2001; 

 

As harassment and discrimination are the critical influencing factor of the 
organizational stress of bank executives, Bank of Ceylon should come up 

with a strict rule of taking disciplinary action against those who involved in 
harassment of other employees. Discrimination is another dimension that 

should be eradicated by conducting different indoor or outdoor programmes 
involving the member of the heterogeneous group. This will reduce the gap 
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to some extent and make the employees unity, which will reduce their 
organizational stress considerably. 

 

This research only focuses on the banking sectors in Sri Lanka. Additional 
studies need to be undertaken to examine organizational stress on role 
overload in other fields. However, this can be further expanded into fields 
such as insurance, leasing and another financial sector. 
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Abstract  
Understanding advertising as a communication process built through persuasive 

strategies, this work aims to analyze euphemisms, a strategy frequently used in 

current advertising texts. In this sense, the reasons why this verbal appeal persuades 

the target audience, as well as why it leads to the buying action, are analyzed. To 

illustrate the placements, two advertising pieces are used as examples, in order to 

deduce the facts established throughout the study. It has been found that euphemisms 

correspond to a persuasive strategy of great utility to attenuate unpleasant 

expressions and, therefore, avoid situations embarrassing to the target public of the 

message. 

 
Keywords: advertising, euphemism, persuasion 

 

 

Introduction 
 

More than a large-scale production industry, advertising is the factor that 
allows us to understand what makes us part of a community and how we 

should act in it that is; we create our identity from the framework of a 

common culture that set forth to us. Thus, we accept as ours the precepts 
presented by the advertisers, since they dominate the cultural and media 

scene dictating the subjects that must be discussed and the way each 
individual should stand before the established propositions, demonstrating 

own agenda of the subjects that must be discussed in society. 

 

The effects of the meaning of the advertising discourse aim, to some extent, 

to exert a dominion of the real. Through this we construct a parallel universe 
of suggestions and interpretations, using various voices and senses since 

language moves fundamentally through polysemic processes (Falkum, 
2015). From publicity that reaches high recall, which makes history by 

innovating in attitudes and concepts, we put in check traditional values and 
we begin to structure new principles. 

 
In this sense, the advertising message shows an unprecedented strength. It 

seeks essentially to build a positive and favorable image of the product and/or 
brand with the recipient (target audience), creating consumer habits in this, 
through the aspirations and desires that have and also identifies gifts 
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in the advertised product. The connection between the advertised product, the 
message that transmits it and the recipient that will receive this information 

is made fundamentally through the communication process, which integrates 
the persuasive dimension of advertising par excellence. Persuasion is a 

synergistic force that exerts power over the recipient - usually implicitly - 
leading him to take a stand and/or perform an attitude. 

 

Thinking about persuasion through the strategies that constitute it within 
advertising pieces, we propose here to analyze a persuasive element recurrent 

in the contemporary advertising text: the euphemisms. We will discuss the 
ways in which euphemisms, in the composition of the set of strategies of the 

message, persuade the target audience and induce a purchase action, since it 
is a verbal resource very useful to block unspeakable words and repudiates, 

and consequently avoid unpleasant situations to which the message is 
addressed. 

 

As a basis for the propositions, we will first characterize the communication 

and the parameters that include advertising as a communicational process. 

Next, we will theorize about persuasion and how it develops in the 

advertising context, and then discuss the importance of the lexical work in 

the composition of the advertising message and its implications in the public's 

conviction; the definition and characterization of euphemism, the basic 

element of this analysis and the component of lexical choice, will be dealt 

with in a special item. In a second section, two advertisements will be 

analyzed, trying to identify which expressions are being suppressed by the 

use of euphemisms and the persuasive implications that this exchange of 
meanings generates in the target audiences. 

 

Literature Review 

 
We know that when a text is created and uttered, it is free from any 
naturalness or innocence. The speeches indicate much more than information 

on the subject treated and also ways of conceiving and presenting the 
worldview of the speaker and which ideological principles are followed. 

Thus, it is evident that a certain form of language is not only a means by 

which knowledge is transmitted (Bandura, 1989); it is also the space where 
ideas and precepts are present and have a total capacity of expression.  
Thus, it is verified that every act of language, regardless of the dimension it 
possesses, acquires meaning in a communicational circumstance. As Kecskes 

(2010) points out that to evaluate an act of language it is necessary to verify 
the situation in which it is used and the positions occupied by the 

communicants. The communicational circumstance is the space where the 
constraints and obligations that define the values of linguistic exchange are 

established. The limitations occur due to the understanding of the 
communicative purpose, the character of the identities of the 
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communicants, the socio-cultural and economic situation in which they are 
and what is going to be said. Therefore, the act of language can be understood 
as a phenomenon that includes speaking and doing. 

 
In this way, it is understood that communication takes place between the 
people who make it, and not in them or on them. To communicate at the 

human level is to establish a relationship between one person and another 
through a material medium commonly called a message, which implies the 

representations of the communicating subject. That is, communication 

presupposes finding the other, but it will only meet what is meaningful to it, 
something that contemplates its needs, thoughts, and desires. Therefore, it 

can be understood that every message has a persuasive and intentional 
character (Marková, 2008) since we need to adjust it according to the needs 

of the interlocutor to approach it and carry out a communicational act.  
One of the great phenomena that construct the messages using these precepts 

is the publicity, composed entirely by the persuasive language, since it has as 

purpose to persuade the recipient to accept and to want what is being 

announced, making that the expectations that it has are all reunited in what is 

intended to be sold. As persuasion is the "touchstone" of communicational 

acts, especially of advertising, it can be said that persuasion is the decision or 

the adoption of an idea or attitude by the subjective recognition of the value 

of the message or object, according to the criteria themselves. There is only 

persuasion in subjective personal adhesion to the proposed value, and there 

is no persuasion where there is no subjective object evaluation space 

(Marková, 2008). 

 
Thinking about persuasion within advertising and marketing, we can 

understand it as a discursive, sometimes argumentative, way that seeks to 
structure the message in such a way as to solidify or change the expectations 

of those who intend to reach, considering reciprocity in the relationship of 

communicators. However, we should not confuse it with manipulation, since 
persuading implies giving choices of choice to the receiver, discourse in favor 

of an option; manipulating presupposes forging the argument, indicating that 
there is only one way forward (Johannessen, 2010). 

 
It should be noted that the use of persuasion in advertising is based on two 
essential elements of communication as a whole: the linguistic and the iconic 

(Zueva, 2016). The presence of the linguistic elements occurs through the 

discursive and argumentative power of the verbal signs, resorting to 

structures that actually materialize the persuasion. The iconic elements or the 
imagery strengthens the linguistic symbols, giving support to the advertising 

text. The conjunction of the verbal and visual message is the basic concept 
for understanding the functioning of advertising persuasion. 

 

 

Faculty of Business Studies, Vavuniya Campus, University of Jaffna 24 



 

 
 

Journal of Business Management, Volume 01, Issue 01, September 2018 

 

 

Persuasion gains strength through these elements to the point of establishing 

itself in all processes of human interaction, with advertising being the place 

where it has a greater commitment since the advertising communication 

needs to arouse the interest of the public and conquer it. Thus, it is sought to 

formulate strategies that make the interlocutor voluntarily accept what is 
proposed to him, mainly to have desires to satisfy, because it is through these 

that the publicity seduction becomes. With these considerations in mind, it is 

easy to understand why advertising has the power to make products acquire 

symbolic values, sometimes much larger than the product's own financial 

value. In addition, it can be concluded that persuasion, in the scope of 

advertising and marketing, aims to promote consumption and, more than that, 

includes the individual in a particular social group, indicating that to obtain 

a certain position in this group needs to consume certain products. 

 

This power to conquer publicity, in order to be effective, operates by always 
showing happy, fascinating and very successful people in their lives, in such 
a way that it creates an imaginary universe, and even parallel, in which the 
public idealizes everything they would like to have and be. 

 

It is in the advertisements that we can verify these meanings since they are 

made up of promises to the reader, that is, advertising seeks to induce 
consumption through an imaginary reality, which, in general, hardly 

resembles the life of each person. In summary, commercials, to a large extent, 
are very poor informational content and too rich in emotional suggestions to 

be read literally. If this happens, people will understand their error when the 
fascinating promises contained in them do not materialize (Marcelo, 2012). 

 

Although everyone knows that advertising creates another world, a non-
existent reality (at least for the great majority of the population), they submit 

this affirmation to their own desire to become people in the imaginary 
universe, such is the fascination that this fantasy world causes. The ecstasy 

that is due to the use of persuasion, where the advertisement is constructed in 
such a way 

 
By compensating for the monotony of everyday life with the use of fantasies, 

advertising inevitably proves the monotony of everyday life. By showing 
people how they might turn out to be, the advertisements only show by 

implication what they are not presently. In this sense, the study of advertising 
and the products/services that it announces allows us to make a reflection on 

consumption and communication, as well as on culture. 

 
Kannan and Tyagi (2013) in studying the processes that form the aesthetics 
of advertising and art recall that propaganda collects meanings present in the 
cultural domain, developing from this point a new sense configuration, 

 

Faculty of Business Studies, Vavuniya Campus, University of Jaffna 25 



 

 
 

Journal of Business Management, Volume 01, Issue 01, September 2018 

 

 

but not so new that it cannot be understood and/or appreciated by many. In 
this way, the advertising language seeks to present real and subjective 

parameters to characterize the product, aiming to organize systems of a chain 
of ideas that aim to persuade individuals to take advantage of what is 

proposed to them by the communication (Clow & Baack, 2012). The author 
also adds that expressiveness is the great concern of advertising, an element 

that provides greater efficiency and eloquence for language. 

 

In terms of expressiveness, Huertas, and Campomar (2009) state that the 

advertising language is based on rational, emotional arguments. The logical-

rational (referential) arguments aim to demonstrate the practical use value of 

the product, evidencing its attributes through rational findings, in order to 
prove that it has utility. In the case of logical-emotional arguments, the 

factors explored are the feelings, the emotional side of the people, persuading 

themselves through exacerbated seduction, in order to capture the target 

audience for the vulnerabilities and psycho-emotional deficits it possesses. 

Finally, mixed texts are the most usual, because they combine rational and 

emotional arguments, obtaining greater chances of persuading the 

interlocutor of the advertising message. This is due to the use of rational 

(pseudo) methods to represent emotion. 

 

However, even using solid arguments, the audience can interpret the message 
in different ways and may not reach the intended goal, and it is, therefore, 

fundamental to outline which paths to follow in order to maximize the 
reading so that it reaches a single end. In this sense, advertising language 

structures persuasion through strategies, that is, planned and systematic 

activities that aim to adjust the message according to the beliefs, ideologies, 
and values of who it is intended. 

 
One of these strategies, among several, is to use words to construct the 

message, in a meticulous process of choosing the terms that will compose the 

advertising text, in such a way that they make their contents close to the 

public, making them feel familiar with which is being exposed, due to the 

fact that the lexicon used is similar to or equal to the one used daily, 

increasing adherence to the proposed objectives. Oyeleye and Adeyinka 

(2014) call this persuasive strategy "lexical choice" and states that it is one 

of the most important tactics used by advertising to achieve the intended 

effects. According to these authors, the construction of a persuasive message 

is the fruit of a careful research of words, vital in the elaboration of the 

propaganda text. Opting for this or that term is not an arbitrary attitude, but 

the result of an ideology. The words that make up the text of an advertisement 

are chosen not only for its functionality in the narrated story but with the aim 

of broadening the communion with the audience, as well as often 

emphasizing the peculiarities of the promoted product, service or brand. 
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In addition, the correct choice of words provides very effective advertising, 
as it pleasantly tells the consumer everything he or she expects to hear, 

producing a kind of delight. At the level of pleasant words, it is possible to 
highlight an element that composes the lexical strategy and that contributes 

to making embarrassing, even irritating, subjects more pleasing to the public: 
the use of euphemisms. As this tactic has been used repeatedly by advertising 

over the years, and on an increasing scale, it instigates to understand the 
reasons that lead to its application and, more importantly, to understand how 

they persuade the public and induce the purchase, since most of the time they 
deal with delicate subjects. 

 

 

The Euphemisms 
 

Advertising text, in order to attain its basic function that is to persuade the 

target audience, must be engendered according to the socio-cultural and 

psychosocial characteristics of its audience, in order to make it believe that 

the message was specially made for it, by demonstrating peculiar shared 

characteristics by the same. However, there are some products that are 

intended for people who have certain disorders / illnesses that are uncommon 
among the population, requiring care in the treatment of these subjects, so as 

not to cause embarrassment and ridicule to these individuals, since such 

matters are about subjects often considered taboo, as is the case of "sexual 

impotence" - the motes that make up the corpus chosen for this analysis, an 

announcement of a brand of yogurts and the other of a tablet that removes 

impotence. Thus, to achieve this effect, the message of the advertisement is 

developed through a figure of thought - subdivision of the figures of language 

- called euphemism. 
 

Figurative language is a resource that facilitates/promotes the linguistic 
creativity of a people. It is used to give a new tone to the thought that we 

possess, adding greater vigor and graciousness to human communication and 
expression. Among the three divisions that it has, the one that interests us 

refers to the figures of thought, that is, expressive methods that insert an idea 

different from that of the word commonly expresses. It is within the figures 
of thought that we find the definition for euphemism: euphemism is using 

mild, soft and appealing expressions instead of harsh ones. 
 

In order for a word to be considered a euphemistic, it cannot be taken in 

isolation; the context in which it appears, the effect it intends to achieve with 
its use and the intentions of the speakers must be taken into account. From 

the synchronic point of view, a word can only be considered euphemistic if 
its meaning is ambiguous, allowing, then, two interpretations of the event, 

one literal and the other euphemistic. The author adds that often a word, even 
though it is not considered taboo, turns out to be inconvenient or 

uncomfortable in a given context. In these cases, the use of 
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euphemism acts as semantic engineering in order to overcome undesirable 
effects of the word that it is replacing. 

 
Methodology 

 

Two advertisements - one for a brand of yoghurt (we have named it as X to 
keep it anonymous) and another for a medically approved pill (we have 
named it as Y to keep it anonymous) - were taken from the web and the 
euphemistic language used was analysed based on the discussion in literature 
review. 

 
Analysis of the Data 

 

The language, linguistic and iconic, used in these two advertisements to 
attract the customers will be analyzed here. We can observe how the 
categories previously exposed are used in the two advertisements mentioned 
above. 

 
The advertisement for the yogurt goes on as "X Yoghurt contains in addition 
to yogurt ferments, the bacillus Dan Regularis, which helps intestinal transit. 
Dan Regularis is the only probiotic agent that resists the passage through the 
stomach, thus reaching the intestine actively. 

 
X is a 100% healthy way to make your bowel work again, forget the 
remedies that harm your body in the long run. Change of Life, Change for 
X ". 

 
X is a line of dairy products developed by Y and marketed in several 

countries around the world. It contains an exclusive probiotic culture that 
helps regulate intestinal transit. It is observed that the announcement is based 

mainly on the informational language, because it transmits tangible and 
observable values, using rational arguments to prove the effectiveness of the 

product, fact verifiable in the sentence "X contains besides the yogurt 
ferments, the bacillus Dan Regularis , which helps intestinal transit. " 

 
In addition to the informative text, the advertisement is composed of images 

of fruit and milk, which refer to natural and therefore healthy. As for colors, 
we see that green, besides being an integral part of the brand, is the chromium 

color that supports the advertisement, as it makes up almost the entire page. 
In this context, the green used refers to the lightness, cleanliness, tranquility, 

calmness, and health, alluding to the fact that using the product, the consumer 
will reach all these sensations, because he will be free of something that 

bothers him, obtaining a healthier life and serene 
 

Euphemisms are present, notably, in the linguistic and iconic elements of an 

advertisement. In the verbal components, we find the euphemisms in the 
expressions "help the intestinal transit" and "make your intestine work 
again". As for the iconic or non-verbal part, the euphemism is present in the 
advertiser's mark, precisely in the yellow downward-pointing arrow, which 
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helps to compose the letter "I" that comes in the middle of the brand name X. 
 

The three cases of euphemism in the advertisement fit into the first function 

proposed by Crespo-Fernández (2014), the function of concealment, that is, 

the use of such euphemisms in the announcement of X yoghurts is given to 

meet standards that establish good social interaction, avoiding direct mention 

of unpleasant elements, making the language more gentle and pleasant. 

Semantic isotopes occur, then, because the subject matter is quite 

embarrassing. In the linguistic case, the two euphemisms used explicitly 

allude to the physiological disorder that the product helps to resolve, known 

technically as intestinal constipation, or popularly as a stuck intestine, lazy 

bowel, lack of "toes," constipation, other expressions that refer to the word 

feces. So how do you handle such a nasty, and sometimes disgusting, affair 
by naming the audience you target at websites, magazines, and television? 

Nothing is better than replacing some words with others, generating other 

effects of meaning, but referring to the intended final meaning. 
 

In this way, the great contributor of the euphemisms in the constructions of 

sense that realizes is the polyphony, because through the use of different 

voices it makes possible to reach the planned uniqueness. Nølke (2017) states 

that all text is polyphonic, that is, it expresses a mosaic of voices. Each speech 

is a platform of expression of a plurality of speeches, some intentionally 

generated by the enunciator and others that he does not even realize. 

Therefore, polyphony is voices that emanate from other semantic fields and 

help us to build the networks of meanings and meanings towards our 

interlocutor. The concept of polyphony also refers to the textual networks 

triggered in each enunciation. Thus, in X Yoghurt‘s announcement, 

polyphony is present in the verbal part, composing the euphemistic 

expressions, and in the iconic elements - specifically in fruits and milk - 

because they allude to how healthy the product is, since they bring the "voice 

of naturalness "that characterizes the process by which they are produced. 
 

We then perceive that the words that had the euphemisms used in their place 

were replaced by the fact that on these words and expressions weighs a social, 

and even moral, a judgment that is inadequate in certain conversational 

contexts. It is precisely in this fact lies the persuasion factor of the 

euphemisms used in the announcement of X Yoghurt, because through these 

attenuating expressions of meaning it is possible to indicate the target 

audience of the product without naming it explicitly and, more important, 

without revealing openly and offensively which affects the readers. Thus, we 

avoid embarrassment and ridicule to those who are consumers of the product, 

because this is considered as having the "lazy gut" and not as a person with 

"difficulties to defecate." 
 

The same is true for the iconic language of the ad: there is a yellow arrow 
pointing down. It can be attributed the same meanings and persuasive 
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effects present in the linguistic part, but with a differential: integral of the 
brand, the arrow is the element that more explicitly show the effect of the 

product, since it refers to the exit of something, due to the indicating that it is 
half the letter "I" of the brand name, as if the other half had already been 

"eliminated", in a direct allusion to the effect of yogurt, that is, improvement 
of intestinal flow after regular consumption of X yogurt. In this way, we find 

that, in addition to the attenuating role they play, the euphemisms ensure the 
semantic continuity of the text and the persuasive character of the 

advertisement. 
 

Another ad used as an example is the drug Y, a drug sold under a medical 
prescription that has sildenafil citrate as the active ingredient - a pioneer in 
the treatment of male erectile dysfunction. It was originally synthesized by 
the pharmaceutical company Pfizer and is present in more than 110 countries. 

 
It is seen that the advertisement is based essentially on linguistic elements, 
where the pill and the color of support of the page are the only components 

that indicate iconicity. The language used is subjective, for it evokes the 
particular interpretations of the reader by means of an emotional argument 

that refers to sexuality and pleasure, since the phrase can be translated as 
"Hard Work", so that it induces the public- aim to recall feelings, as well as 

instigates you to experience this new form of pleasure. 
 

The colors, in soft gradient, obey the very mark of the product, fact verifiable 
in the phrase, where there is a gradation of shades from blue to black. The 

background color, a shade of practically white blue, refers to happiness, 
peace, tranquility, serenity, suggesting that the consumer will obtain all these 

benefits when consuming the product, but also refers to the sensation of 
relaxation that men (target audience) will feel. 

 
A very interesting fact is also observed. The advertising strategy used to 
compose this ad conceals the intention to sell the product to the maximum, 

for the following reason: the World Health Organization (WHO) prohibits 
the making of advertisements for medicines that need a medical prescription 

to be sold. Therefore, in order to be able to advertise, you can not explicitly 

mention the product or the advantages it provides, everything should be 
understood. Creativity, therefore, euphemisms and polyphonies are put into 

motion. 
 

From the foregoing, it is characterized that the euphemism is present in the 

linguistic or verbal part of the advertisement, in the expression "Hard Work". 
In this paper, we can classify this case, as in the previous one, as the function 

of concealment, since it was used to fulfill precepts that organize the forms 
of social interaction and allow the good relationship between the 

communicators, since it is replacing the mention of an unpleasant disturbance 
by a more humored, and by polite extension, of treating on a taboo subject 

and too uncomfortable to men. 
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Despite the changes that have taken place over time, the world still 
demonstrates reflections of the social relations experienced in previous 

decades, at a time when society was clearly heterosexual, patriarchal and 
macho, and men were considered superior to women and endowed with all 

strength and power to work and to procreate. Even so, they still compete with 
each other to reach the best positions in almost all spheres, with only the 

strong surviving. Based on this assumption, it is impossible for a man with 
sexual impotence to be credited as "male" since the concept of man that is 

conveyed refers to the capacity of reproduction that he has, relating sexual 
power to manhood. 

 
By these erroneous precepts, many prejudices have been established, 

especially among men, who ridicule and make fun of those who have erectile 

dysfunction - all because they feel the need to assert their position and 

masculinity to others. Like this, it is quite understandable why the 

euphemism is used in the announcement of Y, since for some men it is 

outrageous and offensive to treat sexual impotence, because on this fact 

weighs a very great social and moral judgment, being necessary to use an 
expression that allows to adapt the language to the proposed communication 

context, that is, superficially nothing seems to have a similarity between 

"Hard Work" and erectile dysfunction. However, such is the similarity 

between terms that make it possible to deal with a taboo subject without 

causing embarrassment, discomfort or ridicule. 
 

Again, it is clear why euphemisms have such persuasive power in 

advertising. They make it possible to construct the message in order to attract 
the attention of the target audience and induce it to action without causing an 

unpleasant or demeaning situation, because in providing other meanings to 
the treated mote, they make the language free of pejorative interpretations 

that will trigger in the readers an attitude of repudiation of the product. 
 

In addition, specifically in the ad of Y, the phrase in question allows for other 

connotations that go beyond the euphemism frontier and places the 

advertisement at a higher level of representations because it is constructed 
through a veiled, intimate, sexuality discourse. The term "hard work" is based 

on ambiguity and the play of words and the reference made is not correlated 

with any form of work in the sense of employment, but rather with the sexual 

act. In this correlation also occurs polyphony, because it brings a "voice" that 

at first refers to the world of work, but when we look further we realize that 

the meaning of the word is another. This conclusion is reached through the 

following considerations: when the pill is ingested, the man will have his 

problem of erectile dysfunction healed, being able to have a sexual 

relationship that takes place for hours, requiring great effort and dedication 

of the same, so the work becomes hard/arduous. The term "hard" also alludes 

to the effect of the drug that is, obtaining an erection. In addition, the ad 

mocks the sexual act and the willingness to perform it, 
 
 

Faculty of Business Studies, Vavuniya Campus, University of Jaffna 31 



 

 
 

Journal of Business Management, Volume 01, Issue 01, September 2018 

 

 

suggesting that it will be wearing because the man will be very willing to do 
so after consuming the pill. 

 
Conclusions 

 

Initially, it is verified that the advertising language has as a great deal of 
persuasion, a strategy that seeks through words and/or images to structure a 

discourse that makes the subject-reader get involved in the message from the 
suggestion of different meanings. The persuasive process goes far beyond the 

simple interpretation of the elements and enters the field of relations, putting 
emitter and receiver in contact, in order to concretize the process of 

persuasion. 
 

In this sense, the message will only take effect if it is cleverly worked, and it 

is fundamental to choose the words to use, in order to establish for each word 
a function and an objective within the textual fabric. It is also through the 

lexical choice that we indicate the target audience and we address it with 
propriety on the product/service advertised. However, sometimes it is 

necessary to deal with delicate subjects or that cause discomfort in certain 
people, and it is necessary to further refine the vocabulary used to compose 

the advertising piece. Euphemism helps to achieve this goal. 
 

As shown in the analysis of the corpus, euphemisms are a subtle way of 

talking about something unpleasant and their use varies according to the 

words they will replace, the conversational context and the intended 

audience. Most of the time they work in advertising, reducing as much as 

possible the discomfort and miseries in dealing with certain disorders that 

affect some people and therefore manage to take the product even to them, 

instigating them to buy it. They also conquer individuals because they are 

usually associated with humor, dispersing undesirable and/or unpleasant 

interpretations that may occur. Furthermore, they constitute an important 

expressive function and enable the continuity and fluency of the text. 
 

We can see that euphemisms persuade customers because they reconfigure 
the uncomfortable character of certain expressions, making even the most 
unpleasant situations subtle and acceptable since they do not create 
embarrassment and/or ridicule for the parties involved. 
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Abstract  
The communicative functions and linguistic forms of nouns and noun phrases in 

letter writing in English reveal the linguistic and non-linguistic implications in the 

Sri Lankan English Language Teaching and English Language Learning 

context.This is a case study of the texts produced by the students from Tamil and 

Sinhala language communities of Vavuniya Campus of the University of Jaffna in Sri 

Lanka. This research describes the structural and functional types the respondents 

used, their quantity, quality and their distinct features from the universal types and 

functions. The analysis is both quantitative and qualitative. The findings distinguish 

the universal patterns from the local patterns typical of a non-native ESL learning 

context. It finds out the constitution of the components of the noun phrases, pre- and 

post-modifiers, the embedded structure of the NPs within other phrases and clauses 

and vice versa, and, functionally, the themes of the discourse, the subject, object and 

the predicative complements. The learner competence in the use and types of nouns, 

nominalization, the distinction between nouns and the rest of the linguistic units, 

within their types and within their functions, comparative use of abstract ideas over 

the concrete actions in the NPs are identified and analyzed for logical and pragmatic 

relations. 

 

Keywords:noun phrase, structure, function, position, discourse theme 

 

Introduction 

 

Nouns (N) and noun phrases (NP) in English are created and used in 

considerable numbers and functions. Sri Lankan students construct and use 

NPs in English writing. The genre of letters in business communication in Sri 

Lankanized context demands contextualized and nativized forms of NPs. The 

patterns developed and used in the letter of complaint expect the patterns and 

expressions to be Sri Lankan culturally and linguistically. The texts of the 

respondents reflect the learned patterns of NPs and distinct localized patterns 

of NPs. First, the writings of the students show ambiguity in creating and 

using NPs in the right positions of subject, object, and complement. The 

implications in creating complex forms of NPs are clearly identifiable in their 

writing. Pre-modification and post-modification of the head of the NPs need 

proficiency in phrase and clause construction, especially the types of phrases 

and clauses to be used as pre-modifiers and post-modifiers. The creation of 

NPs expressing abstract or conceptual ideas 
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seems to be comparatively more changing than the NPs expressing concrete 
actions. Thus, Nouns and noun phrases are formed and in addition, make their 
establishments in other phrases and clauses such as prepositional phrases 
(PP), adverbial and adjectival phrases (AdvP and AdjP) and clauses. 

 

There is lack of understanding of the theory and application of complex 

phrases and clauses structured in layers or embedded nature, for example, the 

phrase within a cause and the clause within a phrase or noun phrase within a 

prepositional phrase and vice versa. They convey syntactic, semantic and 

pragmatic or discourse or ideological functions. Without realizing the 

inherent distinctions or taxonomic diversification, the learners and users 
handle nouns and noun phrases which affect the teaching and learning of 

subjects taught in English medium. If the types and functions are not 

contrastively understood and applied, they impede competence and 

performance of the quantitative or qualitative content of an action or idea 

produced in written texts. Nouns are significant structural and functional 

elements presented in both concrete and abstract entities and in form and 

meaning and they are essential discourse devices so complex and diverse in 

producing written texts. 
 

 

Need for the study 

 

Sri Lankan students use nouns in English writing without distinguishing 

different form and functional implications. The need for being proficient is 

felt in their use in intra-sentential and inter-sentential functions and relations 

and denotations and connotations. Business communication demands a 

skillful use of nouns and marketable and attention-catching nominalization. 

Though the use of nouns in English does not cause serious inhibitions in 

‗fluent communication‘ in English by the natives of Sri Lanka, the Sinhalese 

and Tamil, taking this feature as granted and do have this system in similar 

forms, they continue to commit deviation structurally and functionally in 

their English discourse at the higher or complex level of communication in 

real life. They fail to show the form and functional distinctions in English. 

 

Theoretical Background 
 

Jespersen (1976 [1914]: 15) defines an NP as a combination of words put 
together in order to form a sense unit. However, Kruisinga (1932 [1909]:  
177) says that NPs are ―syntactic groups‖ as a combination of words which 
are part of a sentence. Hockett (1958: 152-154) states them as composite 
forms hierarchically organized as ‗endocentric constructions, which is in the 
Immediate Constituent Analysis, an NP that has a head and an attribute. 
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Jucker, (1992) has studied at N+N structures and Levi, (1978) thinks of this 
pattern as morphological compounds. NPs assume the roles of pre-
modification (Biber & Clark 2002). 

 
Quirk et al. (1985) classify modifiers in terms of their position within the 
noun phrase. The pre-modifiers precede or the post-modifiers follow the head 

noun. There are restrictive modifier (e.g. my younger sister), and non-
restrictive modifier (e.g. my lovely dog). Aarts & Aarts (1988: 10-14) 

describes the noun phrase as a headed phrase in which the head is the only 

obligatory constituent. In Generative Grammar, Jackendoff, (1977) discusses 
X-bar theory in which he says all phrases as the product of syntactic rules 

which are context-free, using lexical categories such as noun, verb, adjective, 
and preposition as the starting point of projection paths. 

 
Halliday (1985: 158-159) makes a distinction between a group and a phrase. 

The former is ―a word complex or a combination of words built upon the 

basis of a particular logical relation‖ and ―an expansion of a word, but the 

latter is ―a contraction of a clause‖ or nominal groups (1985: 159). In 

Cognitive Grammar, Langacker, (1990: 1) considers a different approach. 

CG gives importance to meaning than form. language is knowledge in the 

mind. Grammatical structure is the outcome of semantic structure. Grammar 

is non-generative and non-constructive. Grammaticality is not categorical but 

gradient. Grammatical structures are symbolic. Lexicon, morphology, and 

syntax are a continuum of symbolic units. This dual approach creates NPs as 
categories and functions. Therefore, the NP categories are notional rather 

than grammatical (ibid: 59). 

 

Taylor (2002: 343) differentiates the lexical category noun from the syntactic 
category noun phrase. NPs or nominals are internally complex having 

grounding, quantification, specification and a type or instantiation, for 
example, the ten rupee note. Raumolin-Brunberg (1991:64) refers NPs 

possessing constituency (part-whole hierarchical relations), dependency 
(part-part relations) and linear order. 

 
Beauchamp & Dressler (1984) state that there is a need for cohesion in the 

language use. It is very essential to language development (Crossley & 
McNamara, 2009). Arnold (2007) explains about two major cohesions in 

relation to NPs: grammatical cohesion, (nominal or pronominal reference 
chain) and lexical cohesion, (the lexeme reference chain). However, the NP 

patterns do not follow a ‗simple repetition to create cohesion‘, but there is ‗a 
range of discourse factors operating‘ on the patterns of noun phrases in 

English discourse cohesion. (Arnold & Griffin, 2007). Further, this 
classification of cohesion is originally explained in Halliday and Hasan‘s 

(1976). 
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The distance between one noun phrase to another create the different 
discourse patterns of lexical and grammatical NP forms (Chafe, 1985; Givon, 

1990). They found that pronouns are prioritized over lexical repetition of an 
NP. However, the latter is used dominantly in academic writing (Mizapour 

& Ahmer, 2011). Collins and Hollo (2009) state that genre influences the 
choice. Business communication in English is a professional language use 

similar to academic language use so the use of NPs dominates over the 
pronoun use based on the findings of Mizapour & Ahmer, (2011). 

 
Payne & Huddleston (2002: 326) classify NPs functioning as subject, object 

or predicative complement. They further state that nominal is intermediate 

between the noun phrase and the noun, filling another syntactic function, that 

of nominal modifiers. The determiner plays a significant role in the NP and 

is obligatory in many instances. There is an argument that the head of the NP 

which has a determiner, the determiner is the real head, not the noun which 

is the type or instance. They classify determiners as determiner proper (e.g. 

this man, the son’s bed), predeterminers (e.g. both these factors), and central 

determiners (e.g. both these factors) and postdeterminers (e.g. the many 

coins you have) (Quirk et al. 1985). They further subclassify premodifiers in 

terms of proximity: (1) General (small, big), (2) Age (old, young), (3) Colour 

(black, red), (4) Participle (disturbing, closed), (5) Provenance (Spanish, 

English), (6) Noun (air, Paris), (7) Denominal (personal, human) 

 

One more notable discovery is the declining grades of agency in the English 

subject roles (Payne, 2011). The object or complement roles of agency are 

more visible assuming transitive, intransitive and copulative agent roles. 

However, the third role qualifies its subject, in other words, a cohesive 

subject (Huddleston & Pullum, 2002). The single word lexical NPs are used 

more to reduce the information in the repetitive use of the same idea as the 

NP (Christensen, 2011). On the other hand, the multiple word NPs carry the 

highest amount of new information. The syntactic role of subject in English 

is a cohesive NP or a transitive subject (Ashby & Bentivligio, 2003). 
 

 

Jo-Anne Hutter (2015) talks about ‗language socialization‘ and accepts the 
previous research establishing the importance of the nouns and noun 

modification because of their commonness and complexity. She catalogs six 
types of noun modification: relative clauses, ing-clause post-modifiers, ed-

clause post-modifiers, prepositional post-modifiers, pre-modifying nouns, 
and attributive adjectives. 

 
In addition to the simple classification of the NPs, De Mönnink (2000) 
classifies NPs in terms of complex movement and position: NP with a 
deferred modifier: H + (AP, ADVP, NP), NP with a floating deferred 
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modifier: a clause or a phrase is outside the NP boundaries, NP with a 

fronted modifier:  a clause  precedes  the head,  NP with a  discontinuous 

modifier: the constituents of an AP do not occur adjacent to each other, NP  
with a deferred determiner: part of the determiner follows the NP head, NP 

with floating deferred determiner: the determiner occurs outside the NP 
boundaries, NP with a discontinuous determiner, NP with a deferred limiter: 
the limiter occurs after the NP head, and NP with a floating deferred 
emphasizer: the emphasizer occurs outside NP boundaries 

 

 

Methodology 

 

This study is based on the texts of business letter writing exercise in English 
performed by the second-year students of the Bachelor of Business 
Management program of the Faculty of Business Studies of the Vavuniya 
Campus of the University of Jaffna, Sri Lanka.  
The methodology is qualitative and quantitative. It is a textual analytical 
approach under applied linguistics. During a Business English examination, 

as a part of the test, the students were asked to write ―a letter of complaint 
to the Branch Manager of the Ceylon Electricity Board of their district 

regarding power cuts. As a customer and consumer of electric power supply 
in their respective area, over the last three months, they have experienced 

severe, unscheduled, sudden and prolonged power cuts which have caused 
immense difficulties in managing the day to day life in the area‖.  
This research investigates the quantity of the types of nouns (465) used by 
the percentage of the respondents (84). They were analyzed for authentic 
functional and structural patterns and types of NPs and their textual and 
linguistic relations in the discourse of business letters. 

 

Analysis and findings 

 

Noun use and types in the discourse of a letter of complaint 

 

Noun phrases can function as subject, object and subject or object 

complements. The noun phrase is used as components like adjectives, 
adverbs, adjectival and adverbial phrases or clauses, prepositional phrases or 

parts of these components (Gnanaseelan, 2017). This study derives its data 
from one-worded NPs to ten-worded NPs used by the respondents. Table 1 

illustrates them with the percentage. 
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S  
N  

 
 

 

Type   

 

 
Table 1. One worded NPs to 10 worded NPs  

No. % Examples  
of 

wo  
rds   

1 
 
One 

word 

 
125 27 

 
action,announcement,arrangements,banking,benefit,co 

mpany,computer,employees,examination,generators,ho

s pitals,inconvenience, 
 

2 Two 153 33 businessmen,drinking water,early warning,factory 

 words   owners,good facilities,huge loss,main reason, 
     

3 Three 85 18 a favorable solution,a big problem,Advanced Level 
 words   students,every branch manager,most of the customers, 
     

4 Four 48 10 a villager of the area,any substitute for 
 words   electricity,consideration about that problem,delay in 
    our work,educational activities of children, 

     

5 Five 26 6 all of the company's works,all the parents and 
 words   children,labor of maintaining current life,loudspeakers 

    and vans for announcing, 

6 Six 10 2 big trees near the current line,some arrangements for 
 words   power cut period, 

7 Seven 08 2 high marks in the advanced level exam,providing light 
 words   bill service and repairing damages, 

     

8 Eight 06 1 lot of problems in unstable arrangements of power,our 
 words   business work, and school children education work, 
    people who live in the Colombo 4 area, 

     

9 Nine 03 1 the consumer of Colombo 7 areas of your company,the 
 words   electrical items we use such as refrigerator, television, 
    power cut by the different time of different days 

     

10 Ten 01 .2 wholesalers, retailers, industries, factories, officers, 
 words   banks and daily users  

 
465 %  

Source: Primary Data 

 

Out of the one-worded NPs, 73% (91) is concrete and only 27% (34) is 

abstract. Flavell (1970) defines concrete noun in terms of its denotation to 
tangible objects and abstract noun to non-tangible objects in its extension. 

This balance of presentation of the concrete and abstract nouns is natural as 
it is a letter of business communication complaining about a concrete event. 

However, the respondents have developed the competence to relate the 
concrete experience to abstract ideas. In one of the previous studies on the 

multi-worded NPs, the use of the single word NP was 63% (Sampson, 1987) 
but in this study, it is 27%. It is significant to note that the 
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respondents have used the two-worded NPs at the largest (33%). Even the 

one-worded NP is next to it (27%). However, both together become the 

majority of the NPs (60%) used in the whole exercise. The three-worded and 

four-worded NPs showthe next highest level of use (28%). Thereafter, even 

though the usage becomes insignificant from the five to ten, there is a positive 
observation that the respondents have tried to create larger NPs. On the other 

hand, academic or professional writing demands the use of lesser complex, 

simple NPs for clarity, conciseness, and preciseness. Overall, the table 1 

provides the evidence of linearity, reliability, natural progress and increase 

from simple to complex forms in the use. The lemmatization of the multiword 

NPs used by the respondents gives some insights into their way of 

construction of the NPs. 

 

Though table 1 shows the quantitative account of the NPs, it does not explain 

the qualitative account of the types of the NPs developed by the respondents 
though it has examples for each NP type from one to ten. The respondents 

developed 465 NP expressions. The total number of the NP expressions with 
different content words used correctly is 298 (65%). However, there are 90 

expressions linguistically wrong and deviant (19%). The rest of the 77 
expressions (17%) were more or less duplicated from the question given to 

the respondents for writing the letter of complaint. 

 
The respondents developed 59 types of NPs qualitatively. They all are 
different from each other structurally and sequentially. Table 2 shows the 
first seven patterns of the types. 

 
The first seven patterns were the most dominant (46%) to have been used. 

The percentage of the created NPs show a decreasing trend as the quality of 
the type is an increasing one. On the ascending order from the simple phrases 
to the complex ones, these seven types are simple and easy to form by the 
second language learners and users. 

 
 

 

Table 2. The first seven patterns of the NP types. 

Type 1st 2nd 3rd Examples 46% 
      

1 Det N  those things, no action 15% 
      

2 Pron N  our bills,their clothes, 12% 
      

3 Art N  a call,a solution, the darkness 9% 
      

4 Adj N  big problems, difficult situation 6% 
      

5 Art Adj N a big problem,this severe problem 5% 
      

6 N N  businessmen,electricity service, 5% 
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7 Art N N the village people,the electricity 4% 

facility, 

Source: Primary Data 

 
The determiner, pronoun, article, and adjective, single-worded, pre-modify 

the single-worded nouns in the first four respectively forming the two-

worded NPs. Type 5 is a next significant development consisting of three 

single words: both the article and adjective in a sequence pre-modify the 

noun. This creation shows the competence developed for beginning to write 

complex phrases where two modifiers have to be written in an order of 

sequence acceptable to the morpho-syntactics and semantics of the English 

language. In addition, the proficiency in the use of adjectival phrase 

[article/determiner + adjective] as the pre-modifier of the noun head is seen. 

However, the type 6 is distinct from all the preceding types. It has two single-

worded nouns the former pre-modifying the latter. At this stage, they learn 

that a noun can function as an adjective or a pre-modifier. Type 7 demands 

their application knowledge of fronting an article to qualify the succeeding 

first pre-modifying noun or both the pre-modifying noun and the pre-

modified head noun of the NP together. The proficiency in the use of 

adjectival phrase [article/determiner + noun] as the pre-modifier of the noun 

head is seen. 

 

Table 3 describes the types of the NPs from 8 to 15. 

Type 1st 2nd 3rd Examples – 23% 23 

     % 

8 N PP  attention to our problems, resident 12 
    of Kollannawa area, loss of the  

    light,  

9 Pron PP  most of the children,some of our  

    families,  

10 Det N PP any plan about power cut,this news  

    for you,  

11 Adj N PP big trees near the current 5 
    line,educational activities of  

    children,  

12 Art N PP the people of our area,a villager of  

    the area,  
      

13 Pron Det/Adj N our basic job, our many foods, 6 
      

14 Pron N N our area people, their self-  

    employment task,  

15 Adv Det/Adj N very difficult problem,so many  

    difficulties,  

 Source: Primary Data   
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Type 8 requires knowledge of applying post-modification. In addition, the 
post-modifier is a new linguistic component, prepositional phrase. It expects 

the next level of linguistic awareness of the increasingly complex structure 
of the noun phrase in the English language. It is noted that instead of using a 

PP consisting preposition plus single worded Noun, for example, ‗of 
Kollannawa', the respondents have used the two-worded NPs mostly, here, 

‗of Kollannawa area.’ Type 9 uses a pronoun as the head of the NP post-
modified by a prepositional phrase. Again a PP consisting of a preposition 

plus two worded NPs is used. The type 10 similar to the type 8 has an 
additional determiner as pre-modifier. On the other hand, these three types 

have only 12% of the total number of all the 59 types. 

 

The types 11and 12 (5%) are further extended in complexity having both the 

pre- and post-modifiers: an adjective or an article as the pre-modifiers and a 
prepositional phrase as the post-modifier. However, the percentage of its use 

is less at this stage. The types 13, 14 and 15 (6%) lack complexity 
considerably containing a pronoun and a determiner or an adjective in a 

sequence or a pronoun and a noun in a sequence or an adverb and a 
determiner or an adjective in a sequence as the pre-modifiers to the last unit, 

Noun, the head of the NP. 

 

Table 4 explains the extended versions of the Complex NPs used. The 

proficiency in the use of adjectival phrases [noun + noun], [adjective + noun], 
[determiner + noun], and [determiner + adjective] as the pre-modifiers of the 

noun head is seen. The type 16 a triple Noun formation of the NP is normally 
rare in use. The first two nouns are pre-modifiers to the third noun, the head 

of the NP. The mother tongues of the students, Tamil and Sinhala, could play 
a role here to form NPs like these. The ten types given in Table 4 are seen for 

10% of the total use. 
 

 

The Table 4 The extended versions of the Complex NPs used 1 

Type 1st 2nd 3rd Examples  - 10%  

     

16 N N N year-end examination,Rambaikulam 
    area people,  

17 Adj N N continuous power supply,electric  

    grinder company,  

18 D N N every branch manager,some error  

    connection,  

19 N PP PP lot of inconveniences of electricity  
    power supply,lot of problems in day to 

    day life,  

20 gerund   banking,fishing,  
      

21 Pr PCL N  Drinking water, working people,  
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22 Num N  eight banks,fifteen computers, 
     

23 Pron N PP our problem in your mind,your 
    attention to this cause, 

24 D Adj N some illegal event,some small 
    factories, 
Source: Primary Data   

 

Type 17 contains an adjective to join the noun as pre-modifiers to the last 

noun. Type 18 is an extended version of type 01 (see Table 2). With the 

determiner, a noun joins as pre-modifiers to the last noun. The type 19 is 

unique because of its embedded double prepositional phrases as the 

postmodifier of the fronted Noun. Another often used expression is the 

gerund (the type 20). Type 21 needs a clear understanding of the use of the 

present participle as a gerund and as an adjective. The type 22 is also a simple 

NP as the first four types in Table 2 requiring a number as the pre-modifier 

or qualifier. Type 23 needs a pronoun as the pre-modifier and a prepositional 

phrase as the postmodifier. It is an extended version of type 9 where the head 

of the NP becomes a noun causing the pronoun as a qualifier unlike that in 

type 9 where the pronoun is the head. Type 24 belongs to the group of the 

types 13 and 15. 

 

Table 5 displays three types of complex NPs. The proficiency in the use of 
adjectival phrase [article/determiner + past participle] and [determiner + 

adjective + noun] as the pre-modifiers of the noun head is seen. In type 25, 
the newly introduced pre-modifier is the past participle which is always 

preceded by an article or a determiner. In type 26, a four worded NP, a 
sequence of determiner-adjective-noun pre-modifies the last noun. The type 

27, again, a simple NP structure, in which, a conjunction joins two nouns. 
However, the use is minimal (2%). 

 

 

Table 5. The Extended Versions of the Complex NPs Used 2 

Type 1st 2nd 3rd 4th Examples – 2% 
      

25 Art/Det Pst (N) N these unexpected power cuts, 
  Pcl   the Advanced Level 

26 D Adj N N some small business 
     owners,any sudden power cut, 

27 N Con N  fluctuation and cuts,ice-cream 
     and other foods, 
 Source: Primary Data   

 

Table 5 continues the four worded NP structure in all its 16 types from 28 to 
43. The types 28, 29, 30, 35, 39, and 43 mostly contain nouns as pre-

modifiers. The types 31 and 32 and the types 44 and 47 in Table 6 do have 
articles, adjectives, nouns and numbers as pre-modifiers and prepositional 
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phrases as post-modifiers. The type 33 and 48 in Table 6 are different as they 

have apostrophes to include possessive nouns as pre-modifiers. Type 34 has 

numerals as pre-modifiers. Type 36 constitutes a nominal clause as the post-

modifier along with other usual forms as the pre-modifiers. The use of this 

type of clause shows fluency in the use of the NPs in the English language. 
The types 37 and 40 have embedded doubled or tripled prepositional phrase 

as the post-modifiers. Type 38 reveals another evidence of mastery in the use 

of NP as it has a past participle along with an article and a noun as a sequence 

to pre-modify the last noun. However, this cannot be confirmed as this 

particular past participle form is so popular because it is part of the Sri 

Lankan education level called the Advanced level so the respondents might 

have used it without understanding the function of the past participle used as 

a modifier or a qualifier in NPs. The types 41 and 42 do not have anything 

new in their structure except the extension. 

 

Table 5 The Extended Versions of the Complex NPs Used 3 

Type 1st 2nd 3rd 4th Examples – 5% 

28 N con N N children and office workers, 
      

29 N N N N night time power cut, 
      

30 Adj N N N electric power supply problem 
      

31 Art Adj N PP an appropriate solution for this 
     problem, 

32 Adj N N PP electricity power cut in the area 
      

33 pron N s‘ N our children's education, 
      

34 num con num N two or three weeks, 
      

35 Art N N N the light house objective, 
      

36 Art Adj N NomC the electrical items we use such 
     as refrigerator, television, 

37 Art N PP PP the consumer of Colombo 7 
     areas of your company, 

38 Art Pst N N the advanced level examination, 
  pcl    

39 N N N PP electricity power cut in the area 
      

40 N PP PP PP lot of problems in unstable 
     arrangements of power, 

41 N con N PP loudspeakers and vans for 
     announcing, 

42 Adj N con N my customers and I, 
      

43 pron N N N our lifetime activities, 

  Source: Primary Data  
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Table 6 contains new types of NPs which are more or less simple except the 
types 46 and 53. The former contains a present participle form fronted with 

an adverb pre-modifies the last noun. The latter has a relative clause as the 
post-modifier. Type 45 is an indefinite pronoun used as an NP. The type 49, 

50 and 51are re-ordered structures of the already used NPs explained in the 
previous Tables. 

 

Table 6 The Extended Versions of the Complex NPs Used 4 

Type 1st 2nd 3rd Examples – 3% 

44 N N PP power cut of electricity, 
     

45 Pron   anything 
     

46 adv PrePcl N very exciting time, 
     

47 Num N PP two hours per day, 
     

48 N s‘ N Thieves’ activities, 
     

49 D Num N these three months, 
     

50 D Pron N many other issues, 
     

51 Num Adj N one important matter, 
     

52 Pron N N our area electricity problem, 
     

53 N RelCl  people who live in the Colombo 4 area,  
Source: Primary Data 

 

Table 7 contains the five worded NPs. All the types except 58 have a 

conjunction to join two NPs into one lengthy complex NP. The type 54 is 
unique in which two present participle forms perform pre-modification. Type 
58 has a past participle form as a pre-modifier along with other forms. 

 

Table 7 The Extended Versions of the Complex NPs Used 5 

Type 1st 2nd 3rd 4th 5th Examples – 2%  
54 PrePcl Ns con PrePcl N providing light bill 

      service and repairing 

      damages,  

55 Pron N N con Ns our business work  

      and school children 

      education work,  

56 Art N con N N the industries and  

      household works,  

57 Art Adj con Adj N the proper or sharp 
      electric power  

58 D N Pst Pcl N N this year advanced 
      level students,  

59 Adj N con Det/Adj N ice creams and other 
      foods,  

  Source: Primary Data    
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Table 8 shows the percentage of the popular forms used as the first form of 
the NPs. Though these forms occur within the complex NPs repeatedly or 

within an NP repeatedly, this finding reveals that the Sri Lankan students use 
the articles (19%) and determiners (23%) dominantly in a formal letter of 

communication. Next, they prefer personal pronouns (15%) because the letter 
is a genre which needs personalization. However, it is notable that they have 

used other forms of determiner, adjective, noun, and pronoun (38%) which 
may be or may not be unique to the population it represents. 

 

Table 8 the popular forms used as the first form of the NPs 

SN The first word of the NPs % (465) 

1 the indefinite article, ‗a or an’ 5 
   

2 the definite article, ‗the‘ 14 
   

3 moremostthat many, any, every, one, these, this, those, 23 
 some as determiners and pronouns  
   

9 my, our, their, your 15 
   

4 lot as noun, pronoun 2 
   

5 very as adverb and adjective 3 
   

6 other forms of determiner, adjective, noun, pronoun, 38 
Source: Primary Data 

 

The Examples for the Sri Lankan localization of the NPs in use 

 

In creating and using the NPs in the letter writing, the students produced some 
NPs which are typical of Sri Lankanization and localization. Some may be 
acceptable in informal use and some are deviant. 

 
Table 9. The Examples for the Sri Lankan localization of the NPs in use  

Nouns as adjectives and modifiers 
 Morning food arrangement (N+N+N)



 night student lessons (N+N+N)




 Please give consisten(t)cy electricity power supply in this area. 
(N+N+N+N+PP)


 

Nouns as Verbs 
 Please concern this letter



Verb as Noun 
 So it take huge lost to me



 
 Some office organization (are) mostly depend on the electronic method such 

hospital, banking etc.


 We all are expect the proper or sharp electrical power to do our casual work




 Women also cannot do the home service.


 Some time higher power electricity was come and destroyed our 
electricity equipments
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Clause Structure within NPs  
 The people who do (ing) their self employment work face lot of problems. (06) 

(Art+N+RelCl/-ingCl)


 In the Jeyasegara mawatha, there are (a) lot of trees damaging the 
electricity wires.(Art+ProN+PP(+-ingCl)



 
 The school children facing lot of problems for the education. (08) 

(Art+N+N+-ingCl(+PP)


 Someone unable to do their small industrial activities. (ProN+AdjCl)


‘to’ infinitive vs ‘to’ preposition 

 I like to explain (complain) (about the) power supply (cut) in our area. 
NP=PP



 
 I hope you will discus and fulfill our needs with the power board. 

(13)


 We need current; I think main reason is labors of maintaining current light.




 Majority people have to do their self-employment task


 Power cut by different different time of different different days




 We can‘t do our business workand school children education work 
properly



 when the power cut held on days the criminal cases like stealing robbery are 
increasing in this area



 Power cut (is) distorted our all work activity (61)


 Night time power cut affect(s) the light house objective so we can‘t arrive in our 
port place.



 I am doing a food shop in Vavuniya town (67)


 Our many foods spoiled


 You can use loud speaker and vans for announcing


 
 Every people are going working.



 That is one of the reason(s) (for) to (the) power cut.(N+PP(+PP)




NP as PP 

 I should be glad if you would give (bring) this matter (to) your 
consideration



 I kindly request please give (the) right solution (for/to) this problem.


The omission of ‘the’ in NP 
 Please pay (the) attention about this situation. (02) (Art+N+PP)




 I am writing (the) letter regarding (the) power supply in an area.




Source: Primary Data  
 

Thematization of the NPs 

 

The discourse of a letter of complaint in business communication generally 

contains problem –solution, communication, customer/consumer, trade, 
commerce and development, cause and effect, and time and duration as the 

major themes. The minor themes consist of person and position, general and 
indefinite, location and place, positive ideas and action, organic objects, and 

mechanical objects. The minor themes buttress the major 
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themes. The percentage of the expressions used for each aspect of the 
discourse of complaint is considerably balanced. 

 

Table 10. Themes of the NPs Used 

 S  Themes  %  Examples 
 

N 

      

       

1  problem -solution 21  an appropriate solution for these 
       problems, labor of maintaining current 
       life, so many difficulties, suitable decision 

       about this 

2  communication 5  a call, letter of complaint about power cut, 
       announcement, apology 

3  customer/consumer 11  any substitute for electricity, continuous 
       power supply, fluctuation and cuts, your 
       electricity service, most of the customers, 

       the consumer of Ceylon electricity 

4  trade, commerce, 9  Companies, educational activities of 
   and development   children, restaurants, our business, an 

       internet café, 

5  cause and effect 8  inconvenience, a good effect, an action, 
       delay in our work, high marks in the A/L 

       exam, benefits for both parties, 

6  time and duration 5  a long year, future, hours, early morning, 
      

7  location and place 4  a rural area, district, home, Kollanwa 
       area, our country, hospitals, 

8  person and position 17  businessmen, school students, branch 
       manager, job, their home works, the 

       industries and household works, 

9  general and 11  concerns, matter, day to day life in the 
   indefinite    area, many other issues, anything 

1  organic objects 2  big trees near the current line, drinking 

0      water, ice creams and other foods, 
      

1  mechanical objects 2  generators, loudspeakers, and vans for 

1      announcing, 
      

1  positive ideas and 4  hope, immediate decision, kind 

2  action    consideration, consideration, my request, 
       our request,  

 

The Quantity of the Nouns Used 

 

Table 11 shows a case study of the texts of seven students. There is 
uniformity between the increase of marks in both the total test and the essay 
and that of the number of words used. There is a balance in using 
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prepositional phrases in par with noun phrases (around 10-15 in number) 
(Gnanaseelan, 2017). 

 

Table 11. The SOC Positions of the NPs used  
 

Code 

  

Marks for 
  

Words 

 

Subject 
 

Object 
 

Complement 
 

         
   

the letter 
   

Position 
 

Position 
 

Position 
 

           
               

83  3  70 5 5  1  

31  4  84 3 5  -  

2  4  96 7 5  1  

18  4  110 12 10  1  

41  5  122 9 10  -  

37  7  116 8 7  1  

79  8  148 8 8  -  

 Average 5  70-150 7 7  1  
 

(Total: the total marks of the complete test (3 hours testing all the four skills 

plus grammar); the letter: the marks given for the letter out of 10 marks; 

words: the number of words in the letter; Av: the average) 

Source: Primary Data 

 

The investigation of the seven scripts reveals that there is a balance in using 

NPs as subject and object positions. However, the respondents have rarely 

used NPs in Complementary positions. They have rarely used the sentence 
patterns with complements: SVC and SVOC. It is significant to see that those 

who have got the average marks (04 or 05 out of 10) have used the NPs in 
subject and object positions largely. 

 

 

Findings 

 

The findings reveal that the respondents are skillful enough to use noun 
phrases as subject, object and subject or object complements at the moderate 

level but linguistically they lack the competence to distinguish the different 
functions of them. They moderately use noun phrase in adjectives, adverbs, 

adjectival and adverbial phrases or clauses, prepositional phrases or parts of 
these components. They use multi-word NPs significantly in par with that of 

one-worded NPs. 

 

However, the usage becomes insignificant beyond five-worded NPs and there 
is a positive observation that the respondents have tried to create larger NPs 
but it is unintentional. On the other hand, it is expected that the quantity 
should balance the quality and diversity of the NPs. Academic or professional 
writing demands the use of lesser complex, simple NPs for 
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clarity, conciseness, and preciseness. However, the students should be aware 
and capable of developing complex NPs where necessary in the writing at the 

tertiary level. The respondents show the evidence of linearity, reliability, 
natural progress and increase from simple to complex forms in the use. The 

respondents lack sufficient competence in developing or using abstract 
entities as NPs. That is an expected proficiency level in the undergraduate 

education in English medium. However, the respondents have developed the 
competence to relate the concrete experience to abstract ideas considerably. 

 

This research primarily gives the quantitative account of the NPs and 

describes the qualitative nature of the types of the NPs developed by the 
respondents with the examples. The respondents developed 59 types of NPs. 

They all are different from each other qualitatively, quantitatively, 
structurally and sequentially. The first seven patterns are the most dominant 

to have been used. The percentage of the created NPs show a decreasing trend 
as the quality of the type is an increasing one. On the ascending order from 

the simple phrases to the complex ones, these seven types are simple and easy 
to form by the second language learners and users. 

 
Following the use of a single word NP, an NP in which conjunction joins two 

nouns. Thereafter the pre-modification takes place. The determiner, pronoun, 
article, and adjective, single or double-worded, pre-modify the nouns 

acceptable to the morpho-syntactics and semantics of the English language. 
A number functions as the pre-modifier. In addition, the proficiency in the 

use of adjectival phrase [article/determiner + adjective or noun + noun] as the 
pre-modifier of the noun head is seen. It confirms their skill in using a noun 

or nouns functioning as an adjectival phrase or a pre-modifier. 

 

Their application knowledge, of fronting an article to qualify the succeeding 

first pre-modifying noun or both the pre-modifying noun and the pre-
modified head noun of the NP together, is visible. The proficiency in the use 

of adjectival phrase [article/determiner + noun] as the pre-modifier of the 
noun head is seen. The pre-modifier of [pron+ det or adj] or [ pron + noun] 

or [adv+ det or adj] is developed to the last unit, Noun, the head of the NP at 
the next level of competence and performance (6%). 
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Figure 1 : The Stages of the Development Process of the NP 
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At the next stage of the development of pre-modifiers, the proficiency in the 

use of adjectival phrases [noun + noun], [adjective + noun], [determiner + 

noun], and [determiner + adjective] as the pre-modifiers of the noun head is 

seen (10%). A triple Noun formation of the NP is normally rare in use. The 

mother tongues of the students, Tamil and Sinhala, could play a role here to 

form NPs like these. Using complex NPs, the students show the proficiency 
in the use of adjectival phrase [article/determiner + past participle] and 

[determiner + adjective + noun] as the pre-modifiers. It is interesting to see 

that the students have further expanded the complexity of the NPs (from three 

worded NPs to four worded NPs) by adding nouns mostly and articles, 

adjectives, and numbers moderately. The new types of NPs contain a present 

participle form fronted with an adverb pre-modifies the last noun. One unique 

form shows that two present participle forms performing pre-modification. 

Some have a past participle form as a pre-modifier along with other forms. 

Another distinct application noted is the use of apostrophes to include 

possessive nouns as pre-modifiers. 

 

Further, they show the potential in the knowledge of applying post-

modification. This is the next key stage of development. However, compared 
to the use of an adjective as the post-modifier, a new linguistic component, 

prepositional phrase, is dominant in their use. It expects the next level of 
linguistic awareness of the increasingly complex structure of the noun phrase 

in the English language. It is noted that instead of using a  
PP consisting preposition plus single word Noun, the respondents have used 

the two-worded NPs mostly. The reason for this structure could be that the 
students might have perceived a two-word construction after a preposition in 

forming a PP. The use of a pronoun as the head of the NP is the next 
development. The use of determiner as pre-modifier is followed. However, 

only 12% of the total number represents these applications. 

 

The next stage of development is observable in using both the pre- and 

postmodifiers in NPs (5%): an adjective or an article as the pre-modifiers and 

a prepositional phrase as the post-modifier. The embedded double 

prepositional phrases functioning as the postmodifier of the fronted Noun is 

the next stage in post-modification. At the next stage, a pronoun functions as 

the pre-modifier and a prepositional phrase as the postmodifier. Another 

development is the use of a nominal clause as the post-modifier along with 

other usual forms as the pre-modifiers. The use of this type of clause shows 

fluency in the use of the NPs in the English language. The embedded doubled 

or tripled prepositional phrase as the post-modifiers are observed. Some have 

a relative clause as the post-modifier. 

 
Another often used expression is the gerund. The students reach the stage of 
distinguishing the use of the present participle as a gerund and as an adjective. 
In the five worded NPs, many have a conjunction to join two NPs 
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into one lengthy complex NP. In some forms, an indefinite pronoun is used 
as an NP. The use of fused heads in the formation of the NPs is very rare. 
The use of the appropriate cases of the pronouns in the NPs is seen as 
acceptable. 

 

The percentage of the popular forms used as the first form of the NPs occurs 
within the complex NPs repeatedly or within an NP repeatedly. The Sri 

Lankan students use the articles and determiners dominantly in a formal letter 
of communication. Next, they prefer personal pronouns because the letter is 

a genre which needs personalization. However, it is notable that they have 
used other forms of determiner, adjective, noun, and pronoun considerably. 

 

In the discourse of a letter of complaint in business communication, the main 

theme of this type of discourse is problem –solution (21%). It is indispensable 

that the person who complains should describe and explain the problem and 

seeks a solution. The related theme is the discourse of customer or consumer 

(11%). The writer positions himself or herself as a customer or consumer of 

the service commercially provided. Therefore, allocating more space and 
time for developing this theme in this discourse is essential. The theme of 

communication is another crucial need for the genre, the letter. The 

expressions are needed to send ideas, feelings, facts, and attitudes from the 

source to the recipient logically, constructively and critically. 

 

The third theme developed for 9% of the total discourse is trade, commerce, 

and development. Since it is a letter of complaint as a customer and consumer 

of a purchased service, the theme of trade, commerce and development have 

to be the part of the discourse, especially, the terms and conditions of the 

service, their benefits and obligations to both the trader and the buyer. 

Another key theme the writer focuses on is cause and effect. This theme is 

related to the first theme Problem – Solution. The complaint arises due to a 

bad effect or ill-effect of the poor service. The poor service is the cause. The 

negative effects can be many. The last major theme is Time and Duration. 

The problem occurs within a certain time duration and the solution is sought 

again within the expected time duration. 

 

The minor theme, person, and position (14%) elaborates the major 
theme of customer-consumer. It clarifies and exemplifies the people 
affected and their disrupted positions or multiple roles in the family, working 
place and in the society. The minor theme of general and indefinite (11%) is 
indispensable to any discourse or genre as to relate the specific, the power 
cut, to the general nature, system of the personal, professional and social life 
and the concrete and abstract words and ideas have to be connected with the 
words and expressions of general and indefinite nature. 
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The minor theme of location and place (4%) specifies the context or space 
which has been affected and need to be focused. The theme of positive ideas 

and action (4%) is an expectation in the discourse of complaint which may 
cause accusation and incrimination. Instead, a refined customer of social 

morality needs to accommodate the expression of polite requests for 
constructive action, service appreciation, positive ideas, and hope. The minor 

themes of organic objects and mechanical objects (4%) refer to and 
complement the two major themes, problem-solution and cause and effect. 

 

The analysis shows that the students show moderate competence in creating 

and using number, countability, definiteness, genericness, definite 
quantification, distance, and specific selection. In using NPs of number, 

reference, quantification, they lack experience in using the exact 

determinatives such as both, half, either, every, cardinal and ordinal but the 

improvement is seen in using the non-exact quantifiers such as much, some, 

any, many, more, most, little, few. The adjectival determinatives are classified 

in terms of similarity, difference, totality, familiarity, usuality, particularity, 

and uniqueness. The students generally show their competence in using them. 

The superlative adjectives play a significant role (Downing and Locke (1992: 

440). This use is also quite good in their writings. Quirk et al. (1985:253-

264) distinguish three types: pre-determiners, central determiners, and post-

determiners. The respondents are good at the first two. Further, though the 

respondents have used the NPs in the Subject and Object positions, their 

application knowledge in using the NPs in the complement position within 

the sentence is insufficient, however, within the NPs, considerable. 

 

7. Conclusion and suggestions 

 

This paper analyses the functions and linguistic forms of nouns and noun 

phrases developed by the students from Tamil and Sinhala language 

communities of Vavuniya Campus of the University of Jaffna in Sri Lanka. 

The stages of the pre-and post-modification and complementation processes 

of the NP formation developed from their use reveal the linguistic and non-

linguistic implications in the Sri Lankan ELT and ELL context especially in 

the areas of using the dependent structure, determiners, pre-and post-

modifiers, and complements. It makes an assessment of the development of 

the NPs in their writings in comparison to the established conventional 

functions and forms of the prototypical NPs in the English Language. The 

findings distinguish the general patterns and pragmatic uses or localization, 

typical of a non-native ESL learning context. The students mostly 

intuitionally or without the linguistic competence of the functions and the 

forms of NPs, use them as subject, object, complement and adjectival 

functions or positions. It reveals that the students lack of concern for using 
the sentence patterns of SVC and SVOC. They use the types of determiners 
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and modifiers before and after the types of NPs. The implications are clearly 
identifiable. The results show that their creation and use of the NPs do not 
confirm their competence in NPs but their habitual nature. It affects the 
teaching and learning of subjects taught in the English medium. 

 

The limitation in methodology is that the data were collected from One batch 

of students numbering within hundred and the business letter writing genre 

was chosen. Further the texts were taken from a formal university assessment 

which conditions the writing process and product within the temporal and 

special limitations. It is not a letter written for a realistic purpose or in a real 

situation. It is a simulated situation. Therefore the process and product of the 

real time use may show significant different results because they may have 

enough time and the genuine need for the complaint. The limitation in the 

findings is that the NP formation and function vary L1 to L2, genre to genre, 

context to context, and purpose to purpose. The results of this research paper 

have these limitations. 

 

The learners‘ distinction between nouns and pronouns generally meets the 

standard of the conventional forms. However, they lack the application 

knowledge in nominalization, the theoretical and application distinction 

between nouns and the rest of the linguistic units, within their types and 

within their functions. Their comparative use of the abstract ideas over the 

concrete actions in the NPs is smaller and they need to improve in composing 

complex abstract NPs needed for communicating the advanced business 

management knowledge and for understanding the logical and pragmatic 

relations. The ELT and ELL in Sri Lanka should incorporate a step by step 

approach to cover the stages of the processes of the NPs formation developed 

in this paper, comparing the counterparts available in Sinhala and Tamil 

languages. 
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Abstract 
 

This paper examines the role of rural development banks and its impact on paddy 

harvest in Puttalam district in Sri Lanka. To achieve these objectives of the study, 

the primary data were collected through the questionnaires from the respondents who 

are cultivating paddy in the study area for the period 2017. Totally fifty samples were 

selected randomly from two villages and the collected data were analyzed using the 

paired sample t-test to identify whether there is any difference in average paddy yield 

pre and post receive the loans. In addition to that, descriptive statistics were used to 

analyze the socio-economic characteristics of the respondents while multiple 

regression analysis was used to quantitatively determine the impact of major 

contributions given by the banks on average paddy yield among small-scale farmers 

in the study area. Average paddy harvest considered as the dependent variable and 

the major contributions of rural development banks such as providing the loans 

benefits from the insurance and frequency of participated the meetings by farmers 

were used as explanatory variables in the analysis. The findings of the paired sample 

t-test show that the average yield of paddy has increased significantly due to the loans 

given by the banks. Results of multiple regression analysis prove that the use of credit 

in paddy farming has a negative and significant impact on farmers' paddy yield while 

benefits from insurance have a positive significant impact on average paddy harvest 

in Puttalam district. However, the impact of given loans by the banks on average 

paddy yield is negative illustrates that, there is an urgent need for monitoring and 

supervising the farmers regarding their usage of loans in paddy cultivation to 

appreciate the real effect of role given by the banks especially providing the loans on 

average paddy yield income of the farmers in Sri Lanka.  
Keywords:  rural  development  banks,  paddy  farmers,  insurance  benefits,  

paired 
 

samples t-test, average paddy yield. 

 

Introduction 
 

Sri Lanka is a naturally gifted country for the agricultural development and 
the agriculture is the cornerstone in the economy with 28.2% (labor force 
survey,2017) of the population living in rural areas depending on the 
agricultural sector for their livelihoods and income generation. The 
agricultural sector currently contributes 6.9% to the GDP and out of this 
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0.5% (Central Bank Annual Report,2017) of the contribution were given by 
the rice production while 26.1% (labor force survey, 2017) of the population 

employed in this sector of Sri Lanka. In the agricultural sector, paddy is an 
important staple food of the people in the country and the government mainly 

focuses on the paddy to increase its production and income. 
 

The average yield of paddy estimated for 2017 Yala season was 83.2 bushels 

per net acre (4,291Kg. per net hectare) and it is decreasing 2.4 bushels per 

net acre (126 kg per net hectare) compared to the 2016 Yala season. The 

estimated paddy production for 2017 Yala season was 43,580,000 bushels 

and this is about 40% less compared with the 2016 Yala season. Productions 

of 8,945,000 bushels, 8,320,000 bushels, and 4,651,000 bushels of paddy 

were reported from Ampara, Polonnaruwa and Hambantota districts 

respectively. Paddy production in Ampara district was accounted for about 

21% of paddy production of the country. The contribution to the national 

paddy production from Polonnaruwa and Hambantota districts were recorded 

as 19% and 11% respectively. But total paddy production in Puttalam district 

was recorded about 161,000 bushels on 2017 Yala season. 
 

Like many developing countries, several initiatives have been taken and 

implemented by the Sri Lankan government for the farmers and agricultural 

entrepreneurs to get credits and other benefits from various institutions 

especially Regional Development Bank (RDB) which helps in many ways to 

encourage their cultivation. RDB is a Government bank and as well as a 

development bank which was started in 1998. There are 17 Regional Rural 

Development banks were merged into 06 provincial levels, namely, Rajarata, 

Ruhuna, Wayamba, Uva, Kandurata, and Sabaragamuwa. These banks were 

further merged in May 2010 as a national level development bank namely 

Pradeshiya Sanwardhana Bank. RDB was established under the Pradeshiya 

Sanwardhana Bank Act. No. 41 of 2008, as a fully state-owned national level 

bank with the long-term objective of improving the living standards of the 

rural people by providing them accessible and affordable financial services 

that in turn, would contribute to uplift the rural economy. The RDB continues 

to implement its vision of providing financial assistance to the rural sector 

and developing and empowering the people in the country. 
 

The objective of the RDB banks is to facilitate the regional economic 

development of Sri Lanka by promoting the sectors, such as agriculture and 
fishing, trade and commerce, industrial, housing and other development. For 

this purpose, the banks are providing the short term, medium term and long-
term loans and other accommodation particularly to farmers and agricultural 

workers, whether individually or in groups, and to co-operative societies and 
marketing and processing societies for agricultural operations 
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or other purposes relating to agriculture and giving insurance facilities. The 
Bank may promote and sponsor the training of banking and technical 

personnel, farmers and artisans and other persons engaged in allied activities 
individually or in groups or through co-operative societies in the subjects of 

agriculture, industry, commerce, fishing industry, trade and other 
development activities. For these purposes, the Bank is authorized to defray 

the costs incurred in that regard. 
 
 

 

The growth of the agriculture sector including paddy has to face some 
problems and challenges, especially financial and credits. The contributions 

of government sector for providing loans to the farmers also inadequate to 
improve the agriculture sector and in a certain level private banks and other 

institutions such as RDB are providing loans. 
 

The objectives of this study are, 
 

To find out whether there is any difference in the average amount of paddy 
harvest after receiving the loans from RDB in Puttalam district in Sri Lanka 

 
To identify the impact of rural development bank‘s services such as, 
providing loans, insurance, arrange the meetings for farmers regarding 
training and workshops on the amount of paddy harvest in the Puttalam 
District in Sri Lanka. 

 
Literature Review 

 
Previously, many researchers have done their studies related to the impact of 
various financial institutions and the services on agricultural production and 
income in many countries. 

 
Mohan (2006), examined the agricultural credit in India: Status, Issues and 

future agenda and through the study, he suggested that in the changing 

scenario strong and viable agricultural financial institutions are needed to 
requirements of finance for building the necessary institutional and 

marketing infrastructure in India. 
 

Golait (2007) issues in agricultural credit in India and he identified those crop 
losses, consecutive failure of monsoon, recurrent drought, mounting debts 
and land tenancy, as some of the main causes which led many distressed 
farmers to commit suicide in the country. 

 
Akerele, Ezekiel Olaoluwa (2016), analyzed the Effects of Cooperative 
Credit on Cassava Production in Yewa Division, Ogun State, and their study 
concluded that farming experience, credit use, interest rate charged, total 
expenditure on production, and loan repayment period were the major 
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significant farm socio-economic variables determining loan repayment in the 
study area. 

 
Another study has done by Mahoukede, Aliou and Gauthier (2015) in Benin 
to identify the impact of the use of credit in rice farming on rice productivity 

and income for rice farmers. Their findings show that the use of credit in rice 
farming has a positive and significant impact on farmers' rice yield, rice 

output, rice income, per capita rice income, annual household income and per 
capita annual household income. 

 
Devi (2012) analyzed the impact of the co-operative loan on the agriculture 

sector in Andhra Pradesh and the results proved that co-operatives are 
functioning in the most efficient manner by providing adequate, cheap and 
timely credit to agriculture and allied sector in the study area. 

 
Shafiwu, Salakpi, and Bonye (2013) have analyzed the role of the agricultural 
development bank in the development of rural women in agriculture in Wa-

West District. According to their study, they have found that loan size, 
interest rate and mode of payment used by banks are inappropriate and as a 

result, there is no much improvement in their way of lives and farming 
practices in the study area. 

 
Obilor (2013) has examined the impact of commercial banks‘ credit to 

agriculture on agricultural development in Nigeria and the results from the 
study revealed that agricultural credit guarantee scheme and government 
fund allocation to agriculture produced a significant positive effect on 
agricultural productivity in the country. 

 

Method of data collection 
 

Primary data were collected through the set of questionnaires from the 
farmers who are engaging in paddy cultivation in Puttalam district. Two 
villages namely Neelabemma and Puliyankulam were selected for the study 
and out of 410 paddy farmers, 25 of them were selected from each village 
randomly. 

 

Analytical framework 
 

The collected data were analyzed using frequency analysis, descriptive 
statistics, paired sample t-test and multiple regression analysis described 
below. 

 

Frequency analysis 

 

Frequency analysis is more useful to explain the main features of the 
variables related to the farmers, their personal characteristics and profiles 
related to gender, age and educational levels. 
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Descriptive statistics 

 

Descriptive statistics is the basic statistical analysis which represents the 
mean and standard deviation of the variables used in the study. For 

descriptive statistics, variables such as the amount of paddy harvest, amount 
of loans received by the farmers from rural development bank, insurance 

benefits obtained by the farmers and number of meetings attended by them 
were used in the study.  
Paired sample t-test 

 

The paired sample t-test was applied to determine whether there is statistical 

evidence that the mean difference between paired observations on an 
outcome is significantly different from before and after the occurrence of an 

event. This test was used to identify whether an average harvest of paddy is 
differing before and after a farmer received the loans from the rural 

development bank. 
 
 

Multiple regression analysis 

 

In addition to the above analysis, multiple regression analysis was used to 

find out the impact of explanatory variables on the dependent variable. 
Amount of paddy harvest considered as the dependent variable and other 

three explanatory variables such as the amount of loan received by the 
farmers, amount of insurance benefits and numbers of attending for public 

meeting were considered as independent variables in the analysis. The 
following regression model was specified to evaluate the impact of three 

independent variables on the dependent variable which was used in the study. 
 

Y = β0 + β1X1+ β2 X2 + β3 X3+ ε 

Where, 

Y = Amount of paddy harvest X1 = Amount of loans received 
 

X2 = Insurance benefits X3 = Number of meetings attended by the farmers 
 

β0 = Constant value β1,β2 and β3 are the coefficients of  
variables  

ε = Error term 
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Results and Discussions 
 

Personal characteristics of the farmers especially, gender, age, and 
educational levels were explained by frequency analysis and the results 
are shown as below:  

Table1: Gender of the farmers 
 

Variables Frequency Percentage 
   

Male 35 70.0 

Female 15 30.0 
   

Total 50 100.0  
 

Source: survey data, 2017 

 

According to the above table, 70% of the farmers were males and only 30% 
of them were females who are engaging in paddy cultivation in the study 
area.  
Figure 1: Age distribution of the farmers  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Source: survey data, 2017 

 

According to the above chart, it shows that the age profile of the farmers 
ranged from 20-60 years and the majority of them (18) belong to the age 
group between 41-50 old while only 9 of them belong to 51-60 age. A 
significant amount of the farmers (11) are youngest and 12 of them belong to 
31 to 40 years old. 
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Majority of the farmers were qualified up to primary level (58%) and a 
minority of them studied up to (16%) the higher educational level in the 
sample. 26% of farmers are included in secondary education  

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 2: Education profile of the farmers 
 

Source: survey data, 2017 

 

The following table represents the results of descriptive statistics of the 
variables and according to that maximum amount of paddy harvest is 14300 
kg and minimum amount of paddy harvest is 2000 kg derived by the farmers 
in 2017. 

 
Table 2: Results of descriptive statistics 

 

Variable N Minimum Maximum Mean Sd 

Amount of paddy 50 2000 14300 5954.00 3268.664 

harvest      

Amount of received 50 50000 550000 142500.0 121454.82 

loans    0  

Insurance benefits 32 1078 2850 1934.31 585.545 

Number of the meeting 50 3 12 8.82 2.388 

attended       
 

Source: Calculated by researcher, 2017 
 

Similarly, the maximum amount of loan received by the farmers is Rs 
550,000/= while minimum loan Rs 50,000/=and mean and standard deviation 
of other variables also illustrated in the above table. 
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Table 3: Descriptive statistics of the amount of paddy harvest 
 

Variables Mean N S. D  S. Error 
      

Harvest before receiving 5954 50 3268.664 462.259 

loans      

Harvest after receiving loans 6192 50 3217.797 455.259  
 

Source: Calculated by researcher, 2017 
 

Based on the above results, the mean value is differing from before and after 

receiving the loans from RDB. Before getting the loans from the bank, an 
average harvest is 5954kg and after getting the loan, the average harvest is 
6192kg. Therefore, after getting the loan average paddy harvest has increased 
by 238kg. 

 
Table 4: Results of the paired sample t-test 

 

Variables  Mean Standard  Standard  t  df sig  

  difference deviation  error       

Amount of           

harvest before 

-238.00 300.94 

 

42.56 

 

-5.59 49 0.000 

 

and after     
receiving loans  

 
Source: survey data, 2017 

 

Paired sample t-test was used to identify whether there is any difference in 

average yield of paddy due to the loans received by the farmers from the 
bank. The table 4 proved that the mean value is different across the two 

conditions and it is statistically significant at 1% level indicates that by 
comparing the average yield of paddy of borrowers in the post- loan with pre-

loan periods proved that, there is an improvement in the yield of paddy in the 

study area. 
 

To identify the impact of services given by rural development bank in terms 
of providing loans, amount of insurance benefits and conduct the meetings 
with farmers on the average yield of paddy, multiple regression analysis also 
applied. The results are shown in the following table. 

 

Table 4: Estimated results of multiple regression analysis 
 

 Variables  β Std. Standard t  Sig 

    Error ized Beta    

 Constant 714.353 2578.35  0.27 0.78 
       

 Amount of -0.009 0.004 -0.33 -2.22 0.03 ** 
 loans received        
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Insurance 3.664 0.84 0.63 4.33 0.00 * 

benefits (Rs)      

Number of -6.044 204.24 -0.004 -0.03 0.97 
meetings 

attended 

Adjusted –R2 

= 0.368  
Source: survey data, 2017 

 
Note:* and ** represents the significant levels of 1% and 5%respectively. 

 

The model is adequate or not can be decided by adjusted –R2 and its value 

in this model is 0.368 shows that nearly 37% of the variation in the amount 
of paddy harvest explained by three explanatory variables namely, amount 
of received loan, insurance benefit and number of meetings attended by the 
farmers. Rest of the other 63% represents that the amount of paddy harvest 
is determined by other factors such as irrigation and water facilities, 
pesticides and input usages, farmers education and storage facilities etc. All 
the predictor variables in the model were thestatistically significant impact 
on the average amount of paddy harvest except the number of meetings 
attended by the farmers. 

 

The coefficient of loans amount has a negative sign represents that, as the 
number of loans received by the farmers from banks increases it will reduce 

their average amount of paddy harvest assuming other factors held constant. 
The number of loans may be used for other purposes such as, build up their 

houses, personal consumption, buying vehicles, etc and due to these reasons, 
they were unable to use the loans properly in their cultivation and the average 

yield may fall. 
 

One of the services given by the banks is the insurance benefits and as the 

farmers getting more benefits from insurance, it helps them to encourage 

getting more yields from paddy cultivation. The coefficient of this variable 

is statistically significant and its standardized beta is 0.63 reveals that 63% 

of the contribution is given by the insurance benefits to produce more average 

paddy yield in the district. On the other hand, the number of meetings 

attended by the farmers at the meeting regarding the programs and advice 

related to paddy production given by the banks has insignificant indicates 

that average paddy yield does not depend on those services in Puttalam 

district. 
 

Conclusion 

 

Findings of the study concluded that rural development banks are 
contributing in many ways to raise the amount of paddy harvest in Puttalam 
district in Sri Lanka. There are three main services given by the banks which 
were considered as the independent variables in the study. Paired 
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sample t-test suggested that getting the loans from banks enhance the average 
amount of paddy harvest significantly. Out of three independent variables, 
insurance benefits are the major contributor to the production of paddy than 
other factors and as the farmers receive more benefits from insurance, they 
are able to raise their paddy harvest in their cultivation. 

 
The banks are providing more loans to the farmers for the cultivation purpose 
even though they were unable to get more output due to the many reasons 
such as not using the loans properly in their paddy cultivation and inadequate 
of the suitable monitoring facilities after given the loans. 

 

Recommendation 
 

When the RDB in Puttalam district provides the loans, it must be 

investigated and monitored properly. Then only the farmers can encourage 

and use the loan facilities effectively and efficiently. 
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Abstract  
The importance of financial soundness in the central banking system is an area which 

was debated over the time. Due to the inherent monetary authority of central banks, 

it was argued that central banks do not necessarily require an adequate financial 

position compared to commercial banks. Also, its‘ costless ability to create domestic 

fiat money trivializes the need of maintaining a sound financial position. But, recent 

empirical studies claimed conflicting findings which drew the attention to the 

importance of financial strength in the context of central banks. 
 

The central bank financial strength was a key factor which determines the 
effective conduct of monetary policy in terms of achieving policy objectives. 

Accordingly, linking central bank financial strength with price stability: 
maintaining a low level of inflation which is a primary objective of the 

majority of central banks came to the discussion which has been disregarded 

for a longer period of time. 
 

This study was conducted with the aim of investigating the relationship 

between central bank financial strength and inflation in Sri Lanka considering 
the individual country characteristics for the time period ranging from 1980 

to 2015. Time series regression was conducted with the basic model where 
the independent variable is central bank financial strength and the dependent 

variable is inflation; proxy to price stability. 
 

Empirical result of this study provides a significant negative relationship 

between central bank financial strength and inflation suggesting a probable 

impact from central bank financial strength on inflation in Sri Lankan context 

which is claimed to be true in many empirical studies. Hence, it was 

concluded that maintaining adequate financial position is crucial even for 

central banks irrespective of the inherent monetary authority they consume. 
 

KeyWords: central bank financial strength, inflation, sri lanka 
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Introduction 
 
 

This empirical study aimed to identify whether there is a relationship between 

Central Bank Financial Strength and Inflation in Sri Lanka. Empirical studies 

which have been investigated on this topic remaining scant while findings of 

those studies offered inconsistent conclusions with contradictory views. A 

major reason for these contradictory findings is the heterogeneity among 

central banking systems around the world. Disparities prevailing in the 

economic systems of different countries also comes as a reason for these 

contradictory findings on the topic. This study attempts to investigate the 

relationship between Central Bank Financial Strength and Inflation in Sri 

Lankan context which will contribute to the remaining limited studies on the 
field. 

 
The concept of central bank financial strength is disregarded for a longer 

period of time due to several reasons. It is believed that monetary autonomy 

in the economy inherent only to the central bank provides no more 

requirement of a financial strength (Stella 2005). Stella claims that unlimited 

costless ability of central bank in creating domestic fiat money trivializes the 

need of a financial strength for a central bank as they can print any quantity 

of money to repay their obligations as well as to absorb the losses. But it is 

argued that there can be an adverse economic impact from printing money 

which could results conflicts in policy objectives especially in terms of price 

stability. Therefore, it is provided that central banks cannot produce an 

unlimited quantity of money without affecting their nominal policy 

objectives (Stella 2005). Hence, the argument of even central banks requires 

an adequate level of financial strength to pursue their policy objectives freely, 

comes to the debate. 
 

Several supportive quotes by policymakers can be found, stressing the 
importance of this concept. Such statement by Francisco de Paula Gutierrez, 

former President of the Central Bank of Costa Rica is that ‗We, the central 
bank, have a negative net worth…and this remains our greatest 
challenge‘(cited in Stella and Lonnberg 2008, p.4). 

 
Another statement by Fukui (2003), the former Governor of the Bank of 
Japan (BoJ) supported this view on the financial strength of central banks 
(cited in Benecka et al. 2012, p.3). 

 
The actual behavior of some central banks indicates that central banks' 
concern with the soundness of their capital base might not be grounded purely 
in economic theory but may be motivated rather by the political-economic 
instincts of central bankers 

 
In nature, central banks hardly become illiquid (Benecka et al. 2012). Being 
the monopoly issuer, the central bank can continue its service even with a 
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negative equity which is one of the reasons for the negligence of this concept. 
Further, the formal procedures of standard bankruptcy are not subjected to 

central banks providing any legal binding constraint even with the zero level 
of equity (Benecka et al. 2012). Also, the right to collect seigniorage which 

is the monetary income of central banks make them able to go well beyond 
the accounting equity. It is mentioned that central bank losses may have long-

term fiscal implications and they would try to control losses with 
improvements of finances by allowing higher inflation. Hence, it can be 

observed a conflicting situation between their primary goal of price stability 
and weak financial strength arising through inflationary means of solving 

financial weaknesses of the central banks. 
 

It is reviewed that even though central banks can always create money to pay 
its bills and cannot be declared bankrupt by a court, their financial results can 

be an impact in terms of achieving the policy objectives. Therefore, losses or 
negative capital may raise doubts in its ability to deliver on policy targets and 

expose it to political pressure (Archer and Boehm 2013). 
 

It has been pointed out some reasons for the increased attention to central 

bank financial strength. Accordingly, international financial integration in 

emergent economies, trends towards increased price stability and financial 

burden of central banks due to revaluation losses and carrying cost implied 

by large-scale reserve accumulation are some of the reasons which call upon 

the requirement of financial strength for central banks. Moreover, it is argued 

that even mature market central banks can be subjected to potential serious 

stress tests related to financial crises which would change the risk profile of 

a central bank's asset-liability mix. Also, adoption of more transparent 

accounting standards has caused more volatility in equity of central banks 

which is also an influencing aspect to reconsider this topic (Klüh &Stella 

2008). 
 

It is stated that the performance of monetary policy conduct is reflected in 
macroeconomic outcomes especially in terms of monetary and price stability. 

It is further explained that the behavior of the central bank cannot be 
measured explicitly in such outcomes. But central bank preferences, inflation 

targeting, central bank independence, and transparency are several attributes 
which can be used in measuring the behavior of the central bank. Hence, 

central bank ability to achieve its policy objectives can be used to model 
macroeconomic outcomes with the central bank financial strength 

particularly in the context of price stability and the financial strength (Perera 
et al. 2011). 

 
The relationship between central bank financial strength and macroeconomic 
outcomes including inflation which is a proxy measurement for price stability 
is subjected to the controversy which requires further investigation. Even 
though the importance of central bank 
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financial strength is discussed recently, its relationship with macroeconomic 
outcomes has not been empirically analyzed to date which remains the lacuna 
of research on this matter (Klüh and Stella 2008). 

 
Therefore this study is mainly motivated by the prevailing research gap in 
this area by providing a comprehensive investigation in between central bank 
financial strength and inflation in Sri Lanka. 

 

Problem Statement 

 

Generally, it is accepted that commercial banks require a substantial financial 

strength to survive and to conduct their primary responsibilities. But in the 
context of central banks, the need for financial strength is a controversial area 

which requires further investigation. Both supportive and against views and 
findings can be observed giving an insight of prevailing debate on this topic. 

 
Some scholars argue that being the autonomy in the monetary system, the 

central bank does not necessarily require a financial strength due to its 

costless ability of printing money (Stella 2008). But recent literature provides 

some contradictory views claiming that there can be an adverse impact on the 

macroeconomy from a weak financial position of a central bank. It has been 

pointed out that printing an endless quantity of money would result in 

excessive liquidity in the economy which would lead to macroeconomic 

ailments and it would constrain nominal policy objectives especially in terms 

of price stability (Sweidan 2011 cited in Perera et al. 2011). 
 

Prevailing limited studies in this field have been focused on the analysis of 

central bank financial strength and inflation mostly in the context of western 

countries or as a whole for the world. Investigation on this subject 

considering individual country setting would give a different insight to the 

prevailing debate on the topic especially when it has been considered Sri 

Lanka as a country with lower central bank independence. Hence, 

investigating whether there could be an impact from the financial strength of 

central bank on inflation comes as a researchable area which has been 

disregarded for a longer period of time especially in the South Asian context 

given the focus to Sri Lanka. 
 

Accordingly, this can be specified into a specific research question as, 
 

Does central bank financial strength impact on inflation in Sri Lanka 
during the time period ranging from 1980 to 2015? 
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Rationalization of the research 

 

Price stability of the economy is accepted as an important macroeconomic 
outcome which is desired to achieve by the policymaking authority, 

particularly by central banks. Several empirical studies attempt to model 
central bank financial strength with inflation claiming that strong financial 

strength of central banks may widen the ability of central banks to achieve 
their policy objectives; price stability; low level of inflation. 

 
According to previous studies it can be observed that most of the studies have 

been carried out on pooled samples of countries in the context of regional or 

emergent economies. But the evidence is scant in the context of time series 

analysis on the individual country profile. Therefore, this study will 

contribute to the prevailing findings by taking consideration of 

heterogeneous characteristics in individual country settings. In addition, the 

findings of the study will draw the attention on the importance of the central 

bank financial strength in maintaining macroeconomic stability in the terms 

of maintaining a low level of inflation and will provide a different insight to 

policymakers with the involvement of the independence of central banks. 

 

The objective of the research 

 
 To identify the impact of Central bank financial strength 

onInflation in Sri Lanka.


 

 

Literature Review 

 

The concept of central bank finance 

 

It can be observed different terms which have been used in the related 
literature to refer central bank finances. For instance, Stella and Lonnberg in 

2008 refer to the term ‗central bank finance' while Ize in 2005 used the term 
‗central bank financial position‘ based on the net worth approach. 

 
Some studies adopt the term ‗financial strength' (Stella 2005; Cargill 2005; 

Klüh &Stella 2008).In addition, Perera et al. (2011) point out various terms 

which refer the same concept such as central bank financial soundness, 
financial health, central bank ability/inability based on many studies. It is 

stated that in early literature central bank finance has been discussed in the 
context of central bank independence (Perera et al. 2011). This study uses the 

term ‗central bank financial strength‘ (CBFS) following Klüh and Stella 
(2008) and Perera et al. (2011). 

 
This is a concept which has been neglected previously. According to Stella 
(2005), there are both historical and theoretical reasons for the negligence 
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of CBFS. Focusing on historical reasons first, it can be observed that many 
fiat money central banks including Group of Seven (G-7) countries had been 

highly profitable over a long period of time. Therefore ‗financial difficulties' 
is much more a remote concept to them. It is stated that the U.S. Federal 

Reserve System has been making profits since 1915 (Stella 2005). Hence, 
being profitable ever in the history made the CBFS is rather a remote concept. 

Then the theoretical reasons provide that due to the unlimited costless ability 
in creating money, central banks do not require financial strength as 

commercial banks. 
 

Stella (2008) argues that it cannot be used conventional measures of 

assessing the financial strength of private enterprise in the context of the 

central bank since profitability and capital are not the primary consideration 

of central bank but those are the primary consideration of private enterprise. 

Further, he suggests that the performance of central banks can be assessed 

through their policy performance. Accordingly, Stella (2008) demonstrates 
two specific benchmarks to assess central bank performance; firstly, how 

well it creates conducive conditions to ensure favorable macroeconomic 

outcomes such as output growth, price stability, etc. and secondly, how 

efficiently the central bank achieves such outcomes refers to internal 

efficiency which minimizes the costs of attaining objectives. 
 

Another mostly discussed concept regarding the central bank financial 

strength is central bank independence. This is the initial term used by many 

studies and later it developed to other aspects like financial strength. An 

index; Central bank independence and governance (CBIG) has been 

constructed addressing some of the aspects of central bank independence. 

Accordingly, several sub-indices in separate fields such as legal, political, 

price stability objective, exchange rate policy, monetary policy, and deficit 

financing and accountability have been considered with the inclusion of 

different twenty-six variables in forming the CBIG index which reflects 

comparative central bank independence in different country context (Ahsan 

& Skully 2009). 
 

Accordingly, with special reference to South Asia, it has been recorded Sri 
Lanka, India, and Pakistan as countries maintaining a standard level of CBIG 
index while Nepal and Pakistan indicate remarkable improvement. Bhutan 
and Maldives have been classified as low CBIG countries within the region 
(Ahsan & Skully 2009). 

 
Even though central bank profit and losses are considered as less important 

measurements of CBFS, it can erode the central bank net worth negatively 

(Dalton & Dziobek 2005 cited in Perera et al. 2011). Cargill (2006) suggests 
that if the central bank is able to conduct its operations without incurring 

operational losses, it can be said that it is a financially strong central bank 
(Cited in Perera et al. 2011). Therefore, the profit and losses of central banks 

also come to the consideration as they determine the central 
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bank net worth level. Hence, profit and losses of central banks help to 
conceptualize the CBFS. 

 

Measuring central bank financial strength 
 

Literature provides some useful measurements for assessing CBFS. 
Accordingly, Benecka et al. (2012) provide some measurements of CBFS 

following Kluh and Stella (2008) in terms of ratios. There they have 
presented ratios with respect to balance sheets such as Equity to total assets, 

broadly defined capital to total assets and Net non-interest-bearing liabilities 
(NNIBL). In the terms of profitability measures, return on average assets 

(ROAA) and Return on average equity (ROAE) have been used. Especially 
NNIBL has shown a significant negative coefficient with inflation providing 

that there is an impact of CBFS on inflation while other measures turned out 
to be insignificant. 

 
Following Stella (2008), Perera et al. (2011) suggest that ‗other item net' 

(OIN) account comparatively reflect more of central bank balance sheet. 
According to him, OIN includes the revaluation account, net worth, original 

capital, reserves, and physical assets. Further, he states that it contains 
accumulated losses or hidden reserves providing that it is an important figure 

in assessing the financial strength. 
 

Based on the literature several studies reflect that as the best representative 

measurement of CBFS is the capital plus OIN as a percentage of total assets. 

According to Stella (2008), it adopts the stock concept to measure CBFS. 
Benecka et al. (2012) also suggest that this measurement as a more reliable 

indicator which is calculated based on the data provided by the International 
Financial Statistics (IFS). Further, Perera et al. (2011) provide that only this 

measurement indicates a relationship between economic outcomes after a 
comprehensive analysis by employing several measurements. Accordingly, 

this measurement can be depicted as follows. 
+     ℎ     

=  
 
 

Consequences of central bank financial strength 
 

Stella (2008) shows that weak CBFS can hamper policy capacity and its 

outcomes. Further, it is stated that weak CBFS can constrain the smooth 
conduct of monetary policy thereby resulting in a dependency on the support 

from treasuries. Then it would affect the primary concern on price stability 
and ‗to compromise its operational independence and also to impose 

inefficient restrictions on the financial system to suppress inflation' (Stella 
1997 cited in Perera et al. 2011, p. 16). 
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Sweidan (2011) argues that central bank losses may influence the central 
bank to change the operations of central banking to guarantee survival (cited 

in Perera et al. 2011). Therefore it is appeared to be that CBFS is positively 
associated with good policy performance which implies that financially weak 

central banks would undermine the macroeconomic stability (Stella 2008). 
 

According to Sweidan (2011) ‗weak central bank finances may have 

negative implications for economic outcomes' (Perera et al. 2011, p. 16). 
Stella (2005) states that financial weakness of central bank would lead to 

financial losses which have to be settled through financial repression, reserve 
money creation or debt issuance expecting a future money growth. If central 

bank fails to withstand to potential shocks in their balance sheets due to the 
weak financial position, it would be difficult to fulfill its policy obligations 

which would weaken the credibility of central banks. 
 

Another idea developed regarding the CBFS is that it is required to maintain 

an adequate level of financial strength to absorb losses and to credibly 

achieve policy objectives. It is argued that treasury support for the central 

bank is not an appropriate and reliable option and also it cannot be expected 

such support on a timely basis considering historical occasions. Moreover, it 

is emphasized that central bank distress and fiscal distress are associated 

(Stella 2008). Also stabilizing the financial strength with treasury support 

requires transferring real resources to the central bank. Such options could 

cause monetary expansion which would erode central bank capital thereby 

generating higher inflation rates (Stella 1997 cited in Perera et al. 2011). All 

these findings conclude that to achieve policy objectives as well as to 

maintain efficiency central bank it is a necessity to have an adequate level of 

financial strength for central banks. Stella and Lonnberg (2008) show that it 

would be unable to meet the basic functions of central banks causing financial 

distress in the economy due to inadequate CBFS. 
 

Another key aspect of CBFS is that it provides central banks to act more 
credibly. Having an adequate level of financial strength provides central 

banks to survive in adverse situations without hampering policy objectives. 
It is stated that if central banks are financially weak one of options available 

to central banks is relieving some of the policy goals such as price stability 
or maintaining a fixed exchange rate which constrains macroeconomic 

stability (Stella 2005). 
 

Finally, it can be concluded that determining the financial strength of a 
central bank requires a careful analysis both in the balance sheet and 
economic environment to ensure that the central bank will be able to meet its 
policy objectives successfully without hampering macroeconomic stability 
(Stella 2005). 
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Referring to the findings of similar studies it is evidenced that central banks 
could experience financial difficulties and weak financial conditions which 

could have implications for the entire economy. Hence the central bank has 
to be more responsible when achieving its policy objectives. In other words, 

the central bank may need to concern on the conducive environment for better 
economic outcomes such as price stability, interest rate stability, and 

exchange rate stability (Perera et al. 2011). 

 

Linking central bank financial strength 

and macroeconomic outcomes 
 

This is an area which is subject to debate. According to the discussion of 

Klüh and Stella (2008), many scholars argue that the linkage between CBFS 

and macroeconomic outcomes are unlikely to exist providing that this is an 

irrelevant idea to investigate. But Klüh and Stella (2008) present two 

approaches such as pragmatic approach and theoretical consideration to link 

these two concepts. According to a pragmatic approach, the discussion on 

CBFS and inflation are carried out. It is stated that the financial difficulties 

of the central bank would weaken the achievements of anti-inflationary 

policies resulting transfer of excess liquidity to the financial system. Perera 

et al. (2011) state that ‗motives such as the self-interested behavior of central 

bank representatives in terms of reputation, personal prestigious and future 

employment opportunities and also, intentions to generate stable flow of 

seignorage revenues can lead to a tendency to factor CBFS in monetary 

policy decisions‘ (p. 13). 
 

In theoretical considerations, it is provided that in circumstances where 

treasury support is not available for a loss-making central bank, it would tend 
to lower the cost of monetary operations as the first option adjusting 

minimum reserve requirements. Klüh and Stella (2008), discuss that such 
procedures would involve some economic costs such as financial repression 

affecting the financial development. 
 

Moreover, Perera et al. (2011) argue that if the central bank goes for a 

reprinting of money based on interest-free liabilities to repay its obligation as 
the second option, excess liquidity would flow to the economy. If the 

sterilization process is not conducted to absorb the excess liquidity back, then 
there could be a possibility of inflationary pressures. On the other hand, if the 

central bank sterilizes the excess liquidity by issuing debt securities, it would 
have to be incurred an additional interest cost (Klüh & Stella 2008). 

 
In sum, all these arguments support the view of the existing relationship 
between CBFS and price stability. Accordingly, this study will attempt to 
model the relationship in between CBFS and price stability in the South 
Asian context to fill the prevailing research gap. 
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Methodology 

 

Research Design and Data 

 

The study focuses on Sri Lankan context which is an emergent economy in 
the South Asian region. Selection of the country was mainly motivated by 
the convenience of data accessibility. 

 

Accordingly, this study consists of an empirical analysis of macroeconomic 
data in Sri Lanka over the period of 1980 to 2015 depending on secondary 

data. The required data have been retrieved from various sources such as 
International Financial Statistics (IFS) of International Monetary Fund 

(IMF), Central bank of Sri Lanka (CBSL) and World Development Indicators 
of World Bank. 

 

Conceptual Framework 

 

The conceptual framework of the research outlines the independent variable 
and the dependent variable and their measurements providing the overall 
picture for the study. 

 
Basic Model: 

 
Independent Variable Dependent Variable 

    

 Central   Bank   Financial  Inflation 
 Strength   
     

 
 

 

 Central Bank Capital and Consumer Inflation 

 Other Items Net (OIN) 
(2010 = 100)  

scaled by Total Assets of 
Measurement 

 

the central bank 
 

  

 
Figure 1: Basic 

model  

 

Model Specification for the study 

 

Since there is no particular theoretical model to adopt in this study, the model 

was specified to best fit to the data set where the researcher was given the 
freedom to alter the model where needed. Accordingly, the model was 
constructed following the empirical model by Perera et al. (2011, 2013). 
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Basic Model: 
=∝+1 + 

Where, 
 

= Year on year change of consumer price index 
 

= Central Bank Financial Strength 

 

Accordingly, the basic model can be specified as follows. 
=∝+ + 

 

Data Analyzing Procedure 

 

This research is conducted in order to estimate the impact of Central bank 
financial strength on inflation. In order to meet the aforesaid objective, data 
were analyzed in the following manner. 

 
Time series unit root test has been conducted first to detect whether the data 
series indicate any non-stationary characteristics. Accordingly, after 
correcting for the unit root problem the model was specified. Finally, the 
validity of the specified model was assessed through conducting different 

statistical tests addressing the main econometrics problems. 
 
 

 

Results and discussion 

 

Time series unit roots results 

 

Following table represents the unit root statistics for the variables following 
Augmented Dickey Fuller (ADF) test and the decision criteria. 

 

H0: Series has a unit root problem 
 

H1: Series has not a unit root problem 
 

Decision Rule: Reject H0 if the absolute value of test statistic >Absolute 

value of critical value 
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Table 1: Unit root test statistics  
 

Variable Test Interpolated Decision Conclusion  

 Statistic Dickey Fuller     

  at     

  5% Critical     

  Value     

INFLATION 4.012 -2.972 Reject H0 No unit root 

    problem  

CBFS -4.767 -2.972 Reject H0 No unit root 

    problem   
 
 

The ADF test concludes that data series is free from the unit root problem 
where all the variables are stationary. Accordingly, data set has been used in 
the original form for the model specification. 

 

Estimation Results 
Basic Model; = ∝ + + 

 
 
 
 

Table 2: Regression of basic model 
 

 Constant Slope R2 The probability of 
    F statistics 

Equation 52.646 -35.41579 0.1342 0.0280 

t statistic 7.41 -2.30   

P value 0.0000 0.028    
According to the test results, the basic model can be constructed as follows. 

= . − . + 

 

To assess the significance of the relationship between the two variables 
following decision criteria was used. 

 
Significance of Parameter 

 

H0: There is no significant relationship between the two variables 
 

H1: There is a significant relationship between the two variables 
 

Decision Rule: Reject H0 if P-value < 0.05 
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Table 3: Significance of parameters of the basic model 
 

Variable  P value Level of Conclusion 

   Significance  

CBFS 0.028 0.05 There is a significant 
    relationship   
Following the regression estimates, the sign of the slope coefficient is 

negative and complies with the empirical relationship. This means that 
central bank financial strength and inflation are negatively related in Sri 

Lanka under the period of investigation. Moreover, the probability of the 

parameter is less than the five percent of the significance level. This implies 
that a positive change of 1 percent in central bank financial strength, ceteris 

paribus, will result in a 35 percent decrease of inflation level in the country. 
 

The probability of F statistic is also significant at five percent level of 

significance providing that the model is significant as a whole. But the R2 

value of the model represents a lower level of explanatory power in the model 
indicating the existence of omitted explanatory variables of the model which 
is a limitation of this study. Since the primary objective of the study is to 
investigate the impact of central bank financial strength on inflation, other 
explanatory variables have not been included in the model. 

 

Testing the Validity of the Model 

 

Autocorrelation 
 

The existence of the correlation between the elements in the same series; 

Autocorrelation was checked by the Breusch- Godfrey serial correlation 

LM test. 
 

Breusch- Godfrey serial correlation LM test was conducted based on 
following decision criteria. 

H0: There is no serial correlation in the residuals 

H1: There is a serial correlation in the residuals 

Decision Rule: Reject H0 if p-value < 0.05  
Table 4: Breusch- Godfrey serial correlation test statistic 

for the basic model 
 

 Chi 2 P value Level of Conclusion 

   significance  

 1.1461 0.5638 0.05 There is no correlation in the 
    residuals 
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Heteroskedasticity 
 

Heteroskedasticity reflects the systematic pattern in residuals which creates 
estimators of the model inefficient and incorrect standard errors. Therefore, 
Heteroskedasticity of the model was checked through the Breusch – Pagan / 
Cook-Weisberg test based on the following decision criteria. 

 

H0: Homoscedasticity in residuals 
 

H1: Heteroskedasticity in residuals 
 

Decision Rule: Reject H0 if p-value < 0.05 
 

Table 5: Breusch – Pagan / Cook-Weisberg test statistic for the basic model 
 

 Chi 2 P value Level of Conclusion 

   significance  

 0.14 0.7098 0.05 Homoscedasticity in residuals 
     

 

Conclusion and recommendation 
 
 

The most accepted view is that central banks do not require a financial 

strength compared to commercial enterprises as they are the monetary 

autonomy of the economy consuming the unlimited costless ability to issue 

money. But empirical literature argues that even for a central bank it is 
needed an adequate level of financial strength to perform the monetary policy 

conduct effectively. The remaining few empirical studies on the field try to 

model central bank financial strength with macroeconomic outcomes like 

price stability stating that financially week central banks may hamper the 

attainment of policy objectives due to the financial constraints which will 

lead ailments of macroeconomic stability focusing more on price stability 

which is the most prominent policy goal of most of the central banks. 
 

To that end, this study attempts to provide evidence of a probable relationship 

between central bank financial strength and inflation in Sri Lanka. It is 
observed that price stability, measured by inflation is broadly related to 

central bank financial strength. Therefore, it is concluded that in lowering 
inflation in the economy, central bank financial strength influences 

favourably where higher financial strength will lower the inflation providing 
stability in the prices of an economy. 

 
These empirical observations offer several policy implications stressing the 
need of the financial soundness regardless of the monetary autonomy 
inherent to central banks. Accordingly, central banks should attempt to avoid 
losses by implementing appropriate policies in order to maintain 
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favorable balance sheet position with adequate financial health as there is a 
significant impact from the financial strength of central banks on inflation 
which generates a downward bias in inflation. 
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Abstract 
 

In the today's Knowledge-Based Economy (KBE), Intellectual Capital (IC) 

is considered as a strategic asset which determines the value of the company. 

Different practices of disclosing the IC information in annual reports do not 

result in the real value of the financial position of the company, is the main 

problem in Sri Lankan companies. The objectives of this study are to examine 

the nature of disclosing the IC information based on the content analysis of 

annual reports and to reveal the significant findings of past Sri Lankan 

Intellectual Capital Disclosure (ICD) research studies. Most of the Sri 

Lankan listed companies are now being disclosed ICD in the text, sentences, 

pictures, tables and graphs with the core discipline of Global Reporting 

Initiative [GRI] guidelines in their annual reports. The study offers an insight 

into the corporate and business level managers, policy makers and potential 

investors. 

 

Keywords: 
 

global reporting initiative [GRI] guidelines, intellectual capital (IC), 
intellectual capital disclosure (ICD) and knowledge-based Economy (KBE) 

 

Introduction 
 

At present, the world economy is transiting from an industrial economy to a 

Knowledge-Based Economy (KBE) in order to enhance the wealth creation 
(Abhayawansa 2013). As per this transition, to be sustaining the competitive 

advantage, the economy has to depend on the knowledge-based capital so 
called the Intellectual Capital (IC), such as knowledge workers, employee-

related measurements, patents, trademarks, organizational systems and 
business strategies (Rashid 2010). 

 
As far as stakeholders of the companies are concerned, the annual report is 
one of the primary methods used to communicate the companies‘ response 
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to stakeholder concerns. It is the right of all stakeholders to obtain all the 
information about the company, including IC information. Sri Lanka 

Accounting Standard for intangible assets - LKAS 38 sets out the accounting 
treatment, recognition and measurement of intangible assets of the 

companies‘ financial statements. As per this Standard, the term intangible 
assets are defined as an identifiable non-monetary asset that is not physical 

and owned to be used in generating or handling over goods and services. 

 

The  LKAS  38  (para.  68)  describes  the  recognition  of  an  expense  of  
Intangible Assets as:  

[e]xpenditure on an intangible item shall be recognized as an expense 
when it is incurred unless: it forms part of the cost of an intangible 
asset that meets the recognition criteria or the item is acquired in a 

business combination and cannot be recognized as an intangible 
asset. 

 

If this is the case, it forms part of the amount recognized as goodwill at the 

acquisition date in a Business Combination as per SLFRS 3 (LKAS 38, para. 
68). As Brännström and Giuliani (2009, p. 22) suggest, ‗IFRS 3 can be seen 

for the financial accounting issue as a possibility to disentangle the black-box 
of purchased goodwill and to adhere to some of the critique emanating from 

the IC debate‘. The IAS and LKAS do not have the criteria for the firms to 

disclose their IC. Most of these information lies outside of the financial 
statements. As a result, stakeholders are not receiving the full picture of a 

company‘s value from the financial statements alone. 

 

Intangible assets are complicated to be recognized in companies' statement 

of financial position under the current accounting and reporting framework. 

Therefore, companies tend to report these resources voluntarily in their 
annual reports (or on websites) (Yi & Davey 2010). As far as IC is concerned, 

the disclosures of IC are generally related to those in the guidelines of G3.1 
or G4 as per Global Reporting Initiative (GRI)(Senaratne, Ajward & 

Liyanapathirana 2015). These guidelines are generally considered as 
representing current best practice reporting on sustainability. 

 
 

Problem identification 

 

As per the annual report of Board of Investment [BOI] of Sri Lanka (2000) 
and the Intellectual Property Act 1979 and No. 40, 2000, Sri Lanka is now 
moving towards a KBE. Still, there is no legislative guideline provided for 
ICD in Sri Lanka(Kehelwalatenna & Gunaratne 2010). 

 
 

 

Faculty of Business Studies, Vavuniya Campus, University of Jaffna 87 



 

 
 

Journal of Business Management, Volume 01, Issue 01, September 2018 

 

 

It is often argued that firms' spending on their employees is recognized as an 
expense in the statement of comprehensive income in the current financial 
accounting and reporting. Various accounting researchers are debating this 
accounting treatment by arguing employees are claimed as the real value 
creators of IC in firms (Vithana 2014). 

 

In Sri Lanka, companies are investing considerable amounts in training its 
employees. These substantial investments to train and retrain quality staff are 

not reflected in the statement of financial position of these companies in 
various industries. It is also due to strict recognition criteria for IAs that do 

not allow human capital to be shown as an asset in the statement of financial 
position (Abeysekera & Guthrie 2005, Agne & Maria 2014, Abhayawansa & 

Guthrie 2014). Jayasooriya, Gunawardana and Weerakoon Banda (2015) 
state that  

‗[t]he different practices of disclosing the IC in annual reports do not 
result in the real financial position of the firm, is a key problem in 
Sri Lankan business organizations.' 

 

Research question 
 

In order to address the problem identification, the following research 
question needs to be answered.  
How public listed companies disclose IC information in annual reports? 

 

Objectives of the study 
 

Based on the literature review, this paper sets out to achieve the following 
objectives:  

 to examine the nature of disclosing the IC information based on the 
companies'annual reports

 to reveal the significant findings of past Sri Lankan ICD research 
studies.

 

This research contributes to limited research in the context of Sri Lanka since 
past research repeatedly concerning on developed economies. The remainder 

of this paper is structured as follows. First, the literature on ICD is reviewed. 
Next, research methods are detailed. The following section discussed the 

findings of the study. Finally, conclusions are given. 
 
 

Review of literature 
 

The relationship between IC and Integrated Reporting (IR) 
 

From the stand of literature, it has been acknowledged that capital market 
actors consider IC information is essential and useful for making an 
investment, stock recommendation and portfolio selection decisions 
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(Abhayawansa & Guthrie 2010). Previous studies state that companies 
typically disclose little information of IC, and express that companies‘ 
reports contain ICD of poor quality (Guthrie & Petty 2000) that were 
inadequate to satisfy the stakeholders‘ needs (Guthrie & Petty 2000, 
Abhayawansa & Guthrie 2010). 

 

Some initiatives have been developed in the most recent years to improve 
current reporting on IC, though, none of them stresses the importance to 
provide IC in an integrated way with financial information. A prominent 
exception is an effort initiated by the International Integrated Reporting 

Council (IIRC)1 In developing its framework (Abhayawansa 2013). The 

IIRC aims at overcoming the limitations of annual reporting and 
sustainability reporting to enable companies to the real picture of value 
creation with a core emphasis on IC. On the contrary with other forms of 
corporate IC Reporting (ICR), the prime objective of IR is to supplement 
information embedded in conventional financial statements with IC 
information to shed light on the value creation processes by the companies 
(Dumay & Cai 2014). According to Abhayawansa (2013), the ICR 
frameworks were driven by an assumed demand for IC information from 
capital market actors. Thus, they were designed to address the information 
needs of users of corporate information that were not met by traditional 
financial statements. 

 

The International Integrated Reporting Framework (IIRF) (2013) defines, IR 

as ‗a clear and concise representation of how a company creates value over 
time aiming to provide insights about the resources and relationships used 

and affected by a company.' The IIRF categorizes six types of capital, such 
as financial, manufactured, intellectual, human, social and relationship and 

natural. The IIRF covers three categories of IC in terms of structural capital, 
relational capital and human capital. IIRC (2013, p. 4) clearly states that when 

these types of capital were material to the company‘s ability to create value 
for itself, they should be included in the IR.  

 
 
 
 
 
 

 
1The IR framework was issued by IIRC to explain the fundamental concepts, 
principles and content requirements underlying an IR which is considered as 
a new evolution of corporate reporting. In 2011, IIRC published IR 
discussion titled ‗Towards Integrated Reporting: Communicating Value in 

the 21st Century and IIRC Pilot Programme for IR is launched. In 2012, the 

development of the framework draft was released. In 2013, a Consultation 
Draft of the Framework was released. 
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Definitions and elements of IC 
 

The term intangible asset is used in accounting literature, knowledge asset is 

used in the economics literature, and the term IC seems to have originated 

from human resource literature (Lev 2001). According to the available 

literature on IC, some different definitions of IC can be seen. For example, 

Sveiby‘s definition of IC in 1997b refers that it consists of invisible assets of 

a company, which include: internal structure, external structure, and 

employee competence. Sullivan's definition in 1999 (cited in Yi 2012, p. 20) 

refers that IC is the knowledge that can be converted into profits. It consists 

of two elements: human capital and intellectual assets. Similarly, Sharma et 

al. in 2007 (cited in Yi 2012, p. 20) IC refers to the knowledge, skills, and 

technologies applied to create a competitive edge for a company. According 

to Sveiby (1997b), employee competence represents the employees' capacity 

to act in different situations, the internal structure represents everything 

created by employees that is generally owned by the company, and external 

structure represents a company‘s relationship with external parties like 

customers and suppliers. 

 

Few significant studies on IC have adopted Sveiby's three categorizations of 

employee, internal, and external capital, with different ways of interpreting 

each of the categories (Choong 2008). With reference to Guthrie and Petty 

(2000), IC was one of the most prominent that has adopted Sveiby's 

framework. However, Guthrie and Petty (2000) modify Sveiby's framework 

from a structure based IC into capital based IC, which means all IC items 

were classified into three groups of capital, namely internal capital (instead 

of internal structure), external capital (instead of external structure), and 
human capital (instead of employee competence). This framework was then 

adopted by more recent IC studies like Guthrie, Petty, and Ricceri (2006), 

Abeysekera (2007) and Yi and Davey (2010). Choong (2008) stated that IC 

could be described as the difference between a company‘s market value and 

its book value. The gap between market value and book value has been 

studied by various researchers as the hidden value that was ignored by 

conventional financial reporting (for example, Guthrie & Petty 2000, 

Abeysekera & Guthrie 2005, Yi 2012). Market value is calculated based on 

an estimation of what the buyer would pay to a seller for any piece of 

property, while book value is the shareholders‘ equity shown in the statement 

of financial position, which is a reflection of the company‘s assets, less 

liabilities (Cheng et al. 2008). 

 

It has been argued, though, that if IC was considered to be the unaccounted 

capital that influences companies' market values, then if a company's market 
share decreases, the company's IC should reduce (Abeysekera 2008b). It 

describes that IC does not essentially increase a company's value, whereas 
any company's asset was expected to bring future economic benefits to the 

company. Consequently, it could be arguable whether or not 
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to include the term value creation in the definition of IC, as it does not meet 
the definition of IC value creation as provided (Mouritsen, Larsen & Bukh 
2001). 

 

In an accounting perspective, as per the standard of LKAS 38, it can be 

considered as the components of IC, there are ongoing debates, with the aim 

of arriving at the exact definition for IC. As it is difficult to come up with an 

exact definition on IC, which everyone will agree, the literature on the 
categorization of IC. Mention and Bontis (2013) classified knowledge, skills, 

experiences, and abilities of the members of a company as human capital. 

The infrastructure that encourages the human resource to create and leverage 

its knowledge is as structural capital. It has the ability of a company to 

interact with a wide range of external stakeholders (such as customers, 

suppliers, competitors, trade and industry associations) as well as the 

knowledge embedded in these relationships as relational capital. 

 

As far as the ICD is concerned, from the available literature, internal capital 

disclosure refers to the disclosure of knowledge embedded in organizational 

structures and processes, and included patents, research and development, 

and systems in the companies‘ annual reports. External capital disclosure 

refers to the disclosure of knowledge embedded in the organizational 

relationship with customers, suppliers, stakeholders, and strategic alliance 
partners in the companies‘ annual reports. Human capital disclosure refers to 

the disclosure of knowledge employees take with upon leaving a company, 

such as knowledge, skills, experiences, abilities, motivation, and tasks in the 

companies' annual reports (Abeysekera & Guthrie 2005, Abeysekera 2007, 

Malwara Arachchi & Kehelwalatenna 2011). The literature focusing on 

elements of IC has been in the increasing trend (Abeysekera & Guthrie 2005, 

Abeysekera 2007, Yi & Davey 2010, Malwara Arachchi & Kehelwalatenna 

2011). Unfortunately, the literature was yet to develop a universally accepted 

definition of IC (Choong 2008) or even its elements (Husin, Hooper & 

Olesen 2012). 

 

Recently, Jayasooriya, Gunawardana and Weerakoon Banda (2015) analyzed 

the current practices of IC among listed companies on CSE over the period 

of three years from 2012 to 2014 based on the content analysis of 270 annual 

reports of 30 companies. Sample companies were selected based on a 

stratified random sampling method. The authors found that in terms of HCD, 

most of the companies have not touched the HC information in their annual 

reports. Only the salaries and provision for gratuity were taken into account. 

Bank, finance, and insurance sector companies and the plantation sector 

companies disclosed the HC information in their annual reports. Out of the 

sample companies, only 22 companies reported the HC information. In terms 

of organizational capital, they found that most of the companies disclosed the 
information concerning the organizational system under the 
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sections of management discussion and analysis and organizational risk 
management. Bank, finance, and insurance sector companies and the 

diversified holdings companies have reported the information about their 
organizational capital. Out of the sample companies, only 12 companies 

reported the organizational capital. In terms of social capital, they found that 
the companies have discussed customer details, goodwill of the company and 

other variables. Out of the sample companies, only 13 companies reported 
the social capital.  
Status of the Disclosure of IC information in the companies’ 

annual reports in Sri Lanka 

 

Sampath Bank PLC disclosed employee related measurements as:  
‗Profit per employee LKR 1.2 million, employee retention 97% in 
2014‘ (Sampath Bank PLC 2014, p. 34). 

 

Dialog Axiata PLC 2014 disclosed employee welfare as:  
‗The BOD of the bank at its meeting held on February 23, 2015, 

approved a proposal to introduce an ESOP for the benefit of all 

Executive Officers in grade 1 A and above. It happened by creating 

up to 2% of the ordinary voting shares at the rates specified in the 

proposed ESOP in 2016, 2017, 2018, upon the bank achieving 

specified performance target set for the years 2015, 2016 and 2017 

respectively in the proposed ESOP. P.405 88,649,900 options were 

granted in June 2005 under Tranche 0 to eligible employees at Rs.12 

each. Up to 25 October 2014, out of the total number of share options 

granted under Tranche 0, a total of 51,330,499 options had been 

exercised, and a total of 11,562,301 options had been forfeited. The 

employees exercised 226,800 options during the financial year' 

(Dialog Axiata PLC 2014, p. 110). 

 

Union AssurancePLC disclosed training and development as:  
‗Investment in training and development LKR million 49‘ (Union 
Assurance PLC, 2014, p. 9). 

 

Hatton National Bank PLC reported its systems in detail in the 
following manner.  

‗Over the past few years, the Bank has recognized technology as the 
key driver in implementing some of its strategies, and accordingly, 
has invested over LKR 1 billion to upgrade the Bank's IT platforms' 
(Hatton National Bank PLC 2014, p. 39). 

 

Cargills (Ceylon)PLC disclosed customers and their relationship in 
the following manner:  

‗This customer-centric focus has been further strengthened through 
the Cargills Member Loyalty programme which reached over 
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340000 customers. In the year ahead the Cargills Member Loyalty 
card will play an important part in providing a differentiated, 
personalized offering which is relevant and tailored to individual 
customers and their lifestyles' (Cargills (Ceylon) PLC 2014, p. 26). 

 
 

Sampath Bank PLC disclosed employee related measurements as:  
‗Profit per employee LKR 1.2 million, employee retention 97% in 
2014‘ (Sampath Bank PLC 2014, p. 34). 

 

Nestle Lanka PLC disclosed employee relations as:  
‗One of our greatest assets is our employees. It is critical to our 
success to attract, retain, develop and motivate the best people with 

the right capabilities at all levels of operations. We review our 
employee policies regularly and are committed to investing in 

training and development. We also carry out succession planning to 
ensure that the future needs of the business are considered and 

provided. There are clear processes for understanding and 
responding to employees' needs through Human Resource initiatives, 

staff surveys and regular communication of business developments' 
(Nestle Lanka PLC 2014, p .22). 

 

Methodology 
 

IC information in terms of internal capital disclosure, external capital 
disclosure, and human capital disclosure was adopted as an instrument to 
examine the nature of ICD information by Sri Lankan listed companies. This 
study is employed in the content analysis of the annual reports as a qualitative 
research method. Companies with higher market capitalization are most 
likely to disclose IC information from 2011 onwards incorporating G3.1 
guidelines. For instance, Union Assurance PLC has been preparing its annual 
reports in accordance with Integrated Reporting (IR) and GRI guidelines 
since 2011. Three years‘ annual reports from 2013 to 2015 of the top 30 

companies in terms of highest market capitalization as of 10th of June 2015 

were screened in terms of words, sentences, pictures, tables, and graphs. For 
this study, a list of ICD items has been developed by Malawara Arachchi, 
and the authors modified Kehelwalatenna in 2011 and used in this study. This 
list was classified under the category of internal capital disclosure, external 
capital disclosure, and human capital disclosure to analyze the nature of ICD 
through content analysis of the annual reports of companies. 

 

Discussions 

 
Content analysis of companies' annual reports was almost invariably used to 
measure the level of ICD. Content analysis involves codifying qualitative 
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and quantified information into predefined categories in order to derive 
patterns in the presentation and reporting of information (Guthrie & Petty 

2000, p. 244). An interesting point to note from the usage of content analysis 
is that only very few studies (Vandemaele, Vergauwen & Smith 2005) have 

included the graphical information in their study. All of the other studies 
failed to include the images (for example, Schneider & Samkin 2008, Yi & 

Davey 2010). Guthrie at al. (2004) argued that applying content analysis to 
visual images possesses its challenge, possibly more significant than when 

analyzing numbers. 

 

Most of the companies are preparing their annual reports in the following 
headings, such as group highlights, governance, sustainability integration, 
and risk management, management discussion and analysis, financial 
statements and supplementary information. These sections generally cover 
the IC related information in terms of quantitative and qualitative as well. 

 
In the context of Sri Lankan companies, in terms of ICD, there are limited 

numbers of research studies have been undertaken. When comparing with the 

previous Sri Lankan studies (for example, Abeysekara & Guthrie 2005, 

Abeysekara 2007, 2008, 2011a, 2011b, 2014, Kehelwalatenna & Gunaratne 

2010, Jayasooriya, Malwara Arachchi & Kehelwalatenna 2011, 

Gunawardana and Weerakoon Banda 2015), it is acknowledged that findings 

of these studies provide some insights related with IC and ICD in the context 

of Sri Lanka. Abeysekara, who is a pioneer in the accounting research of IC 

and ICD in Sri Lanka, used the old dataset. There were some practical 

problems to use findings from these studies to generalize the ICD practices 

of listed companies on CSE in the current scenario. Given the weaknesses 

above, more comprehensive accounting research into ICD practices in listed 

companies on CSE is essential. 

 

Abeysekera (2007, p. 66), highlights the differing results obtained by using a 

frequency count and a line count in the same annual reports of the sample 

companies of his study that based on a frequency count, ECD had most 

reported category while based on line count, HCD had a most reported 

category. Further, he states that the danger here is that choosing one unit over 

another may result in different interpretations. Malawaraarachchi and 

Kehelwalatenna (2014) found that IC of Commercial Bank of Ceylon PLC 

revealed that the component of InCD reported a higher level than HCD and 

ECD. It has been determined by the reporting of processes, philosophy 

systems, new products, and financial relations of the company. The 

component of HC, employee-related measurements, entrepreneurial skills 

and employee relations come out averagely in the annual report. Abeysekera 

and Guthrie (2005) found that the most frequently disclosed category was 

ECD, and brands and corporate image were the items of ECD. Interestingly, 

they found an increase in the frequency of ICD over the two-year period that 

they investigated. Most of the companies were qualitatively 
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disclosed the items of internal, external and human capitals in their annual 
reports. 

 

By analyzing the three-year annual reports from 2011 to 2013, Jayasooriya, 
Gunawardana and Weerakoon Banda (2015) found that among the 90 

companies listed on CSE, 25% of companies reported HCD. Bank, finance, 
and insurance sector companies and the plantation sector companies 

disclosed the HC information. 13% of companies reported organizational 
capital. Bank, finance, and insurance sector companies and the diversified 

holdings companies have reported the information about their organizational 
capital. 15% of companies reported social capital. Plantation sector and 

diversified holdings have reported the information about their social capital. 

 

It was found in this study that some companies were very reluctant to disclose 

some elements of IC in their annual reports, such as trademark, number of 
employees, employee equity issues, training and development, employee 

relation and entrepreneurial skills. Firstly, some companies might consider 

that the preparation of IC information would be a cost for them and 

consequently they would not like to disclose these elements of IC 

information. Also, some disclosure items of IC such as intellectual property, 

and the disclosure of them might be speedily imitated by competitors. It will 

impair the company's interests. Therefore, it is not likely for some companies 

to disclose on such items (Abeysekara 2007 & 2011b, Yi & Davey 2010, Yi 

2012). Moreover, the dominant role of the conventional financial reporting 

and the lack of generally accepted ICD frameworks might also be factors 

discouraging some companies from disclosing the IC information in their 

annual reports (Abeysekara 2007, 2011a & 2011b, Malwara Arachchi & 

Kehelwalatenna 2011, Yi & Davey 2010). 

 

Conclusions 

 

Investments on staff are not reflected in the statement of financial position of 

the companies in various industries due to strict recognition criteria for 

Intangible Assets that do not allow human capital to be shown as an asset. 

Different practices of disclosing the IC information in annual reports do not 

result in the real value of the financial position of the company, is a central 

problem in Sri Lankan companies. Present KBE, IC has been regarded as a 

critical value driver for companies in achieving and sustaining a competitive 

edge. Because of the importance of IC, many companies, especially those 
publicly listed companies, have attempted to report their IC in their annual 

reports in order to signal their superior quality to the market as well as attract 

potential investors. In this study, the authors conducted a comprehensive 

literature review concerning ICD, especially in Sri Lanka. The findings show 

that there was a generally increasing trend of ICD in the 
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Sri Lankan listed companies. Most of the Sri Lankan listed companies are 
now being disclosed the IC information in their annual reports in terms of 

words, sentences, pictures, tables and graphs with the core discipline of GRI4 
guidelines. Most of the companies were qualitatively disclosed the items of 

internal, external and human capitals in their annual reports. As compared 
from 2013 to 2015, there was generally an upward trend of the disclosure of 

IC items of the sample companies.  
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Abstract  
Children's participation in the labor force is endlessly varied and infinitely volatile, 

responding to changing market and social conditions. Credit rationing and child labor 

which are common to the poor community, this study is conducted influence of credit 

rationing on child labor in poor Household in Sri Lanka in case of the laborer 

community in Hulandawa estate.Objectives of the study are to identify the factors 

influencing the credit rationing, to identify the factors influencing the financial 

difficulties in Hulandawa Estate and to provide the suggestions to reduce the child 

labor working in Hulandawa Estate.Fifty households selected as the convenient 

sampling method. Independent variables are the attitude of parents, student education 

and the influence of the credit market and the dependent variable is the impact of 

child labor. Based on the descriptive analysis results revealed that all the variables 

moderately supportthe system. People access to credit via both formal and informal 

financial market. The rural bank is the formal lender in the estate while, the informal 

sector refers to the non-institutional or unorganized financial sources, which consists 

mainly of moneylenders, traders, pawnbrokers, and landlords. The survey results 

revealed that financial difficulties are the main reason for not attending 

school.Normally, female children engage in state work especially picking tea leaves 

and male children engage in work collecting Katupol. 

 

Key Words:child labour, credit market, poverty 
 

Introduction 
 

Sri Lanka‘s life expectancy and literacy rate are nearly on par with those of 

developed countries, and even top the rankings for the South Asian 
region.The data released by the Department of Census and Statics (DCS) for 

2012/13 indicated that the poverty headcount ratio (6.7%) which is the 
percent of population earning below US $1.25 a day (PPP) in Sri Lanka 

declined from a 14% in 2002 to a 7% in 2007and increased 8.9% in 2009/10 
and decreased 6.7% to 2012/13 in all the sectors such as urban, 

 
 

Faculty of Business Studies, Vavuniya Campus, University of Jaffna 99 



 

 
 

Journal of Business Management, Volume 01, Issue 01, September 2018 

 

 

rural and estate. Among those sectors, a higher poverty headcount ratio can 
be observed in the estate population. 

 

Literature Review 

 

According to the author Cader, 2009 studied an overview of child poverty 
issues in Sri Lanka within varied themes. Poverty makes children vulnerable 

to entering the labor force and the informal nature of the work that children 
engage in making it easier for them to be exploited. Child laborers suffer 

multiple deprivations; they are overworked, have little leisure, are denied 
education, suffered by bad working conditions, subjected to cruel treatment 

by employers and sexual harassment and underpaid. 

 

Both poverty constraints and income opportunities play important roles in the 

decision to send children to school or to work (Cockburn, 2001). Cockburn 

finds that work and school conflict largely but not entirely. Expected returns 

to schooling are greater than to child work. Income may also encourage 

schooling and reduce child work by reducing household credit constraints. 

Moreover, returns to schooling may also increase with household income, 

through social capital or other employment advantages (Cockburn, 2001). 

Level of education and unemployment of Parents is the most important 

factors in determining children's education (Bastos and Machado). According 

to their study, children whose parents have low levels of education and 

children whose parents are both unemployed can be affected by their 

educational level also. 

 
Poverty has been identified as a situation with a potential to create a child 

labor problem in the country (Rena, 2009). Wherever poverty exists, child 

labor there prevails and it is one of the most striking issues in the developing 

countries. It can be defined as an activity with a negative impact on the child 

(Rena, 2009). Rena said child labor limits the growth of human resources and 

it is common in households where poverty is inherited from one generation 

to another. It does not only reduce the individual's education achievements 

but also reduces the effect and quality of the education system and child labor 

has redistribution effects on the labor market (Rena, 2009). According to 

Rena, parents should be aware of the importance of child education and the 

negative effects of child labor and that they send their children to work for 

the survival of their families and their children. 

 
Most of these working children help their families at home, on family farms 

or in family businesses (Edmonds, 2007). This works depend on age, 
household size, number of siblings and in general, poverty (Ilahi, 2001). 

According to Ilahi the costs of schooling can influence not just the demand 
for children's education, but also the time children allocate to housework and 

outside labor. This study has shown that consumption poverty is the 
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main cause of child work and that when the inability of the labor market to 
provide jobs when the child labor needs emerge in the household, land 
availability generates the work opportunities. Sickness and disease of adults 
also cause child labor (Ilahi, 2001). 

 

Credit is an essential instrument for improving the welfare of the poor 

directly and for enhancing productive capacity through financing investment 

by the poor in their human and physical capital (Okurut et al., 2004; Ghosh 

et al., 1999). According to Okurut et al. (2004) as a result of constrained 

access to formal credit, the poor rely almost exclusively on the informal 

financial sector. Although households apply for credit lenders determine how 

much credit is allocated to them, based on their perception of the household‘s 

creditworthiness. This often results in credit rationing that occurs when loan 

demand exceeds supply, and some borrowers receive no loans or less than 

the amount applied for at the prevailing market interest rates (Okurut et al., 

2004). Under credit rationing situation where the poor community is unable 
to find a way to escape from their financial difficulties, a tendency of using 

the child labor can be expected (Jafarey, S., &Lahiri, S. 2002) 

 

People access to credit via both formal and informal financial market. 

Commercial banks and other formal financial institutions constitute the 

formal lenders in Sri Lanka while, the informal sector refers to the non-

institutional or unorganized financial sources, which consist mainly of 

friends and relatives, moneylenders, traders, pawnbrokers, and landlords. 

Access to the formal financial sector is restricted to a small proportion of the 

population who can meet their stringent requirements, which include high 

minimum balances for account opening collateral requirements for loans, and 

long and costly bureaucratic processes. 

 

Failure of the formal financial sector to serve the poor has forced them to rely 
on informal finance, as is often the case in developing countries (Okurut et 

al., 2004). Informal lenders innovatively seek to solve the problems of high 
risk, high cost and low returns that banks face when serving the poor, e.g. by 

locating close to their clients, and by speedier loan approvals. 

 
The expected return on the borrower's proposed investment project plays a 

key role in influencing the lender's credit rationing behavior. If the expected 

return is less than the principal loan amount plus interest, then the probability 
of default will be high. In such a situation, the lender's decision will be either 

to ration the borrower by granting a smaller amount than originally applied 
for or to completely reject the loan application. In this kind of situation where 

the poor community is unable to find a way to escape from their poorness, a 
tendency of using the child labor can be expected. Households do not have 

access to capital markets, might be 
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resource constrained and tend to invest the human capital of their children 
(Guarcello et al., 2003). 

 

Guarcello et al. (2003) studied Household Vulnerability and Child Labor: 
The effect of shocks, credit rationing, and insurance. Their main results 

indicate that credit rationing is extremely important in determining the 
household's decision to invest in the human capital of children. Further, they 

said that even if it does not directly affect children's labor supply, credit 
rationing appears to be a very important determinant of children's 

vulnerability as ―idle‖ children are particularly at risk of becoming workers 
and often face circumstances that are even harder than those of working 

children. 

 

Problem Statement 

 

The Child Activity Survey (CAS) (2008/09) reveals that 12.9 % of the child 
population in Sri Lanka is engaged in some form of work like, buying and 

selling business, production of goods & Services, self-employment activities 
that could be termed economic activity. It includes children who are involved 

in some form of economic activity while also attending school or not. This 
study is conducted influence of credit rationing on child labor in poor 

Household in Sri Lanka in case of the laborer community in Hulandawa 
estate. 

 

Objectives  
This study addresses the following specific objectives.  
 To identify the factors influencing the credit rationing on the 

Hulandawa Estate in Matara District.


 To identify the factors influencing the financial difficulties on the 
Hulandawa Estate in Matara District.



 To provide the suggestions to reduce the child labor working 
inHulandawa Estate in Matara District.



 

Research Questions  
 What are the significant causes behind the Credit Rationing on the 

Hulandawa Estate in Matara District?


 What are factors influence on the financialdifficulties on the 
HulandawaEstate in Matara District?



 What are the suggestions to reduce the child labor working in the 
Hulandawa Estate in Matara District?



 

Limitation of the study  
 Many factors cause child labor, only credit rationing were 

considered for this study.


 The sample selected for 50 households.
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Sample  
Considering the populations, around 70 households living in this estate, 

among them 50 households selected as aconvenient sampling method. 

 

Conceptual Frame Work 
 

Based on the problem statement, the researcher has formulated the following 

conceptual framework.  
 

ATTITUDE OF PARENTS 

 

STUDENT EDUCATION  
IMPACT OF CHILD LABOUR 

 
INFLUENCE OF CREDIT MARKET 

 
Source-Literature survey 

 
Figure-1 Conceptual Framework 

 

Operationalization 
 

Table-1 Operationalization 
 

Dimensions Indicators Measurement 
   

Attitude of Parents Family status Questionnaire 
 Household‘s income  

 Employment opportunities  

Student Education School Attendance Questionnaire 
 Level of Education  

 Activity Status  
  

Influence  of  Credit Formal Credit Market Questionnaire 
Market Informal Credit Market  

Source: Develop for research purpose  
 

Data Collection Method 

 

This study was carried out based on the primary data, collected through a 

survey which was conducted in Estate of Hulandawa. Primary data would be 

gathered using a questionnaire with convenient sampling method. The 

questionnaire would be distributed among the selected sample of the 

estate.The sample represents laborers working in Hulandawa estate.This 
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method was used for collecting laborers‟ demographic data (age, education 

level, type of work, income level, etc.) and the research data explains their 

children school attendance, income sources, financial difficulties and credit 

demand too. 

 

Methods of Data Analysis 

 

In this research process to analyze the collected data the researcher uses the 
Statistical Package for Social Science (SPSS). The data were analyzed by the 

univariate method, the research questions design and taking in to account the 
variable that was measured Likert scale rating (1-5). Indicators of five-point 

Likert Scale as Follows. 

Strongly Disagree 1 

Disagree 2 

Neutral 3 

Strongly Agree 4 

Agree 5 
 

Method of data evaluation 
 

Finally, data evaluation part is described based on following structure. 

 

Method of data evaluation 
 

Decision rule describes the evaluation part of the data.  
 Table-2 Decision rule 
   

Range  Decisional rule 

1≤ X<2.5  Low level 
   

2.5 ≤ X <3.5  Moderate Level 
   

3.5≤X≤5.0  High Level  
Data Analysis 

 

Descriptive analysis 
 

Table: 3 Summary of research variables  

Variable Mean  Standard Deviation 

Attitude of Parents 3.00 0.35 
   

Student Education 2.70 0.36 
  

Influence of Credit 3.56 0.97 

Market     
Source: Survey data  

All  the  variables  moderately  support  the  system.  Attitudes  of  parents, 
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parent‘s educations were limited to primary education. They earn their main 

income by working as laborers in the estate [picking tea leaves, cropping 

rubber, plucking and collecting ―katupol‖. Most of the households include 

income category Rs.10001-15000, as a percentage of 50% and 28% 

households include income category Rs.15001-20000. That household‘s 

children also earn a considerable amount of income from engaging economic 

activities while attending or not attending school and that cause to the 

increase in income of that households. Children are engaged in some form of 

economic activities because of their household's financial difficulties. Apart 

from their estate work, their children have used to do some other labor jobs 

as well. That includes working in shops, Boutiques, markets, construction 

site. Some of them work as cashiers in shops and boutiques. 
 

Considering the students' education also moderately support Estimated child 

populations, 90% are in the 6-18 age level. Out of total child population, most 

of the children are not attending school based on the following reasons such 

as financial difficulties (70%), they are unwilling to study/ weakness in 

education (12%) and disability or illness (14%) as the main causes for not 

attending school. The Survey results disclosed that a higher proportion of 

children in the age group 15-18 of the Hulandawa Estate have reported 

"financial difficulties‟ (62%) as the main reason for not attending school. 

Because financial difficulties arise due to the low-income level of household 

and their income is not enough to spend their children education and also to 

save the life or build the well-being of the children. And some of the members 

of the household have ability and knowledge to engage in self-employment 

activities. Financial difficulties are a problem for them also.According to the 

survey findings,these estate children attending MR/Tamil Vidyalaya. It is the 

only school situated near to this estate for Tamil students. But children are 

not attending school regularly due to some reasons, financial difficulties, and 

weak in education or Illness because some of the children have the mental 

disability. This particular community considers the school education as 

invaluable and as of no use. They are thinking even spending time on the 

education they can earn some income from working. This statement agreed 

with some parents also. Parent‘s education also low level and they do not 

know the importance of the education. Along with the maturity and being the 

elders in a family some children tend to carry a part of the financial burden 

with their parents. Finding of the survey data, children have the attitude; 

money makes the success of life. 
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Influence of credit market variable moderately supports to the system. People 

in this community have a tendency to obtain credit when their income is not 

enough for their expenditure. They access to credit via both formal and 

informal financial market for their consumption purpose. Considering the 

usage of the credit market, the less amount of household used formal credit 

market for their credit needs. They consider it a costly and troublesome 

process. Collateral requirements, certification of proper income source and 

payment installments on time highly affect when they obtaining credit from 

formal credit markets. According to the survey findings, households do not 

receive the full amount of credit which they apply from both formal and 

informal credit market because of their lack of qualification to obtain the 

loan. They are haven't collateral to obtain a loan and also they are haven't 

proper income sources to certify their income, because if they engaging wok 

only they can earn only. Due to the monetary settlement, most of the children 

are working for the estate. Normally female children engage in state work 

picking tea leaves and male children engage  
in work collecting "Katupol‖. 

 

Conclusion 

 

Children are the future of a nation. Skills and knowledge of them affect the 
economy of the country in long terms. Child labor deprives their childhood, 

their dignity, and that is harmful to physical and mental development. The 

lack of education because of child labor for children is part of what allows 
for the vicious cycle of poverty to continue, since in the future those children 

become unskilled workers (Edmonds, 2007). 

 

Fifty laborer households were used as the sample of this research and among 

them either one member or work as a laborer in Hulandawa estate. All 

households engaged in some form of labor activities in the estate. Apart from 

that, in front of the financial difficulties, they try to engage in labor activities 

outside of the estate to earn some extra money income.Although these people 

have an ability to access credit market via formal market or informal market, 

sometimes they had totally or partially credit rationing. Majority of 

household in this estate used both formal and informal credit market for their 

credit needs. Finally, because of their difficulties, they have to limit their 

expenditures to escape from poverty. This situation severely impacts on their 

children. 

 

Recommendations 

 

Financial market can support by providing credit facility with considering 
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minimum requirements and under fewer interest rates. Education is a crucial 

component of any effective effort to eliminate child labor.  
Provide awareness programs for children on health, education, etc. Education 

has to be aimed at the overall development of a child. Rural areas have been 

the major victim of lack of educational facilities, that where most of the 

children are deprived of even the basic education. And coming to the urban 

life it is totally insane. The only way to do it is to change the education system 

for such children. Let them should have a separate educational system where 

they are given vocational training in parallel with the basic education. The 

training will help them earn their livelihood in the future and also education. 

And there must be a certain age limit after which the person/child will be 

allowed to carry on his/her independent work in the area in which he/she has 

been trained until then he/she will have to be under the inspection of the 

institute providing training. 

 

According to the law in Sri Lanka, providing education up to 14 years that is 

the junior level of the secondary education is compulsory. Initiative to 

increase the age of compulsory education to 18 years (at least up to complete 

secondary education level). Increase the enrolment of estate children in 

Ordinary Level (O/L) classes and introducing Advance Level (A/L) teaching 

in schools and upgrading facilities to increase O/L and A/L pass rates. 

Implementation of social development of the laborer Community. It helps 

raise the living standards of the community and promote their children's 

education and wellbeing and create opportunities for formal employment of 

young adults. 
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Abstract  
In the current scenario, Human Resource Management Practises play an important 

Role in Organization to increase the Employees' Performance. The purpose of this 

paper is to examine the impact of human resource management (HRM) practices on 

Employees' performance. If it Managed efficiently and effectively, Human Resource 

can play an important role in realizing the objectives of the organization, as an 

integral source. For the purpose of this study data collection was done through the 

questionnaire and reliability of the items ware confirmed further 184 respondents 

were selected based on convenient sampling method from managerial and non-

managerial staffs from selected most leading Commercial banks in Jaffna District. 

Statistical Package for Social Sciences (SPSS) was used to analyze the data and 

statistical tools such as correlation and regression the related variables. The results 

indicate that HRM practices Recruitment and selection, Training and Development, 

Compensation and Performance Appraisal have a positive impact on employee‘s 

performance. Hence that independent variables contribute positively towards change 

in the dependent variable. 

 

Keywords: hrm practices recruitment and selection, training and 

development compensation, performance appraisal and employees‘ 

performance. 

 

Introduction 

 

In any organization, employees are considered the essential strategic asset. 

Therefore, employees could be a competitive advantage if their organization 

provides more attention and invest in developing employees‘ skills at the 

workplace (Danish and Usman, 2010; Zaharie and Osoian, 2013). A number 

of researchers have reported that HR practices are positively linked with 

organizational and employee performance (e.g. Guest, 2002; Harley, 2002; 

Gould-Williams, 2003; Park et al., 2003; Wright et al., 2003; Tessema and 

Soeters, 2006). The focus and thrust of these studies have been towards 

developed countries. Little research has been done to test the HR-

performance link in developing countries like Sri Lanka. The present study 

is an attempt to test the relationship between HR 
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practices and employee performance in a developing country i.e. Sri Lanka 
among Bank Staffs. 

 
The most relevant HRM practices (training and development, performance 

appraisal, Recruitment and selection, and compensation system) have been 
selected for the study. Correlation and Regression technique was used to 

analyze the data. As human resources are the most important asset of an 

organization and being the base of achieving competitive advantage, 

managing HR is extremely challenging when compared to managing 

technology and/or capital for its effective management. It goes without 

saying that an effective organization requires an effective system of HRM. 

Human Resource Management system should be supported by sound HRM 

practices. These HRM practices denote organizational activities aimed at 

managing the collection/team of human resources and ensuring that resources 

are utilized towards the accomplishment of organizational goals. 
 

The assumption supporting the practice of HRM is that people are the 

organization‘s major resource and organizational performance mostly 

depends on the employees. If, as a result, a suitable range of HR policies and 

processes are developed and carried out efficiently, then HR will make a 

significant impact on firm performance (Armstrong (2006). In the words of 

(Bernardin and Russell, (1998) companies now becoming more aware that it 

employees could be its greatest strength. They went on by saying that for a 

company to achieve this, it must have a team of HR and line management 

who are very knowledgeable and have accepted the fact that the practice of 

HR will lead to a competitive advantage in the organization.  
Human resource management (HRM) is the policies, practices, and systems 

that influence employees' behavior, attitudes, and performance. Many 

companies refer to HRM as involving "people practices". There are several 

important HRM practices that should support the organization's business 

strategy: analyzing work and designing jobs, determining how many 

employees with specific knowledge and skills are needed (human resource 

planning), attracting potential employees (recruiting), choosing employees 

(selection), teaching employees how to perform their jobs and preparing them 

for the future (training and development), evaluating their performance 

(performance management), rewarding employees (compensation), and 

creating a positive work environment (employee relations). An organization 

performs best when all of these practices are managed well. At companies 

with effective HRM, employees, and customers tend to be more satisfied, and 

the companies tend to be more innovative, have greater productivity, and 

develop a more favorable reputation in the community (Raymond Noe, 

2011). 
 

The main aim of this study is to explore the relationship between HRM 
practices and Employees‘ performance of selected commercial banks in 
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Jaffna district. as well as examining whether there is a positive impact of 
HRM practices on Employees‘ performance. 

 

Literature Review 
 

This chapter reviews previous works done by researchers in the field of 
HRM. What is known as literature review in research does not only provide 

knowledge on what has been done on an area of study but the strengths and 
weaknesses that could propel a meaningful and insightful study? This chapter 

casts light on the concepts of HRM, various bundles of HR practices, 
contentions surrounding theories, models, and previous findings. It ends with 

the HR practices that have been found to impact greatly on the organizational 
performance of especially the Banking Sector. 

 
The term Human Resource Management (HRM) is a strategic, integrated and 

coherent approach to the employment, development, and well-being of the 
people working in organizations. To Boxall et al, (2007), it is the 

management of work and people towards desired ends. Som, (2008) 
described HRM as carefully designed combinations of such practices geared 

towards improving organizational effectiveness and hence better 
performance outcomes. 

 
There is a number of HR practices that could be tested in connection with 

employee performance. Teseema&Soeters (2006) have studied eight HR 

practices and their relationship with perceived employee performance. These 

eight practices include recruitment and selection practices, placement 

practices, training practices, compensation practices, employee performance 

evaluation practices, promotion practices, grievance procedure and pension 

or social security. Huselid (1995) used eleven HRM practices in his study 

which are personnel selection, performance appraisal, incentive 

compensation, job design, grievance procedures, information sharing, 

attitude assessment, labor management participation, recruitment efforts, 

employee training and promotion criteria. This study examines the 

relationship between four HR practices i.e. Recruitment & selection, Training 

& Development, Compensation and Performance Appraisal. the organization 

(Schuler and Jackson, 1987). HRM practices are designed and implemented 

in such a way that human capital plays a significant role in achieving the 

goals of the organization (Delery and Doty, 1996). The appropriate use of 

HRM practices positively influences the level of employer and employee 

commitment (Purcell, 2003). HRM practices such as training and 

development, performance appraisal encourage the employees to work better 

in order to increase the organizational performance (Snell and Dean, 1992; 

Pfeffer, 1998). The practices selected for this study are based on its 

importance in relation to the industry selected for the analysis. 
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Human Resource Management Practises are essential for ideal integration for 

success in the global business environment. The challenges and trends of 

Human Resource Management Practises have been revolutionized over the 

years. Thus, HRMPs is vital for successful implementation of HR policies 

effectively and efficiently to achieve the organizational goals (Mathis and 
Jackson, 2008). Likewise, practices of HRM are valuable for the organization 

to take practical measures for improving the efficiency of the workers and 

enhancing commitment among them (Deb, 2006). Moreover, implementing 

Human Resource Management Practises effectively leads to attract motivate, 

retain employees in order to enhance individual and organizational level 

performance (Pablos and Lytras, 2008). There is a growing concern based on 

the belief that human resource should be valued as essential assets rather than 

a cost for the organization and as a strategic factor which supports and source 

of sustained competitive advantage (Delaney and Huselid, 1996; Wright et 

al., 2001; Sun et al., 2007). In addition, successful Human Resource 

Management Practises lead to an improved level of individual and 

organizational performance (Chang and Huang, 2005). 
 

Recruitment and selection are one of the most important functions in Human 

Resource Management. It is a process of finding, assessing, and having the 
right people in the right job. A positive relationship has been reported among 

recruitment, selection, and other procedures that are used for selection of the 
applicants effectively which have a significant effect on the firms' profits 

(Hausdorf and Duncan, 2004). In addition, it is the process of searching the 
applicants for employment and encouraging potential candidates to apply for 

jobs (Jain and Saakshi, 2005).  
Marques (2007) involvement of HR department in hiring process helps to 

enhance knowledge of the workforce and required skills. It is also helpful for 
the identification of upgrading skills requirement of the employees. By such 
involvement, good communication seems to have a synergy effect and helps 
to unify the workforce. 

 
Recruitment and selection are one of the most important HRMPs. It is a 

process of finding, assessing, and having the right people in the right job. A 

positive relationship has been reported among recruitment, selection, and 

other procedures that are used for selection of the applicants effectively 

which have a significant effect on the firms‘ profits (Hausdorf and Duncan, 
2004). In addition, it is the process of searching the applicants for 

employment and encouraging potential candidates to apply for jobs (Jain and 

Saakshi, 2005). For recruiting managerial/senior applicants, the internet is 

considered the most popular and effective advertising medium, used by 76% 

of the organization surveyed (Rioux et al., 2006). Accordingly, ensuring good 

and effective recruitment and selection process by the organization leads to 

improved employee performance. 
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Hence, Gomez-Mejia et al. (2010) argue that firms can only outperform 

others when they have a successful business strategy and good compensation 

system that helps and gets support from the highest-paid executives and down 

to the lowest-paid employee. The primary objective of a performance 

appraisal is to ensure the maximum utilization of every employee's skills, 
knowledge, and interests (Arthur, 2008). Measuring and fostering employee's 

performance is a key determinant of organizational success and competitive 

advantage (Ployhart et al., 2006). In addition, selection and training practices 

might be changed based on the appraisal information with the desired 

behaviors and attitudes. Nevertheless, professional employees without being 

motivated to achieve their tasks, their efficiency will be imperfect (Sani, 

2012). 

 

Research methodology 

 

This study is aimed at examining the HRM practices of Six Selected 

Commercial banks and the impact of such practices on the Employees‘ 

performance of these banks. A conceptual framework provides an outline to 

understand the impact of Human Resource Management practices on 

employees' Performance. Based on relevant literature the Human resource 

management practices include Recruitment & selection, Training & 

Development, compensation and Performance Appraisal. This research study 

has four independent variables includes recruitment and selection, training 

and development, compensation and performance appraisal and one 

dependent variable i.e., Employees' performance. 
 

H1: HR Practices have Significant Relationship with Employees‘ 

Performance. 

H1a: Recruitment and selection have Positively Related with Employees‘ 
Performance.  
H1b: The Training & development have positively related to employees' 
performance.  
H1c: The Compensation & Reward have positively related to employees' 

performance.  
H1d: The Performance appraisal has positively related to employees' 
performance. 

H2: HR Practices have a significant impact on Employees' Performance. 
 

Data Analysis 
 

Data analysis would consist of two major components. The first part of the 

analysis presents the background information of the research sample and the 
second one identifies the relationships conceptualized in the Study. More 

specifically, it used descriptive statistics, reliability analyses, and correlation 
analyses. Descriptive statistics (means, standard deviations, and frequencies) 

ware used to describe characteristics of the sample such as age, 
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gender, marital status, experience, educational level, possession, and income. 
t-test, one-way ANOVA, bivariate correlation and regression analysis ware 
used in the cases. All hypothesized bivariate relationships ware tested at the 
5 level of significance. For this purpose, the researcher used the Statistical 
Package for Social Sciences (SPSS).  
It includes correlation analysis & multiple regression analysis which are used 
to find out relationship and the significant impact of Human Resource 
Management Practices and Employee‘s Performance. 

 
Descriptive Statistics 

 
        Std.    
 

Dimensions 
 

Range 
 

Mean 
  

Variance 
 

     
Deviation 

  
       

 
   

          

           

 Recruitment 
4.13 

 

0.52 0.27 
 

 
& Selection 

2.25   
           
            

 Training &  
4.28 

 
0.49 0.24 

 

  2.80   

 Development         
          

 Compensation 
4.10 

 

0.57 0.33 
 

 
& Reward 

3.00   
           
          

 Performance 
3.70 

 

0.46 0.21 
 

 
Appraisal 

3.33   
           
            

 Employees’ 
2.00 4.18 

 
0.49 0.24 

 
    

Performance   
Source: Survey Data, 2017. 

 

According to Table, Training & Development has the highest mean of 4.28 

whereas Performance Appraisal has the lowest mean of 3.70. Even though 

mean & standard deviation is in the same level among all the constructs 
approximately. Base on the mean value all the respondents perceived the 

HRM Practices and Employees' Performance favorable. 

 

Pearson Correlation Analysis 

 

The Pearson correlation coefficients are presented to illustrate the 
relationship as well as the statistical significance between independent 

variables and dependent variables. In addition, Pearson's correlation analysis 
method is chosen because the correlation can be compared without regard to 

the amount of variation exhibited by each variable separately. Purpose of the 
correlation analysis in this study is to find out the significant relationship 

between HRM Practices and Employees' Performance. Further, 
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it is utilized to find out the relationship between the dimensions or factors 
influencing on HRM Practices as Recruitment & Selection, Training & 
Development, Compensation & Reward, Performance Appraisal and 
Employees' Performance. 

 

Pearson Correlation Analysis 

Variables  R & S T & C & PA EP 

   D R   
       

Recruitment & 1     

Selection       

Training & 0.35** 1    

Development       
      

Compensation & 0.56** 0.45** 1   

Reward       
      

Performance 0.40** 0.15* 0.40** 1  

Appraisal       
      

Employees’ 0.17* 0.38** 0.35* 0.16* 1 

Performance       
 

Correlation is significant at the 0.01 level (2-tailed).**  
Correlation is significant at the 0.05 level (2-tailed).* 

Source: Survey Data, 2017. 

 
Pearson correlation was applied on the data to check the relationship between 

HRM practices. Pearson correlation for the Employee Performance with 
Recruitment & Selection (r=0.17), Training & Development (r=0.38), 

Performance Appraisal(r=.16), and Compensation & Reward (r=0.35) show 
a positive relationship. All correlations were significant at 0.01 levels and 

had the Weak positive relationship with employee performance.  
Thus, the result has shown that there is a significant positive relationship 
between independent variables (Training & Development, Recruitment & 
Selection, Compensation & reward and Performance Appraisal), and the 
dependent variable (Employees' Performance). 

 

Multiple Regression Analysis 

 

The objective of multiple regression analysis is to predict the single 

dependent variable by a set of independent variables (Heppner and Heppner, 
2004). Regression analysis determines the nature of the relationship. When 

choose to analyze data using linear regression, part of the process involves 
checking to make sure that the data want to analyze can actually be analyzed 

using linear regression. The purpose of regression analysis is to find out the 

significant impact or influence of the independent 
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variable on the dependent variable (Ndubisi, 2006). In this study, HRM 
Practices Are considered as the independent variable or predictor variable, 
and the Employees' Performance is considered as the dependent variable. 

 
Model Summary  

 
Model R R Adjusted Std. The Durbin- 

  Square R error of the Watson 

   Square Estimate  

1 0.44a 
0.19 0.18 0.44 1.72  

 
Predictors: (Constant), Performance Appraisal, Training & 
Development, Recruitment & Selection, Compensation & Reward 
Dependent Variable: Employee Performance  
Source: Survey Data, 2017 

 
From the Table Model Summary, the value of the adjusted R Square is 0.18. 

It revealed that there is a 19.8% of the impact of the independent variable on 
the dependent variable. Hence there is 19.8% of the impact of the HRM 

Practises on employees' Performance. Furthermore, the other 44.9% of the 
model is explained by other factors which are able to influence the 

Employees' Performance. 

 

Coefficients table in the Regression analysis  
 

Model  

 

 Unstandardize   

 

Standardi 

 

t 

 

Sig.  

d Coefficien ts  zed  
Coefficient 

s 

  B Std. Beta    

   Error     

 (Constant) 2.18 0.37  5.79 0.00  
        

 Recruitment 0.16 0.07 0.17 2.39 0.01  

 & Selection       

 Training & 0.38 0.06 0.38 5.64 0.00  

 Development       

 Compensation 0.30 0.05 0.35 5.17 0.00  

 & Reward    5   

 Performance 0.17 0.07 0.16 2.23 0.02  

 Appraisal       

 Dependent Variable: Employee Performance.    

 Source: Survey Data, 2017      
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According to the equation above, the regression coefficient for Recruitment  
& Selection is 0.16. It means that the employee performance will increase by 

0.16 units when Recruitment & Selection increased 1 unit while others 

remain. Furthermore, the regression coefficient for Training & development 

is 0.38. It means that Employee Performance will increase 0.38 units when 

Training & Development increased 1 unit while others remain the same. In 
addition, the regression coefficient of Compensation & reward is 0.30. It 

means that the Employee Performance will increase 0.30 when 

Compensation & Reward increased 1 unit while others remain the same. As 

well, the regression coefficient of Performance Appraisal is 0.17. It means 

that the Employee Performance will increase 0.17 when Performance 

Appraisal increased 1 unit while others remain the same. Among the four 

independent sub-variables, Training & Development has the strongest 

influence on employees' performance where standardized beta equal to 0.38. 

Thus, compensation & Reward is the most important predictor of Employees 

performance and followed by Recruitment & Selection 0.16, and 0.17.  
In addition, From the Table: Coefficients table in the Regression analysis, 
Beta value between employee performance and other predictor variables as 

Recruitment & Selection, Training and Development, Compensation and 
reward and performance Appraisal is 0.16, 0.38, 0.30 and 0.17 respectively. 

These are insignificant at 0.05 levels (P < 0.05). all the predictor variables 
have a positive trend towards the dependent variable.  
Finally, in terms of the Multiple Regression analysis, the researcher can come 

to the conclusion that the predictor power of the employee performance is at 
the moderate level. The results of the regression analysis summarized in the 

above tables show that HRM Practices contribute significantly to Employees 

performance (F= 11.06; P < 0.05) and predicts 19.8 percent of the variation 
found. Recruitment & Selection, Training & Development Compensation 

and Reward and performance Appraisal contribute significantly to 
employee's performance. 

 

Hypotheses Testing 

 

Summary of the data analysis is given below through the hypotheses 
testing. 

 
 
 
 
 
 
 
 
 
 
 
 

 

Faculty of Business Studies, Vavuniya Campus, University of Jaffna 117 



 

 
 

Journal of Business Management, Volume 01, Issue 01, September 2018 

 
 
 

 

Hypotheses Testing 

 

 Hypotheses  Values  Result  Tools 
   

scored 
    

       
        

 H1: HR Practices have       
 Significant Relationship with 0.37 Supported  Correlation 

 Employees’ Performance.       
        

 H1a: Recruitment and selection       
 Positively Related with 0.17  Supported  Correlation 
 Employees‘ Performance.       
        

 H1b:  The Training &       

 development have positively 
0.38 

 
Supported 

 
Correlation  related to employees'   

       

 performance.       

 H1c: The Compensation &       

 Reward have positively related 0.35  Supported  Correlation 

 to employees' performance.       

 H1d:  The Performance       

 appraisal has positively related 0.16  Supported  Correlation 

 to employees' performance.       

 H2: HR Practices have a       

 significant impact on 0.18 Supported  Regression  
Employees' Performance.  

 

 

Discussions of findings 

 
The main purpose of this research study focuses on the relationship & the 
impact between the determinants of HRM Practices and employee‘s 
Performance. 

 

This study was carried out to understand the role of Recruitment & Selection, 
Training & Development, Compensation & Reward and Performance 

Appraisal on employees' performance. Researcher circulated questionnaires 
in selected commercial banks and got the responses, the researcher found out 

that a larger number of respondents' ware female and the percentage of the 
male was relatively by less i.e. female 50.5% and male 49.5%.  
In my questionnaire, the Likert scale was used to measure the degree to which 
people agree or disagree to the HR Practices. The employees gave their 
opinion about How far they have understood the role of the practice in 
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employees' performance. Most of the employees strongly agreed with the 

employee's performance in the organization. They were totally satisfied with 

the HR practices and had no problem and confusion about the HR practices 

our first independent variable of the research is recruitment and selection 

which effect on the employees' performance is determined? The finding 
suggests that the value of correlation analysis of recruitment and selection 

practices over employees' performance is 0.175* (Significant at 0.05) which 

shows that the values are highly significant and the employees are satisfied 

with the relationship between the recruitment and selection practices and 

employees' performance. Training and Development, Compensation & 

reward and performance Appraisal also the independent variables of the 

research also show that the employees are satisfied with this practice. 

 

Conclusion 
 

The purpose of this study is to explore the impact of Human Resource 

Management Practices on employee performance at selected commercial 

Banks in Jaffna and to suggest recommendations for its improvement. The 

findings of the current research study illustrate that the Human Resource 

Management Practices (recruitment and selection, training and development, 

compensation and Reward, performance appraisal) are positively related to 

employees' performance. Employees are one of the critical strategic assets 

for any organization. Likewise, Banks should strive to attract the talent, well 

trained and enthusiastic employees and improve their performance. 
Successful and good effective implementation of Human Resource 

Management Practices empowers Bank employees and improves their 

performance positively. Therefore, best practices of HRM stimulate Bank 

employee's performance which in turn improves Bank performance. So, 

Banks realize the importance of stimulating Bank employee's performance; 

many Banks are giving more attention to the top management of Human 

Resource Management Practices. 
 

Recommendations 
 

It is clear from the findings that Human Resource Management (HRM) 

practices (recruitment and selection, training and development, 
compensation and Reward, performance appraisal) have a positive role in 

increasing the employee's performance, so the organizations should 
implement these practices to achieve the desired goals. The organizations 

should utilize a variety of reward and recognition programs to drive behavior 
that promotes high performance. The organization conducts an extensive 

training program for its employees relevant to the changing needs of jobs and 
business.  
Job performance should be considered an important factor to determine the 
compensation of employee's performance. Management should value the 
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contribution and ideas shared by employees and empower employees to 
maximize their individual talent in order to make effective decisions. Human 

Resource Management practices (recruitment and selection, training and 
development, compensation and Reward, performance appraisal) play a 

crucial role in increasing employee performance so the organizations should 
revise their HR policies by keeping in view the above factors in order to attain 

the targeted goals.  
Human resources, which are considered the greatest asset of an organization, 

refer to people whose knowledge, skills, and abilities are utilized to create 

and to deliver effective services. Effective recruitment and selection attracts 

the right quality and quantity of people, develops the knowledge, skills, and 
abilities of employees, and retains employees within the organization. The 

Banks need to have an effective recruitment policy to promote scientific 

selection of prospective employees. The departments should participate in 

the selection process as they have different preferences in the candidates. 

Candidates need to be selected based on requisite skills knowledge, attitude, 

and qualification using appropriate selection techniques. Besides, an 

appropriate training program for both academicians and support staff should 

be organized to continuously improve the skills of employees. 
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Abstract  
Working Capital Management provides critical insight into the performance of the 

organizations and it plays an important role in any kind of industry, especially in the 

manufacturing sector. As an important indicator for measure the performance and 

viability of the organization, many managers involved considering the efficient 

management of Working Capital in the organization. Accordingly, the main purpose 

of this study is to identify the relationship between Working Capital Management 

and Financial Performance of the manufacturing sector in Sri Lanka. In Sri Lanka 

manufacturing sector is the second largest segment of the economy contributing 

significantly to the Gross Domestic Product of the country. For this study, data was 

collected from the manufacturing firms quoted on the Colombo Stock Exchange 

(CSE). As a sample size, this study used 30 manufacturing firms while the sample 

period of the study is five years from 2013 to 2017. The data was collected through 

the published annual reports of the respective companies. To examine the effect of 

WCM on performance, this study applied Return on Assets(ROA) and Return on 

Equity(ROE)as outcome variables whereas Cash Conversion Cycle (CCC), Current 

Financial Assets Ratio (CFAR) and Current Financial Debt Ratio (FDR) were used 

as explanatory variables. Since the study involves panel data, pooled OLS analysis 

has been carried out to arrive at the findings of the study. There is no significant 

relationship between CCC, CFAR, FDR, and outcome named ROA while CCC, 

CFAR, FDR, and ROE have a significant relationship, the findings reveal. The study 

also concludes that manufacturing firms in Sri Lanka need to concentrate on 

conservative Working Capital Management policy and improve their collection and 

payment policy. 

 

Keywords: working capital management, colombo stock exchange, cash 

conversion cycle, current financial assets ratio, current financial debt ratio 
 

Introduction 
 

Working Capital Management is considered to be crucial as it affects the 
survival of an organization. This concept is vital, especially for 

manufacturing firms. In Sri Lanka, the Manufacturing sector is the second 

leading sector of the economy and it accounts for 25% of GDP in 2017 
(Central Bank of Sri Lanka). As an essential sector in the overall economic 

growth, the manufacturing sector requires an in-depth analysis to evaluate 
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the performance of its activities. Working capital management efficiency is 
vital especially for manufacturing firms, where a major part of assets is 
composed of current assets (Horne and Wachowitz, 2000). 

 
Nowadays top-level managers spend more time to solve the problem related 

to the working capital management. Company profitability and liquidity 

highly depend on the efficient management of working capital. Every 

organization needs to maintain adequate liquidity in day to day routines to 

ensure the smooth functioning of the firm. For that, companies need to give 

priority to investing in current assets rather than investing in fixed assets. In 

addition to that companies need to concern about the profitability also. Since 

firms‘ decisions about current assets are linked with the trade-off between 

risk and return. Efficient working capital management involves planning and 
controlling current assets and current liabilities in a manner that eliminates 

the risk of inability to meet a due short-term obligation on the one hand and 

avoid excessive investment in these assets on the other hand (Eljelly, 2004). 
 

By referring to the above elaborations, it is obvious that efficient 

management of working capital is essential for any organization to keep their 

business viable for long. In the present study, the association between WCM 

and Financial Performance is examined. Therefore, this study collected data 

through the annual reports of each manufacturing organizations and analyzed 

the performance using the different methods like Cash Conversion Cycle 

(CCC), Net Trade Cycle (NTC), Receivable Turnover in Days (RTD), 

Number of Days in Inventory, Number of Days in Payable. Considering the 

input variables as above mentioned, this paper used Return on Asset (ROA) 

and Return on Equity (ROE) as outcome variables. The study consists of 

manufacturing firms that covered the five years from 2013 to 2017. 

 

This study is directed towards analyzing the working capital management 

affection and application in the manufacturing sector by using different 
measurement tools. Further, this study is a focus to find out the impact of 

variables of working capital management on firm profitability and identify 
the nature and extent of the relationship between working capital 

management and performance. 

 

Literature Review 
 

The main concern of this study is to find out the relationship between working 
capital management and performance of the selected manufacturing 
organizations. There are different studies related to working capital 
management and its consequences for company profitability and liquidity. 
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Simon et al. (2017) found that working capital management is vital to provide 
liquidity and enhance the performance of the firm. Also, researchers 

examined the quadratic relationship between working capital management 
and firms‘ performance. The results of the study indicate that deviation from 

the optimal level of investment in working capital management affects the 
performance of firms‘. Finally, researchers recommend that firms should 

promote best practices for maintaining optimal working capital investment 
level enhance firms‘ performance and sustain growth. 

 
Tariq et al. (2013) analyzed the effect of the proper management of working 

capital on the financial performance of the cement sector in Pakistan. The 
dependent variable of the study is Return on Assets which is used as a proxy 

for financial performance. There are independent variables like accounts 
receivable in days, inventory turnover in days, (CCC) and payable turnover 

in days. In this study, researchers used panel data methodology to analyze the 
impact of Working Capital Management on the performance of the Cement 

sector. 

 

Niresh (2012) emphasized that Working capital management is considered to 

be a crucial element in determining the financial performance of an 

organization. The primary purpose of this paper is to investigate the 

relationship between working capital management and financial performance 

of listed manufacturing firms in Sri Lanka. In this study, researcher measured 

performance in terms of return on assets and return on equity while cash 

conversion cycle, current assets to total assets and current liabilities to total 

assets were used as measures of working capital management. Further, 

Correlation and regression analysis were used in this study. In conclusion, 

this research paper revealed that there is no significant relationship between 

cash conversion cycle and performance measures and also manufacturing 

firms in Sri Lanka follow conservative working capital management policy. 

 

Rahemen et al. (2010) found that working capital management plays a 

significant role in the better performance of manufacturing firms. 

Researchers analyzed the impact of working capital management on firms' 

performance in Pakistan. The results of the study indicate that the cash 

conversion cycle, net trade cycle and inventory turnover in days are 

significantly affecting the performance of the firms. This paper also found 

that manufacturing firms are in general facing problems with their collection 

and payment policies. Further, the author came to know that financial 
leverage, sales growth, and firm size have a significant effect on the firms‘ 

profitability. Finally, researchers suggested that specialized persons in the 

field of finance should be hired by the firms for expert advice on working 

capital management in the manufacturing sector so as to manage the working 

capital in the more robust way. 
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Gill et al. (2010) revealed that as working capital management plays a 

significant part in the better performance of manufacturing firms. The 

researchers attempt to analyze the relationship between Working Capital 

Management and profitability in a study titled "The impact of working capital 

management on the corporate performance of Listed Manufacturing 
Companies in Sri Lanka". In this study, the authors mainly concerned about 

the nature and extent of the relationship between working capital 

management and profitability. For that, researchers used the cash conversion 

cycle as a comprehensive measure of working capital management and net 

operating profitability as a measure of profitability. Multiple linear regression 

tools were used to find out the relationship between the independent and 

dependent variable in this research. The result of regression analysis found a 

significant positive relationship between Cash Conversion Cycle and Net 

Operating Profitability. 

 

Shin and Soenen (1998) emphasized that efficient working capital 
management is very important for creating value for the shareholders. In this 

research paper, they found out that way of management of working capital 
had a significant impact on both profitability and liquidity. Further, the 

relationship between the length of the net trading cycle, corporate 

profitability and risk-adjusted stock return is analyzed using correlation and 
regression analysis. The finding of research indicates that there is a strong 

negative relationship between lengths of the firms' net trading cycle and 
profitability. 

 

 

Methodology 
 

Data Source and Sampling 

 

The relationship between working capital management and performance of 

manufacturing firms were tested by using panel data methodology. The data 

used for this study was acquired from the comprehensive income statement 

and financial position of the sample manufacturing firms, listed on the 

Colombo Stock Exchange(CSE). This study used 30 manufacturing firms as 

a sample size out of 42 listed manufacturing companies in the CSE. Most 

recent five years information was included in the study as the basis for 

calculation. Accordingly, this research study extends to five years starting 

from 2013 to 2017. The reason for selecting this period was the latest data 

for investigating the nexus between working capital management and 

performance of the quoted manufacturing firms. 

 

Variables 
 

This research undertakes the quantitative approach to identify the link 
between working capital management and performance of the 
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manufacturing firms. Table 1 shows independent and dependent variables 
and measurement pertinent to the variables used in the study. 

 

Table 1: Measurement of Variables 
 

Variables Measurement 

   

Predictors   

 Average Collection  Accounts Receivable/ Net 

 Period (ACP)  Sales *365 

 Average Payment Period  Accounts Payable/Cost of 

 (APP)  Goods Sold *365 

 Inventory Turnover in   Inventory/Cost of Goods Sold 

 Days(ITD)  * 365 

 Cash Conversion Cycle  Average Collection Period 

 (CCC)  +Inventory Turnover in Days- 



 



Average Payment Period 

Current Financial Assets Current Assets/Total Assets 



Ratio (CFAR)  Current Liability/Total Assets 

Current Financial Debt   

 Ratio (FDR)  Net Income/Total Assets 
Outcome Variables  Net Income/Shareholders 

  Return on Assets (ROA)  Equity 

  Return on Equity (ROE)   
 
 

Research model 

 

Multiple linear regression model is formed to discover the nexus between 
working capital management and performance of listed manufacturing firms. 

Y= α +β1x1+ β2x2+β3x3+ Ɛ 
Where, 
Y= Dependent variable 

α = intercept  
β = co-efficient 

x1=CCC 

x2=CFAR 

x3=FDR 
Ɛ=Error term  
Based on the variables used in the study the regression model can be 
depicted as follow. 

ROA= α + β1CCC+ β2CFAR+ β3FDR+ Ɛ Model 1  
ROE= α + β1CCC+ β2CFAR+ β3FDR+ Ɛ Model 2  

Where,   
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ROA= Return on Assets 

ROE=Return on Equity 

CCC=Cash Conversion Cycle 

CFAR= Current Assets/Total Assets 

FDR= Current Liability/Total Assets 
 

 

Results and Discussion 

 

Multiple Regression Analysis 

 

Predictors of Performance – Model Summary I 

 

Table 2: Results of pooled OLS using ROA as the outcome variable  
 
 
 
 
 
 
 
 
 
 
 
 

By referring to the table 2, it is obvious that the R2 value for the impact of 

working capital management on ROA is found to be 0.02. It implies that only 
2%of the variations in ROA is explained by the variations in predictors 
named CCC, CFAR, FDR. Further, the F value is revealed to be statistically 
insignificant at P>0.1. Hence it can be inferred that working capital 
management has no profound impact on the outcome variable name ROA. 

Further, the R2 value indicates that only 2% of the variations in ROA is 

explained by the predictors. The rest of 98% of the variations is simply 
because of the factors that have not been the considered in the study. Hence 
other factors are probably found to be better prognosticators of ROA. 

 
Table 3: Results of pooled OLS using ROA as the outcome variable  
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By referring to the table 3, the multiple regression equation can be derived as 
follows, 

 
ROA= -0.55+7.64FDR-2.33CFAR+0.003CCC+ Ɛ 

 
It is apparent from the coefficient as tabulated in table 3 that only FDR 
exhibits a significant association with ROA at P<0.1. All other predictors 
namely CCC, CFAR exhibit a statistically insignificant association with the 
outcome variable named ROA as it was evidenced from the P values. 

 

 

Predictors of Performance – Model Summary II 
 

 

Table 4: Results of pooled OLS using ROE as the outcome variable  
 
 
 
 
 
 
 
 
 
 
 
 
 

 

As it can be seen from the table 4 that the R2 value for the impact of working 
capital management on ROE is discovered to be 0.048. It means that only 
4.8% of the variations in ROE is explained by the variations in predictors 

named CCC, CFAR, FDR. Moreover, R2 value indicates that only 4.8% of 
the variations in ROE is defined by explanatory variables. The rest of 95.2% 
of variables in ROE is simply because of the factors that have not been the 
depicted in the model. 

 
Furthermore, the F value is discovered to be statistically significant at P<0.1. 
It is an indication that working capital management has a profound impact 
on the ROE. 
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Table 5: Results of pooled OLS using ROE as the outcome variable  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

According to the table 5, the regression of the following form, 
 

ROE= 2.49-14.42FDR+3.92CFAR-0.0026CCC+Ɛ 
 

It is apparent from the table 5, the P values indicate a statistically significant 
association between CFAR and ROE; and FDR and ROE at P<0.1 and P< 
0.01 respectively. Another predictor namely CCC shows a statistically 
insignificant association with ROE. 

 

 

Testing for Multicollinearity 

 

The Present study employed the Variance Inflation Factor (VIF) test in order 

to identify whether the problem of multicollinearity exists in the ideal models 

used in the study. The VIF indicates whether a predictor has a strong linear 

relationship with other predictors. Related to the VIF is the tolerance 

statistics, which is its reciprocal (1/VIF). There are no hard and fast rules 

about what value of the VIF should be the cause for concern, but generally, 

a VIF value of greater than 10 indicates a serious problem (Bowerman and 

O‘Conell, 1990; Myers, 1990). Further, if the average VIF is substantially 

greater than one then the regression may be biased. As far as the value of 

tolerance is concerned, tolerance below 0.1 indicates a serious problem 

(Menard,1995). 
 
 

The study involved 2 models as model I and model II to assess the 
connectivity between WCM and financial performance using ROA and ROE. 

 

Table 6 shows the tolerance values derived by employing the VIF test, 
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Table 6: Collinearity Statistics  
 
 
 
 
 
 
 
 
 
 
 
 
 

By referring to the table 6, it is apparent that there is no strong evidence of 
multicollinearity in the models 1 and 2 used for the study. The VIF values 
are less than 10 and the mean VIF is not substantially deviating from one. 
Therefore, it can be concluded that there is no multicollinearity problem exist 
among the predictors used in this study. 

 

Conclusion and Recommendation 

 

The main objective of this study is to analyze the relationship between 
working capital management and the performance of the manufacturing firms 

listed on the Colombo Stock Exchange. To this end, a sample of 30 
manufacturing firms was used to conduct the study covering the period from 

2013 to 2017.  
Return on assets and Return on Equity were used as dependent variables. 

Independent variables were the Cash Conversion Cycle (CCC), Current 
Financial Assets Ratio (CFAR) and Current Financial Debt Ratio (CFDR). 

Panel Data analysis especially the pooled is used to study the relationship 
between Working Capital Management and manufacturing sector 

performance. 
 

The findings of this study revealed that there is no significant relationship 

between CCC, CFAR, FDR with outcome variable of ROA while CCC, 
CFAR, FDR, and ROE have a significant relationship. The study also 

concludes that manufacturing firms in Sri Lanka need to concentrate on 
conservative Working Capital Management policy and improve their 

collection and payment policy. Considering the above findings this research 
paper is important for policymakers and regulators to make decisions and 

encourage managers and shareholders to pay more attention to effective 
working capital management in the organization. 
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Limitations 

 

This study is limited to the sample of manufacturing firms in Sri Lanka for 
the period of five years from 2013 to 2017. Hence, the findings of this study 

could only be generalized to manufacturing firms which are included in this 
research. In addition to that this study was used Cash Conversion Cycle 

(CCC), Current Financial Assets Ratio (CFAR) and Current Financial Debt 
Ratio (CFDR) as independent variables to find out the impact on Return on 

Assets and Return on Equity. But this research did not take into consideration 
firm size, credit policy, sales growth, technological changes to study the 

influence on performance. 
 
 

Future Research Directions 

 

Future researchers should consider extending the sample size beyond the Sri 
Lankan manufacturing sector. In addition to that researchers can also focus 

on carrying out an analysis at different business cycle like a case study 
approach for selected companies. Further studies also can be considered 

about the different measures of firm performance such as Gross Operating 
Profit, Earning per Share and Dividend per Share rather than limiting the 

performance measures merely to accounting-based measures. 
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