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MESSAGE FROM THE VICE CHANCELLOR 

Wayamba University of Sri Lanka 

 

It is with great pleasure that I write this message for the 8th Sri Lanka 

Economic Research Conference, organized by Sri Lanka Forum of 

University Economists (SLFUE) under the patronage of Wayamba 

University of Sri Lanka. SLFUE is operating as a network of academia in the 

field of economics. This alliance provides many advantages to the university 

academic community and to the country’s economy by being a well-ordered 

center to generate and disseminate innovative concepts in the field. 

Research and development in economics are vital for a country to move 

forward with an accelerated economic growth.  When considering the current 

scenario of Sri Lankan economy and its future expectations, it is high time to 

prioritize the research and development in economics among other fields. 

Therefore, I believe this conference will create a platform for the researchers 

to disseminate their valuable findings for the betterment of national and 

international economies. 

I take this opportunity to congratulate the member departments of Wayamba 

University of Sri Lanka, for taking over the Chairmanship of SLFUE. This 

opportunity has exposed our university to interact with the outside world 

including economists from other universities, through research. I expect that 

this will be a major turning point for Wayamba University’s contribution to 

economic research. The Sri Lanka Economic Research Conference also 

paves the way for continued knowledge sharing which in turn will strengthen 

the bonds created among the participants and improve the research 

capabilities and intentions among all the participants.  

The Wayamba University of Sri Lanka has always encouraged research by 

way of providing adequate grants and assistance and other resources to all 

academic staff members.  Thus, I hereby convey my appreciation to the Co-

chairs of the conference and all who have joined in organizing the 

conference and for bringing this vital opportunity to our university.   

I wish all success to those who will be making their presentations at this 

forum and to all staff members involved in the symposium in various ways. 

Professor EMP Ekanayake 

Vice Chancellor 

Wayamba University of Sri Lanka 

Kuliyapitiya 

Sri Lanka 
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MESSAGE FROM THE DEAN 

Faculty of Business Studies and Finance 

Wayamba University of Sri Lanka 

 

It’s my great pleasure to send a message for the 8th Sri Lanka Economic 

Research Conference (SLERC), organized by Sri Lanka Forum of University 

Economists (SLFUE) under the patronage of the Faculty of Business Studies 

and Finance, Wayamba University of Sri Lanka. The theme chosen for the 

conference is “Economic Empowerment: Challenges and way forward”.  

Doing research is essential to ensure sustainable development as it is 

transformational and essence of benefits pass to the society. Therefore, 

developing research culture in universities is the paramount important and 

SLERC 2019 will provide a common platform for the academia, researchers 

and scholars to acquire new knowledge and to exchange and share their 

experience and findings of the research results and innovative ideas in the 

multidiscipline research potentials in the domain of Economics. 

SLERC 2019 is really an outcome of the team work and commitment of 

many people. I, as the Dean of the faculty, take this opportunity to offer my 

sincere thanks to all academic and non-academic staff in the Faculty who 

being working in different committees to make this symposium a reality.  

Furthermore, I convey my appreciation to all the students of the faculty for 

their immense commitment towards the success of this event. 

I wish a fruitful knowledge sharing and a meaningful conference for all the 

interested parties of the SLERC 2019. 

 

Dr. SK Gamage 

Dean 

Faculty of Business Studies and Finance 

Wayamba University of Sri Lanka 

Kuliyapitiya 

Sri Lanka 
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MESSAGE FROM THE DEAN 

Faculty of Applied Sciences, 

Wayamba University of Sri Lanka 

 

It is with great pleasure that I write this message in offering my 

congratulations for the 8th Sri Lanka Economic Research Conference 

(SLERC–2019), hosted by the Wayamba University of Sri Lanka. 

Research is an integral part of university education.  The SLERC offers a 

tremendous opportunity for the researchers who are engaged in economics to 

present their research findings and share knowledge.  As the Dean of the 

Faculty of Applied Sciences, I am very proud to say that we have played a 

critical role in encouraging, supporting and promoting a research culture 

among undergraduates of the Faculty of Applied Sciences and the 

University.  I firmly believe that SLERC 2019 would be a great platform for 

national and international economists to pursue new research models to fill 

research gaps, and thereby contribute to economic development. 

I gratefully acknowledge the organizing committee of SLERC 2019, 

academic and non-academic staff members of the Wayamba University of 

Sri Lanka, with special note on the academic staff of the Department of 

Industrial Management, who are the outstanding strength in making the 

event a reality. 

I wish this international forum of economists every success and congratulate 

the presenters on their achievement. 

 

Dr. LDRD Perera 

Dean  

Faculty of Applied Sciences 

Wayamba University of Sri Lanka 

Kuliyapitiya 

Sri Lanka 
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MESSAGE FROM THE CONFERENCE CO-CHAIRS 

Sri Lanka Economic Research Conference (SLERC) 2019 

As Co-Chairs, it is our privilege to write this message to the 8th Sri Lanka 

Economic Research Conference (SLERC) 2019 of Sri Lanka Forum of 

University Economists (SLFUE) in which, Wayamba University of Sri 

Lanka is patronage for the conference under the theme of “Economic 

Empowerment: Challenges and way forward”.  

Research and development activities in the discipline of Economics has 

global significance given the current issues and challenges faced by the 

developing nations and Sri Lanka is no exception. Country requires valuable 

intellectual inputs, particularly from economists in understanding dynamic 

economic forces and in formulating appropriate policies to steer the growth 

and development.  In this respect. this time -The Sri Lanka Economic 

Research Conference of the Sri Lanka Forum of University Economists is 

timely important by bringing academics, industry and policy makers in one 

platform to exchange their views and share knowledge gained thorough the 

innovative and policy relevance research findings under the theme of 

Economic Empowerment: Challenges and Way forward. Moreover, this 

conference further enriches with a panel discussion on the theme of 

“Empowering Sri Lankan Economy: Past Experience and Way forward” 

with the contribution of prominent scholars in Sri Lanka will certainly 

provide ample opportunity to create healthy dialogue among economists and 

all other interested parties on the development issues.    

We hope that the conference proceedings will serve as a comprehensive 

completion of the contemporary knowledge and experience and will be a 

platform of resource sharing and building of research capabilities in the field 

of economics. We believe this will serve as a useful reference for policy 

makers as they grapple with some of the critical issues facing Sri Lanka 

today and also stimulate dialogue among key stakeholders who deeply 

concern about Sri Lanka’s economic progress and prosperity. This 

conference is made possible by the hard work of many people who have 

worked with us in planning and organizing this event. Eventually, we thank 

all of them for their commitment, support and motivation for the success of 

this international conference. We wish you all the participants a productive, 

interactive and pleasant time at SLERC 2019. 

 

Dr. RA Rathnasiri Dr.MMDR Deegahawature 

Co-Chair - SLERC 2019 Co-Chair - SLERC 2019  

Chairman - SLFUE-2019 
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Editorial Preface 

 

It is a great privilege for us to present the proceedings of 8th Sri Lanka 

Economic Research Conference (SLERC) of Sri Lanka Forum of University 

Economists (SLFUE) to the authors and delegates of the conference. SLERC 

2019, themed “Economic Empowerment: Challenges and Way forward”, 

provides a unique platform for scholars, researchers and practitioners 

representing all the disciplines of economic to share new insights, innovative 

ideas, research findings, and implications. SLERC, since its instigation at the 

University of Colombo in 2012 has passed through number of successive 

episodes and now has become one of the most recognized conference in field 

of economics in Sri Lanka. The 8th SLERC open ups the stage for the 

scholarly dialogues on “Economic Empowerment”; the most arduous 

challenge faced by all the economics across the globe.   

     

We are honored indeed to be given this important task of editing the 

Proceedings of the 8th SLERC. Of course, this could not have been achieved 

if not for the contribution of dedicated panel of distinguished reviewers 

comprised of eminent Professors and academic experts in the field of 

Economics. We received a fair response to the call for papers from 

prominent universities and institutes. After the independent double-blind 

review process, 53 papers made it into the proceedings on the basis of 

originality, innovativeness, and significance of the research contribution in 

the light of the conference scope. We wish to thank all the authors who 

contributed to the proceedings and to all the reviewers who diligently 

reviewed & submitted their reviews in a timely manner. We would also like 

to extend our thanks to the members of the editorial board and organizing 

committee for their hard work in realizing this task.  

We hope that SLERC 2019 once again has lived up to the standards of all 

our previous conferences. We wish you all an enjoyable conference with 

fruitful deliberations and extend a heartfelt warm to our authors and 

delegates of the conference. With your support and participation, we wish 

the conference will continue its success forever.  

Dr. HMA Herath 

Dr. HMSP Herath  

Editors in Chief - Sri Lanka Economic Research Conference 2019 
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Introduction  

Green revolution has contributed to Sri Lankan agriculture to increase the 

productivity of agricultural lands, and it has enabled satisfying of food 

demand of the exponentially growing population in the country. Even though 

the green revolution intensified food production, the dependence on chemical 

fertilizer usage has widely been increased over time. The excessive use of 

agrochemicals such as inorganic fertilizers and pesticide adversely, in turn, 

create negative consequences on food security, quality and nutritional 

aspects.  

 

It is a foremost important those public institutions involved with the activities 

related to food production to give priority to protect, among others, the 

natural resources and biodiversity under their development strategies. In light 

of this, minimizing the utilization of chemical inputs in crop-based 

production systems are important to conduct research, development and 

relevant interventions which would have high impact. 

 

Since rice production conveys a greater contribution to the Sri Lankan 

agriculture as the primary form of food production, it is greatly felt by the 

natural, social and economic environment of the country than of any other 

crop. The highest proportion of agrochemicals imported to Sri Lanka are 

being utilized for rice cultivation (e.g. over 70 % of national fertilizer usage) 

and it causes to political and social unrests despite being independent in food 

production (Herath et al., 2014). 
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This study dealt with a specific supplementary form of fertilizer application, 

i.e. parachute technique which has been integrated with biofertilizer and 

slow-release urea using rice husk biochar which are the potential outcomes of 

a multi-objective, multi-phase research study currently in place with the 

funding from National Research Council of Sri Lanka. In here, Eco-Friendly 

Technologies (EFTs) were incorporated into the root ball of the rice plant at 

the nursery stage and then healthy seedlings are planted in the field by way of 

‘parachute technique’, i.e. alternative technology to other modes of seed 

establishment including ‘broadcasting’ and ‘transplanting’.  

 

As a core part of this study, the analysis deals with socio-economic aspects 

related to use of this EFT, where the perceptions of paddy farmers, i.e. the 

potential direct end-users of such technologies, were explored. In so doing, 

EFT was evaluated against ‘broadcasting’ (i.e. the most popular technology) 

and ‘transplanting’ (i.e. the best alternative technology) available at present. 

 

Research Problem  

This study attempted to find an answer to the economic research problem of 

what factors can trigger farmers involved with paddy cultivation in Sri Lanka 

to develop and use different eco-friendly farming technologies over and 

above the synesthetic agrochemicals and chemical fertilizers that are 

responsible for creating numerous socio-economic and environmental 

problems at present.  

 

Objective 

The main objective of the study was to assess the attitudes and perceptions of 

potential direct end-users (i.e. farmers) on development and use of a specific 

EFT, namely a modified parachute technique using biofertilizer and rice husk 

biochar, in their paddy cultivations against the most popular and best 

alternative technologies currently available and/or in use in this respect. 

 

Methodology 

This study used six criteria identified through the “expert perception 

analysis” carried out on the same issue (Chandrasiri et al., 2018), i.e.: (1)  

Regulation (RT); (2) Cost of application  (CT); (3) effect on the Environment 

(ET); (4) expected Performance (PC); (5) availability of related Services 
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(SE), and (6) level of Acceptance (AC) to evaluate farmer perceptions. Each 

criterion was, in turn, further strengthened by adding 18 attitudinal statements 

explaining the true nature and behaviour of people, in general, and farmers, in 

particular, and the environment etc. with respect to the criterion it stands for. 

 

A structured questionnaire was developed, which includes, amongst other 

questions to reveal socio-economic and demographic characteristics of 

respondents, those attitudinal statements set against a 10-point Likert-scale 

ranging from ‘extremely poor’ (-5) to ‘extremely good’ (+5) and the EFT in 

concern was always placed at ‘Zero’ on this scale. Data were collected from 

farmers (n=80) engaged in paddy cultivation (full-time) at a stretch (i.e. more 

than 10 years) in Anuradhapura district from August to September 2018.      

   

Data analysis techniques associated with Confirmatory Factor Analysis, 

including the Scale Reliability and Unidimensionality, were undertaken with 

the ‘SPSS’ (Version 25) statistical software to which those six criteria and 18 

attitudinal statements were considered the ‘constructs’ and Indicators/Items, 

respectively. Having established the validity and reliability of data, and mean 

scores related to those criteria and statements were estimated (Jayasinghe-

Mudalige and Henson, 2006).  

 

Results and Discussion 

Descriptive Statistics of the Sample 

The majority of respondents were Male (75%) and nearly 53 percent of 

respondents were educated up to G.C.E. Ordinary Level. About 60 percent of 

respondents own less than 2 Acres of paddy cultivated lands and 68 percent 

cultivated by depending on rain-fed irrigation. Almost all farmers in the 

sample cultivated paddy in both ‘Yala’ and ‘Maha’ season subsequently and 

75 percent of which prefers to have fertilizer subsidy as a material.  

 

It revealed that unavailability of labor force and limitation of water lead them 

to perform broadcasting technique over and above other methods.  

 

The Outcome of the Statistical Analysis 

The results from scale reliability (Cronbach Alpha > 0.7), unidimensionality 

(Principal Axis Factoring > 0.35) tests suggest that the six constructs and 
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corresponding statements taken into consideration (i.e. RT, CT, ET, PC, SE 

and AC) were valid and reliable for further analysis.  

 

The aggregate mean scores derived for six criteria for the scenarios of 

parachute technique against (a) the broadcasting (i.e. popular), and (b) 

transplanting (i.e. alternative) elaborated in Figure 1.  
 

 

Figure 1.  Aggregate Mean Scores for Most Popular Technology and Best 

Alternative Technology with Respect to the Parachute Technique 

 

It highlights that in a number of aspects, including CT (0.63), SE (0.55) and 

AC (1.17), the broadcasting was perceived to be performing better than the 

parachute technique. The negative values on RT (-1.44), ET (-2.49) and PC (-

1.57), in turn, implies that parachute technique was better than broadcasting.  

Similarly, the positive value of 0.19 for SE implies that the availability of 

services in the transplanting was in a better place compared to parachute 

technique. In contrary, the results claimed that the parachute technique was 

better than the transplanting in relation to several other aspects, including RT 

(-0.68), CT (-2.27), ET (-1.28), PC (-1.62) and AC (-2.41).  
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Conclusion 

Although EFTs have been recognized in the literature as generating 

remarkable social and environmental benefits to the society, by large, the 

outcome of analysis highlights that, at the ground level, farmers are more 

concerned about the economic and financial returns associated with moving 

into adoption of such technologies. At the moment, farmers perceived the fact 

that existing regulatory and facilitative policy environment to adopt those 

EFTs is not encouraging. In the light of this, it is important that public 

regulatory institutions and others stand for EFTs should generate both short-

term and direct private and market-based incentives, over and above their 

counterpart, for farmers to shift into those EFTs. 

 

Even though the EFTs to be developed through this research project of 

national interest were acknowledged by potential farmers of which as 

appropriate technologies generating remarkable social and environmental 

benefits to the society, by large, the analysis revealed that, at the same time, 

farmers, as potential end-users, were concerned about the economic and the 

financial returns associated with them, especially in terms of short-term 

benefits over the costs. As a result, the existing more facilitative regulatory 

and facilitative environment for chemical fertilizers in terms of easy access, 

quantifies and other transaction costs discourage farmers to make a 

significant transformation from a world of chemical to an organic. It 

highlights the importance of having proper mechanism to develop and then 

market such EFTs. So that farmers are confident enough to use them in paddy 

cultivations.   
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Introduction 

The risk is inherent in every human activity ranging from social life to 

economic activities. Economic theories identify that financial institutions, 

instruments, and markets arise to mitigate the effect of information and 

transaction costs (Levine, 1999). Insurance holds a key position among other 

financial institutions due to stability and indemnification features of the 

insurance contract. The economic outlook of insurance shows the 

significance of it for the global economy; for instance, insurance spending is 

6.23 percent of World’s Gross Domestic Products (GDP)(Sigma, 2016).  

More specifically, insurance spending for developed countries is around 8–

11% while it is 2–4% for emerging countries (Outreville & François, 2013; 

Ul Din, Abu-Bakar, Regupathi, & McMillan, 2017).  Also, the emerging 

markets represent approximately 21.8 percent of the global insurance market, 

compared to the 78.1 percent signified by advanced markets (Swiss-Re, 

2018).  

 

Research Problem 

Prior studies evidence the existence of significant differences among the 

countries in the development of life insurance sector, and the relationship 

between insurance growth and economic development based on country-

specific socio-demographic and institutional factors (Elango, 2003; Ul Din et 

al., 2017). Moreover, reform of economic activities over the past three 

decades has made significant changes in socioeconomic status and 

institutional environment and affected to change people’s attitudes towards 

risk and insurance. Though the determinants of life insurance demand are a 

research topic receiving considerable attention in the existing literature, only 

a few studies have extended cross-disciplinary assessment, investigating the 

influence of institutional variables on different financial services. Hence, this 
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study attempts to investigate whether institutional governance promotes 

insurance growth.  

 

Objective  

The study aims to examine the status of the impact of the institutional 

environment on the willingness of individuals to enter into life insurance 

contracts.  

 

Methodology 

This study analyzes the influence of institutional environment employing six 

(6) World Governance Indicators (WGI) on the development of the life 

insurance market in Asia. The researcher used Kaufmann, Kraay, and 

Mastruzzi (2010) governance indicators, because individuals base their 

decisions on the perceptions concerning the healthiness of the institutional 

environment in a country and WGI indicators are a reliable measure for those 

perceptions. WGI organizes and summarizes a large and disparate set of 

individual perception-based indicators of governance which permit 

meaningful cross-country and over-time comparisons. The WGI consists of 

six composite indicators of broad dimensions of governance covering over 

200 countries since 1996: Voice and Accountability, Political Stability and 

Absence of Violence/Terrorism, Government Effectiveness, Regulatory 

Quality, Rule of Law, and Control of Corruption (Kaufmann et al., 2010). 

This study employs life insurance density to measure development in 

insurance and assess the association between life insurance development and 

institutional drivers while controlling the other potential factors influencing 

life insurance consumption. Fixed/random and OLS panel regression 

estimations performed controlling the selected socio-economic variables used 

in the previous empirical studies and robustness of the results were examined 

using FGLS. 

 

The study sample consists of 20 countries (10 advanced countries and 10 

emerging countries) from each economic level as per the sigma classification 

(Swiss-Re, 2018). The countries are selected based on their World’s GDP 

share, insurance density/penetration, and their strategic importance. Data is 

collected from 1996 to 2018. 
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The researcher first assessed the regression models between the life insurance 

density and each of WGI scores while controlling the socio-economic 

variables. The Equation 1 shows the empirical model employed in the 

analysis.   

 

 
 

Significant Institutional governance indicators in eq. (1) were then kept and 

performed principal component analysis to estimate prediction for 

institutional governance, and employed it in equation (2) for the composite 

effect of socioeconomic aspects they represent.  

 

Results and Discussion 

Regression results show that only three (3) Worldwide Governance Indicators 

significantly influenced the development of the life insurance market. 

Government effectiveness, the rule of law, and control of corruption. 

Fixed/random effect panel regression model estimates the impact of socio-

economic and institutional drivers on life insurance consumption. The 

Hausman statistics confirmed that the fixed effect model is appropriate for the 

data-set. Also, to check the robustness of the results applied Feasible 

Generalized Least Method (FGLS) to address any sensitivity relating to 

problems of autocorrelation, heteroscedasticity.  

 

Regression results with Institutional Drivers taken individually show that 

only government effectiveness, the rule of law, and control of corruption are 

significantly influencing the life insurance consumption. Then, the researcher 

executed principal component analysis using significant variables and 

developed the prediction for institutional governance index. Table 1 illustrate 

the estimation results of the selected socio-economic variables and significant 
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governance prediction. The Ward statistics and their associated p-values 

indicate the overall significance of the regression models.  

 

Table 1. Results of fixed effects, random effects and FGLS regression 

techniques 

Conclusion 

Heterogeneous development of the life insurance market motivated to explore 

determinants of life insurance demand developed and emerging markets. This 

paper examines the drivers of life insurance consumption from a sample of 20 

Table 01: Results of fixed effects, random effects, and FGLS regression techniques 

Dependent Variable : Life Insurance Density 

 Fixed-effects Random-effects FGLS 

Income  0.50823*** 

(0.09229) 

0.24753*** 

(0.07379) 

0.10602*** 

(0.02479) 

Dependency  -0.02633*** 

(0.00457) 

-0.02767*** 

(0.00461) 

-0.03109*** 

(0.00492) 

Urbanization  0.02885*** 

(0.00745) 

0.02335*** 

(0.00626) 

0.00258 

(0.00320) 

Education  0.00471 

(0.00319) 

0.00730*** 

(0.00313) 

0.01561*** 

(0.00353) 

Life Expectancy  11.41802*** 

(1.22404) 

12.673*** 

(1.20167) 

8.12529*** 

(1.20158) 

Institutional Drivers  0.54201*** 

(0.10029) 

0.54451*** 

(0.09503) 

1.53452*** 

(0.08477) 

Constant  -49.65049*** 

(5.04028) 

-52.61606*** 

(5.04779) 

-29..09741*** 

(5.21036) 

R2  within  0.7675 0.7620  

      Between 0.6598 0.7710  

      Overall  0.6646 0.7697  

  F-test chi2  (P-value) F(6,372) = 204.66 

(0.000) 

(17, 372) = 108.05 

(0.000) 

  

Wald test (P-value) 2736.41 (0.0000) 1245.21 (0.0000) 3118.06 (0.000) 

Hausman test (P-value)  29.46 (0.000)  

Pasaran CD test  -1.034, P=0.3010   

Observations 440 440 440 

The symbols (*), (**), and (***) indicate statistical significance at the 10, 5, and 1 percent 

level, respectively. This table presents fixed effects, random effects, and FGLS estimates. 
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developed and emerging countries for the period of 1996 to 2018. The reform 

of economic activities over the past three decades has made significant 

changes in socioeconomic status and institutional environment, and such 

changes affect people’s attitudes towards risk and insurance (Sen, 2008). In 

this study investigated the role of institutional variables on life insurance 

consumption controlling the selected socio-economic and demographic 

variables analyzed in previous studies.  

 

Findings show that income, urbanization, education, and average life 

expectancy positively and significantly influence on life insurance 

consumption while dependency ratio negatively impacts on the life insurance 

market. The six governance indicators have been analyzed successively while 

controlling the socio-economic variables and found that only three 

institutional drivers are significantly influencing on life insurance 

consumption. They are government effectiveness, the rule of law, and control 

of corruption. Principle component analysis was applied to develop the 

prediction for institutional drivers used in the final estimation. As shown in 

table 01, results revealed that institutional drivers have a positive and 

significant impact on life insurance consumption measured with life 

insurance density.  

 

The governance indicator developed by Kaufmann et al. (2010) measure the 

various aspects concerning the quality of public and civil services in a 

country. Apart from those aspects, most susceptible to influence life 

insurance market are policy instability, quality of public administration, 

governments’ failures to guarantee law and order, and satisfaction with public 

welfare services like education and health. Because of non-availability of data 

on those aspects, this study ignored the focus on those concepts. The findings 

of this empirical study have broad implications for the development of the 

life insurance market in developing countries. The study results emphasize 

the necessity of taking considerable effort for a better governance level, 

particularly the measures protecting the insured’s rights, may have a positive 

impact on life and non-life insurance consumption of the people. Moreover, a 

favorable legal environment and protection of property rights may reduce 

transaction costs and supporting the development of the life insurance market.  
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Introduction 

Agriculture plays a major role in the lives of human beings. According to 

Agumagu et al (2006) livelihoods based on the agriculture includes; farm 

labour, livestock and crop farming, fishery, hunting, processing of food and 

non-timber products etc. The significance of agriculture is more noticeable in 

developing countries like Sri Lanka, as it is the base of domestic economy, 

employment, and food in rural areas. The contribution of agriculture sector in 

the Gross Domestic Product (GDP) of Sri Lanka has reached up to 7.5% of 

the total GDP in 2016 (Department of Census & Statistics, 2017). 

 

Women make important contributions to the agricultural and rural economies 

in many developing countries. Their roles vary significantly between and 

within areas and are changing speedily in many parts of the world, where 

economic and social services are converting the agricultural sector. Along 

with the present Sri Lankan condition, the total unemployment rate is 4.4%. 

But the female unemployment rate is 7.0% while male unemployment rate is 

2.9% (Department of Census & Statistics, 2017). If the unemployed women 

participate in the agricultural sector, it will help both GDP and the 

unemployment problem in the country. 

 

Rural women those who are engaged in agriculture sector often accomplish 

difficult households and pursue multiple employment strategies. Their 

activities normally include manufacturing agricultural crops, nurturing 

animals, preparing food, watering plants and animals, engaging in trade and 

marketing, caring for family members and maintaining their homes. So some 

women may not willing to participate in the agricultural sector because it 

seems to be a tough road (Gamhewage et al., 2015). 

 

 



15 

Research Problem 

Although there is a notability difference in female unemployment rate in Sri 

Lanka compared to the male unemployment rate, now a days females do not 

willing to participate in agricultural work. So, it is necessary to find the 

reasons behind that. Specially, in rural areas, with a background of 

agriculture still young females tend to show unwillingness to join agriculture 

sector. Alibeigi and Amerian (2009) in their study shows that variables such 

as age, family size, and their husband’s age associate with rural women 

participation in agriculture related works negatively in rural areas of Iran. 

Other factors such as education level and the husband’s education level were 

associated with rural women participation in agriculture work positively in 

rural Iran. Al-Rimavi (2002) in his research revealed that age, education and 

number of children have significant relationship with rural women 

participation in agriculture related works. 

 

Objective  

The main objective of this research is to evaluate the women participation in 

urban agriculture. The specific objective is to determine the socio-economic 

factors that effect on the women participation of rural agriculture.  

 

Methodology 

This study was a cross sectional descriptive study conducted from June 2017 

to December 2017 in Palugolla Grama Niladhari (GN) Division, Kotawehera 

Divisional Sectarian (DS) Division, Kurunegala District. The multiple cluster 

sampling method and the convenient sampling method were used to select the 

sample units for the survey. Sample size was calculated as 50 agriculture 

households using the survey-monkey calculator. Interview method was used 

to collect data from the respondents using a structured questionnaire. The 

primary data have been analyzed and presented by using both descriptive and 

inferential statistical techniques. The descriptive techniques include 

percentage, and frequency analysis, while the inferential statistical technique 

used was the Chi- Square Test.   

 

Result and Discussion 

Out of 50 respondents in the sample 62% were participated in agricultural 

activities. Only 38% were not participated in any kind of agricultural 
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activities. Majority of the respondents were in the age group of 50 to 60 years 

(52%), educated up to A/Ls (48%), earned a monthly income between Rs. 40, 

000 to 60, 000 (28%), family size between 4 to 6 (38%), land size between 1 

to 2 acres (42%), land owned by family (52%) and guardians were 

participated in agriculture (92%). 

 

The least number of respondents were in the age group below 18 years (6%), 

educated up to higher education (18%), earned a monthly income above Rs. 

80,000 (22%), family size above 6 (30%), land size below 1 acres (28%), 

land owned by others (48%) and guardians were not participated in 

agriculture (8%). 

 

To study whether there is a significant relationship between women 

participation in agriculture and different demographic factors, Chi squared 

test was performed. 
 

Table 1. Factors Affecting Woman Employment in Agriculture 

Hypotheses 

Chi 

square 

value 

Sig 

value 
Decision 

H01 : There is no relationship between age and 

women participation in agriculture. 

6.869 0.143 Accepted 

H02 : There is no relationship between education 

level and women participation in agriculture. 

7.819 0.020 Rejected 

H03 : There is no relationship between monthly 

income and women participation in 

agriculture. 

7.220 0.065 Accepted 

H04 : There is no relationship between family size 

and women participation in agriculture. 

22.229 0.000 Rejected 

H05 : There is no relationship between land size 

and women participation in agriculture. 

18.793 0.000 Rejected 

H06 : There is no relationship between guardian’s 

participation in agriculture and women 

participation in agriculture. 

7.094 0.008 Rejected 

H07 : There is no relationship between land 

ownership and women participation in 

agriculture. 

11.759 0.001 Rejected 

Source: Field Survey, 2019 
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Conclusion 

There’s a significant association between women participation and variables 

like educational level, family size, land size, guardian’s participation in 

agriculture and land ownership under the 95% confidence level. But 

variables: age and monthly income has no any statistically significant 

association with the women participation in agriculture. Finally, it is useful in 

planning policies and taking proper decisions to eradicate rural poverty and 

improve agricultural work by allowing rural women as entrepreneurs in rural 

agriculture. 

 

Keywords: Family Economy; Rural Agriculture; Socio- Economic Factors; 

Women Employment 
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Introduction 

The soil fertility of Sri Lankan agricultural lands has been drastically 

decreased, making the yield levels to drop. This prompts farmers to apply 

more chemical fertilizer which in turn increase the reduction in soil fertility 

rate without their knowledge. Although, organic materials’ impact on yield is 

not quicker as in chemical fertilizer. Therefore, the integrated nutrient 

management system is the best way forward and was seen as the reduced 

input of chemical fertilizers and the combined use of chemical fertilizers with 

organic materials. For sustainable crop production, use of both chemical and 

organic material that makes plants grow better was proved to be highly 

helpful (Chen, 2006). 

 

Also, the management of Municipal Solid Waste (MSW) and faecal sludge 

(FS) is fast and is becoming a major problem in Sri Lanka. This is becoming 

a massive problem because of the increasing rate of urbanization. However, 

the high organic fraction and high moisture content of MSW is suitable for 

producing good compost (Vidanaarachchi et al., 2006). Thus, this waste 

problem can be minimized up to some extent using MSW as a raw material in 

the composting process. 

 

Another prevailing problem is world prices of chemical fertilizers are 

currently increasing at an increasing rate. This phenomenon occurs due to the 

rising energy cost in the world and increasing production and delivery costs 

of such chemicals. Therefore, to reduce the ever-rising cost of production due 

to this increase in prices, the best way is to reduce the excessive application. 
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Thus, integrated nutrient management plays a massive role and fortified 

compost product maybe the way forward. 

 

Research Problem 

Lack of studies regarding market feasibility on compost products, especially 

with the presence of faecal sludge is a major problem for developers of such 

products. The sustainability of such composting systems depends heavily on 

the acceptance of the end-users. Hence, this study addresses the market 

feasibility and farmer perception, specifically for fortified compost. 

 

Objectives 

The overall objective of the study was to assess farmer preference on fortified 

compost. Specific objectives were;  

▪ To assess preference in terms of Willingness To Pay (WTP) for 

specific attributes of a fortified compost product 

▪ To estimate the demand for product ‘profiles’ that might be able to 

offer to farmers. 

 

Methodology 

Choice-based Conjoint Analysis 

As this research involves the study of farmer preference and choices in a set 

of choice situations, the conjoint analysis technique was used. It is a stated 

preference on non-market valuation method which is derived from 

Lancaster’s theory of values and random utility theory. Here, the additive 

utility function is given by; 

Ui = βjxj + βpxp + εi        (1) 

Where; (Ui) is the utility of ith respondent, (βj) is the coefficient of jth 

attribute, (xj) is dummy value of jth attribute, (βp) is the coefficient of the price 

variable, (xp) is value of price variable and (εi) is error component of ith 

respondent. 

 

After the estimation of the parameters of the model, the marginal willingness-

to-pay value was calculated via; 

MWTP = -1 (βattribute / βp)       (2) 
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Where; βattribute is the coefficient of each attribute estimated from the 

regression and βp is the coefficient of the price variable included in the 

conjoint experiment. Conjoint analysis was concerned with determining the 

joint effect of levels of two or more attributes of stimuli on the total 

evaluative judgments of a set of stimuli. Conjoint methods have been applied 

in a large number of applied marketing research projects especially in product 

design optimizations (Green & Srinivasan, 1990). 

 

Likert Scale Analysis 

Ordinal psychometric measurement of attributes in fortified compost was 

done via a five-point Likert scale. An ordinal variable is a variable that is 

categorical and ordered, in this case, “strongly disagree”, “disagree”, 

“neutral”, “agree” and “strongly agree” indicate the ordinal dependent 

variable (Boone & Boone, 2012). The Likert scale ratings were analyzed 

graphically. 

 

Data Collection and Analysis 

Data were collected from randomly selected 300 vegetable farmers in 

Nuwara-Eliya district representing all 5 divisional secretariat divisions, via 

face to face interviews. The multistage sampling method was conducted to 

select the district which is represents the highest number of vegetable farmers 

in the country. This survey focuses on vegetable farmers because the market 

for compost products is easy to implement in such a cluster. Rank ordered 

logistic regression was employed to assess the relationships between the 

choice and the attributes (a form of compost, distribution method, availability 

of FS and price of compost). STATA 14 was used as statistical software.  

 

Results and Discussion 

Descriptive Statistics of the Sample 

Out of 300 participants, 73 % of the respondents were males while 52.67 % 

of the respondents were in the age category of older than 50 years. More than 

LKR 50,000 of farming income had 38.33 % of the respondents and 60.33 % 

of the respondents was educated up to ordinary level. Most did not have off-

farm income (68 %). When cropping details were considered, the majority of 

farmers cultivated cabbage and most farmers cultivated three seasons per year 

(56.67 %). The majority of respondents cultivated in their own lands (81 %). 
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In the selected cluster most, prominent soil types were clay soil (36.33 %) 

and loamy soil (36.33 %). The high amount of inorganic fertilizer was used 

by the farmers while the majority used both inorganic and organic fertilizers 

(70 %) as the soil input in their lands. 

 

Likert Statement Analysis 

Forty-seven percent of respondents were agreed that they haven’t any 

hesitancy to purchase a product that includes faecal sludge. Majority of 

respondents were strongly agreed to purchase fortified compost at a low price 

than chemical fertilizer (77.33 %) while some are agreed to purchase at the 

same price (45 %) and some are disagreed to purchase the product at a high 

price (38 %). Due to the improvement of soil quality, reduction of the waste 

problem and environmentally friendly manner; 74.67 %, 42.67 % and 73 % 

of respondents were strongly agreed to purchase fortified compost, 

respectively. In the case of demand, 60.67 % strongly agreed to purchase 

fortified compost in next season by confirming the market for the product 

(Figure 1). 

 

 

 

 

 

 

 

 

 

 

 

Figure 1. Response for Likert statements 
 

Note: ST - Statement. (ST1: I do not have any hesitancy in using fertilizer derived from a 

blending of the MSW and human excreta; ST2: I would pay more for the Fortifer than for 

chemical fertilizer as it has both attributes of chemical fertilizers and organic manure; ST3: 

I would buy Fortifer if it was sold at the same price as chemical fertilizer, provided that the 

nutrient value is the same as in case of chemical fertilizer; ST4: I would only buy Fortifer if 

it was cheaper than chemical fertilizer; ST5: I would use Fortifer as it improves the quality 

of the soil of my land; ST6: I would use Fortifer to reduce the waste problem in the country; 

ST7: I would use Fortifer because it is environmentally friendly; ST8: I would surely 

purchase Fortifier for the next season of cultivation) 
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ST7: I would use Fortifer because it is environmentally friendly; ST8: I would surely 

purchase Fortifier for the next season of cultivation) 

 

Rank-Ordered Logistic Regression 

In this model, dummy coding was used for all categorical variables. The 

output showed that there is a significant relationship between choice and 

price of the product. Similarly, it also showed that the choice relies on the 

form of a compost product. Moreover, choice and product distribution 

method exhibit a significant reliance while choice and the availability of 

faecal sludge additionally speaks to a significant relationship between them 

(Table 1).  

Table 1. Results from ROL regression 

Attribute Coefficient P > |z| MWTP 

Form of compost -0.9409356 0.000 -4.18 

Distribution method 0.334319 0.000 1.49 

Comprising faecal sludge 1.139582 0.000 5.06 

Price/kg -0.2251172 0.000 * 

Note: Prob > chi2 = 0.0000, Significance level - 0.05 

 

The Prob > chi2 = 0.0000 tells that the model as a whole is statistically 

significant, as compared to the null model with no predictors. Marginal 

willingness to pay values were calculated by the attribute coefficient values 

divided from the price coefficient. For the form of compost; respondents were 

willing to pay an additional sum of LKR 4.18 if the product is in ‘dust’ form 

rather than in ‘pellet’ form. Thus, it showed that farmers do not like the 

product in pellet form. If the product is distributed to the farm gate, they are 

willing to pay an additional LKR 1.49 for the product. Contrary to the 

expectation, farmers show a very high willingness to pay for the attribute 

‘presence of faecal sludge’ with an additional amount of LKR 5.06. 

 

According to the probability that an alternative was ranked first among choice 

cards, compost product which was in dust form into the on-farm gate 

distribution method with the incorporation of faecal sludge at a price of LKR 

7 getting the highest percentage (65.52 %) to become first in the ranking. 
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Conclusion 

In this study, most respondents were older than 50 years of age and educated 

up to the ordinary level. It implies that the younger generation is not much 

interested in farming. Only the older traditional farmers are farming in their 

own lands because they don’t have any other income method. Also, they have 

a lack of knowledge about emerging problems with modern agricultural 

patterns. Then it is difficult to penetrate a new product into such a farming 

cluster. On the other side prevailing urban waste mismanagement issue in Sri 

Lanka can be minimized by producing compost product using municipal solid 

waste and faecal sludge because this study revealed that there was a high 

demand for such a product among respondents. Results indicated that the 

majority of farmers are willing to purchase this product for the next season. 

 

Keywords: Conjoint analysis; Farmer preference; Fortified compost; 

Marginal willingness-to-pay 
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Introduction 

In current society, Social Media (SM) plays a vital character and it has made 

communication a lot easier than ever with more people could communicate 

with anybody wherever on the planet. When considering SM usage at work, 

by today both organizations and employees have access to various SM 

platforms. Cardon & Okoro (2010) have explained that many companies 

utilize blogs, Wikis, Twitter and other SM platforms for communication, 

sharing information, ideas and best applications for employees. Bennett et al. 

(2010). have stated several benefits of SM use at work; enhance collective 

knowledge, improve knowledge, increase productivity and improve morale of 

employees. However, some researchers have identified some other 

controversial findings on SM usage at work. For instance, Nucleus (2009) has 

found that Facebook access at work causes 1.5 percent drop in productivity. 

According to Dougherty (2013), 77% of employees have access to SM at 

work. Diercksen et al. (2013) have stated that UK employees spend an 

average of 40 minutes in SM every day. Consistent with these facts, 

employees highly tend to use SM at work in addictive behavior. As indicated 

by Kuss & Griffiths (2011), a kind of web dependence can be considered as 

Social media Addiction. 

Many of researchers have identified that there is a positive impact of SM 

usage on Employee Performance of Services (EMP) such as Senanayake et 

al. (2016), Moqbel et al. (2017) etc. Oppositely, Lumumba (2017) has 

identified that there is a negative impact of SM usage on EMP. 

Furthermore, Services Sector in a country is highly sensitive for the dynamics 

of the SM of the country. By today, there is a conventional procedure of 

structural variation, representing in a declining share of agriculture and rising 

share of both industry and Services in Sri Lanka. The contribution of Services 

Sector to GDP (at current market prices) has escalated almost 60% (2017 - 

mailto:malshaperera43@gmail.com
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55.8%) and a similar transformation has happened in the labor market with 

the highest percentage of employed population by Services Sector (2017 - 

45.5%) in Sri Lanka. Based on these, the Services Sector is the largest source 

of the country’s production (Central Bank annual Report, 2017). 

Since different findings on the impact of SM usage at work on EMP have 

been identified by many researchers and there is a lack of attention on 

discussing this topic with respect to the Services Sector in a country, this 

study attempt to fill this literature gap by focusing on this main objective; To 

explore the impacts of SMA on EMP of Services Sector in Sri Lanka. 

Research Problem 

Due to weaknesses in Neoclassical labor- leisure model such as ignoring the 

labor supply decisions of life partners are made and not representing the set 

of choices for people on usage of time, the Household model of labor supply 

was presented. As this model, Market work, non-market (Household) work 

and Leisure activities are the uses of time. Previously, the effect of individual 

choice on them can be individually recognized and can be explored their 

impact on workplace domain and family domain separately. At contemporary 

labor markets today, it cannot be identified due to the development of ICT. 

The Classical theories of the labor market have been challenged by SM 

Usage and addiction while engaging the market work. Further, Leisure is not 

only a substitution for work but also a complimentary item with work today. 

At this kind of scenario, individuals have to understand how do if workers 

enjoy more social leisure rather than market hours at work apparently, as 

rational economic agents who are targeting utility maximization? 

Objective 

The main objective of this study was to explore the impacts of SMA on EMP 

of Services Sector in Sri Lanka.  

Methodology 

Primary data was collected through a survey using structured questionnaires 

(Have given a line with 0- 100 range, testing the respondents’ degree of 

agreement or disagreement) from 241 employees who work in the Services 

Sector organizations using three stages Stratified sampling technique. Simple 
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Regression model (Using Composite indexes) and Partial Least Square 

Structural Equation Modeling were adopted to achieve main objective.  

Results and Discussion 

i. First Analysis 

The results in Simple regression can be presented as below; 

Table 01. Results in Simple Linear Regression Analysis and testing 

model significance 

Model Model 

01 

Model 02 Model 

03 

Model 04 Model 05 

SMA>J

S 

SMA>L

S 

SMA>I

B 

SMA>B

R 

SMA>WF

S 

Coefficient 0.1636 0.2167 0.2068 0.1553 0.2069 

Constant 0.1805 -3.25e-07 -1.16e-06 -3.15e-07 0.00002 

T- Statistics 2.68 3.22 2.60 1.79 2.60 

Sig. P>∣t∣ 0.008* 0.001* 0.010* 0.075 0.010* 

Beta 

Coefficient 

0.1706 0.2040 0.1657 0.1150 0.1657 

Coefficient of 

determinatio

n R2 

2.91% 4.16% 2074% 1.32% 2.75% 

Adjusted R2 2.50% 3.76% 2.34% 0.91% 2.34% 

F- cal value 7.16* 10.37* 6.75* 3.20 6.75* 

Prob> F 0.0080* 0.0015* 0.0100* 0.0704 0.0100* 

P value of 

Jarque-Bera 

Test of 

Normality 

(JB statistic) 

0.1882* 0.1012* 0.4324* 0.0363 0.4323* 

Source: Researcher’s findings using primary data, 2019  

*Significant at 5% Significance Level 

According to above table R2, adjusted R2, and P-values of t-statistics reveal 

positive and significant relationships in models and F-cal, its P- value and P - 

value of JB represent that all models are significant and residuals are 

normally distributed except model 04. 
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ii. Second Analysis 

• Measurement model (Outer Model) 

Considering Reliability of the model with 241 observations, all generated 

outer loading values for the questionnaire items are above 0.7 which means 

that altogether constructs under outer model has Indicator Reliability. On the 

other hand, t- statistics values of all constructs were greater than 2.58. That 

means that all above constructs in the study are completely significance at 

99% significance level. Both above tests conclude that the outer model has 

higher reliability in constructs. Under the Internal Consistency reliability, 

Cronbach’s alpha (CA) and Composite Reliability were computed and all 

were greater than 0.9. That means there is an excellent internal consistency in 

all indicators which reflects the independent variables under this. It 

demonstrates that a high association between items and proves that the 

questionnaire is consistently reliable. 

Considering Validity of the model, researcher has paid attention on two 

validity tests; Convergent Validity and Discriminant validity. Average 

Variance of Exacted (AVE) values of the above indicators were greater than 

the value of 0.5. That means the outer model has the Convergent Validity. 

According to that, all recognized indicators are able to apply for assessing the 

Variables. Fornell & Larcker (1981) have suggested that the square root of 

AVE in each latent variable can be used to test Discriminant validity. This 

study reflects the independent variables definitely and describes that there is 

Discriminant Validity in the constructs of the outer model under while all 

indicators are significant at 95 % significance level (sig. value < 0.05). 

• Structural model (Inner Model) 

It is proven that there is a statistically significant positive impact on EMP of 

Services Sector by SMA. Due to related t- statistics value (7.288) is accepted 

at 95% significance level. Further, the related β Coefficient is 0.356. This 

hypothesis is accepted showing as increase in the SMA by one unit will 

increase the EMP of Services Sector, by 0.356 units. Based on the result of 

this study, it is concluded that 12.7 percent variation of the EMP of Services 

Sector is clearly explained by the independent variable; SMA. When 

considering the results of cross validation, Q2 value for EMP is greater than 

zero, which means this model is considered to have predictive relevance but 

with a weak effect (0.02 ≤Q2 <0.15). 



28 

Conclusion 

Using five composite indexes in simple regression, it is identified that there is 

a positively significant impact of SMA on Job Satisfaction, Life Satisfaction, 

Innovative behavior and Work- Family spillover except Business relationship 

of employees. The one of reason for being model of SMA and Business 

Relationship is insignificant is Business relationships are highly varied by 

matching needs of employees, mutual respect, Trust and Mindfulness rather 

than SM. And, most of business relationships are not built through SM. SM 

only helps to properly maintain the established business relationships. 

Considering R2 and adjusted R2 are not comparably good value due to the 

small sample size for analysis. 

Under measurement model, EMP is constructed using Individual Behavior, 

Organizational Behavior and Family Behavior. Under structural model, this 

study found that there is a significant and positive impact of SMA on EMP of 

Services Sector in Sri Lanka. 

The recommendations are 1. HR managers should conduct programs to 

connect with other employees in same occupation from different countries 

which can be helpful for the success of the organization, through the SM 

platform (e.g.: Skype), 2. Managers should allow higher access of SM for 

some employees. For instance, Sales executives. To achieve their marketing 

targets, through the online groups. (e.g.: WhatsApp group),= and IT 

department should pay attention on developing new SM (e.g.: “Slack” in 

computer Software companies) for solving working related issues. 
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Introduction 

The Sri Lankan Banking Industry has experienced a major boom recently and 

most of the banks have introduced several technology based products and 

services in order to facilitate financial inclusion. It has been a key area of 

interest for the researchers to measure service quality and its impact on 

customer satisfaction. Despite of developed or developing countries, a 

number of researches based on this study area has been carried out 

worldwide. (Jamil and Khan, 2016, Ameme and Wireko 2016). The customer 

plays a key role and therefore customer satisfaction is a must for a bank for 

its survival. Customer satisfaction depends on the bank’s ability to provide 

quality products and convenient services to its customers and now the 

concept is considered as a prerequisite for customer retention, loyalty and 

convenience. (Felix, 2017). Self-service technologies have the ability to 

remove constraint of time, distance and communication. This study 

determines the relationship between technology based self-service banking 

channels and customer satisfaction among state owned and private sector 

commercial banks in Kurunegala District. 

 

Research Problem 

In Sri Lankan context, the banking sector has a major role to regulate the 

financial needs of the society and it is comprised of 02 state-owned and 11 

private domestic commercial banks. (Central Bank of Sri Lanka, 2017). 

Nowadays, the banks face massive and stiff competition because of the 

similar products they offer such as savings accounts, fixed deposits, loans, etc 

and Cohen, Gan, Hwa & Chong, (2007) state that the banks have to 

differentiate these products to overcome this competition. The competitive 

advantage, a particular bank can achieve, will result in building a healthy 
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long-term relationship with the customer and ultimately the survival of the 

bank. Therefore to answer this call, the adaption of technology-based self-

service channels has become a common trend among commercial banks. 

(Ongori, 2013). Despite whatever these banks have achieved along with the 

promotional and marketing campaigns, they were not able to penetrate their 

entire customer base towards technology-based self-service banking facilities. 

Therefore, it is clear that there is some kind of problem between customer 

adaption and their level of satisfaction with self-service technologies. Thus as 

claimed by Gunawardana, Kulathunga, and Perera (2015), it is necessary to 

find out whether the Sri Lankan customers are satisfied with the quality of the 

self-service technologies provided by Sri Lankan commercial banks. 

 

Objectives 

The main objective of the study is to establish the relationship between 

technology based self-service banking dimensions and customer satisfaction 

among state-owned and private sector commercial banks in Kurunegala 

District. 

 

The specific objectives of the study are as follows, 
 

▪ To determine the most commonly used self-service banking facilities 

by bank customers. 

▪ To determine the most successful self-service banking facilities 

provider through a comparison between state owned and private 

sector commercial banks. 

 

Methodology 

Population for this study is selected from the existing personal customers of 

commercial banks of Kurunegala city who are at least use ATM cards. 

Among all the commercial banks of Kurunegala city, two state-owned (Bank 

of Ceylon and People’s Bank) and two private sector banks (Sampath Bank 

and Commercial Bank) were selected based on the highest number of ATM 

locations within the district. Primary data for the study were collected 

through a questionnaire developed by the researcher, which adapted 1-5 

Likert scale. (1= Strongly Disagree, 2= Disagree, 3= Neutral, 4= Agree and 

5= Strongly Agree). Finally, due to the practical difficulty encountered in 
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distributing the questionnaires to all the ATM card users of the Kurunegala 

District, a sample of respondents was selected on convenience basis. 200 

customers were chosen from the selected four banks, 50 each and thereby, the 

sample size was 200, (4 banks x 50 customers = 200). The main analysis of 

the research data was carried out with the use of the statistical software SPSS. 

For the final survey, 200 respondents were ascertained under usage behavior 

and demographic factors. The main objective of the research was to establish 

the relationship between technology based self-service banking dimensions 

and customer satisfaction among state-owned and private sector commercial 

banks in Kurunegala District. Based on the main objective, five hypotheses 

were developed to test the significant impact between each of the five 

independent variable and the customer satisfaction. Hence, multiple linear 

regression analysis was conducted to test the hypothesized relationships. 

Pearson correlation analysis has been applied to check the relationship 

between the self-service technology dimensions and customer satisfaction. 

Apart from the aforesaid statistical techniques, two sub objectives were 

critically analyzed by using frequency distribution tables and charts. 
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Results and Discussion 

The Pearson’s r values were recorded as 0.782 (Ease of Use), 0.693 

(Reliability), 0.723 (Efficiency), 0.694 (Convenience) and 0.687 (Security) 

indicating a positive correlation between all of the independent variables and 

customer satisfaction.  

 

Multiple linear regression analysis was conducted in order to test the 

hypothesized relationships between one dependent variable and five 

independent variables. 

 

𝑪𝑺 =  𝜶 + 𝜷𝟏𝑬𝑶𝑼 + 𝜷𝟐𝑹𝑬𝑳 + 𝜷𝟑𝑬𝑭𝑭 + 𝜷𝟒𝑪𝑶𝑵 + 𝜷𝟓𝑺𝑬𝑪 + 𝜺     (1) 

 

𝐶𝑆  = Customer Satisfaction 

𝛼  = Intercept 

𝛽1𝛽2𝛽3𝛽4𝛽5 = Coefficient of Variables 

EOU  = Ease of Use 

REL  = Reliability 

EFF  = Efficiency 

CON  = Convenience 

SEC  = Security 

𝜀  = Error Term 

 

The coefficient of determination or the R square of this study was 0.739 and 

this shows how the customer satisfaction among the customers of commercial 

banks in Kurunegala district (Dependent variable) varied with Ease of use, 

reliability, convenience, efficiency and security (Independent variables). F 

statistic pertaining to this study is 109.629 and the p value is 0.000. Thus, it 

can be concluded that the overall model is statistically significant and valid in 

explaining the outcome of the dependent variable. 

 

As per the significance among independent variables under the multiple 

regression model, all other quality dimensions are significant except 

reliability and convenience. However, Gunawardana, Kulathunga, and Perera 

(2015) claim the otherwise.  
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As per the results, the estimated regression model can be developed as 

follows. 
 

𝑪𝑺 =  𝜶 + 𝜷𝟏𝑬𝑶𝑼 + 𝜷𝟐𝑹𝑬𝑳 + 𝜷𝟑𝑬𝑭𝑭 + 𝜷𝟒𝑪𝑶𝑵 + 𝜷𝟓𝑺𝑬𝑪 + 𝜺   (2) 

𝐶𝑆 =  𝛼 + 𝛽1𝐸𝑂𝑈 + 𝛽3𝐸𝐹𝐹 + 𝛽5𝑆𝐸𝐶 + 𝜀       (3) 

𝐶𝑆 =  −0.480 + 0.446𝐸𝑂𝑈 + 0.293𝐸𝐹𝐹 + 0.307𝑆𝐸𝐶 + 𝜀   (4) 

 

According to the above multiple regression analysis, the hypotheses were 

tested and out of five hypotheses only three were accepted and two were 

rejected. 

 

The information gathered from the data showed that majority of the existing 

customers use ATM facility more than the other three self-service banking 

facilities. (Proença and Rodrigues, 2011). The percentage of respondents who 

use ATM facility was 63%.  

 

As per the results, it can be concluded that the service quality of the self-

service technologies provided by the private sector banks are in a better 

position than that of public sector banks and as a result, customers of the 

private sector banks are more satisfied than customers of the public sector 

banks. 

 

Conclusion  

The research was able to find several important facts pertaining to the 

customer satisfaction on self-service technologies. When taking managerial 

perspective for the consideration, the findings of the study provide a 

theoretical insight for bank managers, marketing managers of the banks and 

supportive IT managers about the quality levels of self-service banking 

technologies. Thus, the aforesaid parties can ultimately reconsider their 

approaches. (Gunawardana, Kulathunga, and Perera, 2015). 

 

As per the research findings, out of the five independent variables which were 

used to test the impact on the dependent variable (customer satisfaction), only 

three variables (Ease of use, Efficiency and Security) have an impact while 

the remaining two (Reliability and Convenience) do not have an impact on 

customer satisfaction on quality of self-service technologies. Moreover, out 
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of three significant variables, Ease of use was recorded as the independent 

variable with the highest impact. Thus, all the commercial banks, despite of 

being private or public, have to pay their attention on Ease of use and similar 

attention on Security and Efficiency of the self-service technologies offered 

to the general public.  

 

Moreover, as the research carried out a comparison between state-owned and 

private sector commercial banks, two separate recommendations to each 

sector can be given. Thus, the public sector commercial banks have to 

improve their service quality in order to satisfy their customers who stayed 

neutral and to minimize the dissatisfaction of the customers who responded 

negatively. As private sector commercial banks have a majority of positive 

respondents compared to public banks, the management has to take actions to 

further improve the service quality, so that they can secure their position as 

the leading successful self-service technologies provider.  

 

This study was limited to four commercial banks in Kurunegala district, and 

it is recommended to carry out similar type of studies in other main districts 

in order to further validate the findings to see if there are any demographical 

impacts on the customer satisfaction on self-service technologies. In addition, 

it is useful to study other commercial banks other than four banks, which 

have already been studied here.  

 

Keywords: Commercial Banks; Private sector; Public sector; Satisfaction; 

Self-service technology quality. 
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Introduction 

Banks are playing a major role of the financial system in Sri Lanka as all 

other countries in the world. Central Bank is the apex institution of all banks 

in Sri Lanka and it has reported a significant expansion can be observed than 

the past period in terms of the number of banks and the sort of services 

provided. According to Kengatharan (2018) an economy of a country cannot 

function without banks since they are acting as the oil for the wheels that 

keep the economy turning. Commercial Banks have provided a considerable 

contribution to the growth of the Sri Lankan economy over assisting to 

business; improving individuals’ consumption and generating income to the 

country. A sound financial health of a bank is equally significant for the stake 

holders and the entire economy of the country. Hence analyzing the financial 

performance of the banks would be beneficial for both internal and external 

parties. Rauf (2016) evaluates comparative ability of financial performance of 

banks in Sri Lanka.  

 

The financial performance is analyzed comparatively using CAMEL model 

and finally ranked the banks based on the descriptive, correlation and 

regression analysis and the current study uses Hausman and Wald tests to test 

the appropriateness and reliability of the model selected.Evaluating 

comparative ability of financial performance of banks in Sri Lanka is the 

objective of the current study and it is similar with his study.But Rauf 

(2016)has considered only two private commercial banks and two state 

commercial banks over 10 years (from 2005 to 2014) for his study and he 

recommends this study topic for further researches since the result may 

change in future according to the future expected data and his study is limited 

only for four commercial banks in Sri Lanka. Thus the current study is trying 

to address the time gap of the research using data collected from years 2008 

to 2017 while expanding the number of selected banks based on average 
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assets. A study on ‘the financial performance of foreign commercial banks in 

Sri Lanka’ is conducted by Kumari (2017)using secondary data mainly from 

audited annual financial statements of selected banks same as the current 

study.But the current study is mainly focused only the state and private 

commercial banks in Sri Lanka 

 

Research Problem 

The current study address an analysis of financial performance of selected 

state and private commercial banks through the CAMEL framework since 

Rauf (2016)states that this study topic will be a good area for future researchers 

because the result may change in future according to the future expected data. The 

entire performance of any financial institution may not be reflected by its 

financial statements. Thus, whether these are sufficient to reveal the overall 

performance of a company is a general question which emerged. Hence 

identifying the overall conditions strengths, weaknesses, opportunities and 

threats of the banks through deeply analyzing the banks is a prominent need. 

That would create benefits not only to the depositors but also all other stake 

holders of the banks to make their future decisions. At the same time this 

opinion would leads to achieve the ultimate goal of the banks which 

maximize the value of the share holders’ equity. Many researchers have 

studied CAMEL analysis to evaluate the banking performance in various 

countries in several aspects hence this is a best method to evaluate the 

financial performance of a bank.  

 

Objectives 

The main objective of the study is to examine the financial performance 

through CAMEL analysis of the selected commercial banks and compare 

each other. To accomplish the main objective, specific objectives of the study 

are to; 

▪ Examine the influence of capital adequacy on the financial 

performance of selected commercial banks. 

▪ Identify the influence of asset quality on the financial performance of 

selected commercial banks. 

▪ Identify the influence of managerial efficiency on the financial 

performance of selected commercial banks. 
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▪ Identify the influence of earnings quality on the financial performance 

of selected commercial banks. 

▪ Identify the influence of liquidity on the financial performance of 

selected commercial banks. 

 

Methodology 

The numbers of selected banks are 10 banks which are the highest asset base 

in Sri Lanka are selected. In general, there are about 100 observations. Data 

were collected from annual reports of selected commercial banks. All the 

used variables in this analysis are stationary and trustable for using in 

regression model as per the unit root test. The correlation shows that there are 

no multicolleniarity problem between independent variables. The final step 

was regression analysis, researcher used fixed effect model in EVIEWS for 

the analysis after doing the Hausman and Wald test. The study contains two 

regression models for two dependent variables. 

 

 

 

 

 

 

 

 

Figure 1. Conceptual framework of the study 

 

Results and Discussion 

The study runs two regression models for two dependent variables. Based on 

the observations it can be indicated that, ROA is strongly explained by the 

independent variables since the R2> 0.5. Though the overall model is 

statistically significant since F-statistic p< 0.05, only 2 variables are (CA, 

ME) statistically significant at 5% significant level. Accordingly regression 

model for ROA dependent variable is modified by eliminating the 

insignificant variables.  

  

Liquidity Assets 

Capital Adequacy 

Earning Quality 

Asset Quality 

Managerial Efficiency Financial performance 

ROA & ROE 



41 

Table 1. Return on Assets summery of the study 

Model Summary 

R2  0.629 Prob(F-statistic) 0.000 Durbin-Watson stat 1.863 

Dependent Variable : ROA 

Variable Coefficient Prob. 

CA 0.502 0.000 

ME 0.319 0.000 

C -3.161 0.000 

Source: Survey data 

 

The change of ROA is 62.9% and is interpreted by the changes of two 

independent variables capital adequacy and managerial efficiency. The 

overall model is statistically significant as p<0.05 and there is no 

autocorrelation between data. 

 

ROA = β0 + β1CA + β2 ME + ε                              (1) 

ROA=-3.16 + 0.50CA + 0.32ME + ε                      (2)  

 

The next regression model is constructed for Return on Equity. It also 

concludes that the ROE is strongly explained by the selected independent 

variables since R2 is 0.825 and the overall model is statistically significant as 

p<0.05. The selected three independent variables (CA, ME, EQ ) are 

statistically significant while AQ and LI variables cannot express their 

relation with ROE. Thus the regression model for ROE is continuing only by 

the tree significant variables of the study.  

 

Table 2. Return on Equitysummary of the study 

Model Summary 

R2  0.824 Prob(F-statistic) 0.000 Durbin-Watson stat 1.600 

Dependent Variable : ROE 

Variable Coefficient Prob. 

CA 2.587 0.000 

ME 2.003 0.000 

EQ 38.721 0.003 

C -13.942 0.000 

Source: Survey data 
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The change of ROE is 82.4% is explaining by the changes of capital 

adequacy, managerial efficiency and earnings quality same as the overall 

model is statistically significant since the p value is 0.000. 

ROA = β0 + β1CA + β2 ME + β3EQ + ε      (3)  

ROA=-13.94 + 2.59CA + 2.00ME + 38.72EQ + ε    (4) 

    

Conclusion 

Bank Managers should give due attention to the variables of capital adequacy 

and managerial efficiency and quality of earnings to improve the performance 

of banks in Sri Lanka since the study reveals that capital adequacy and 

managerial efficiency earnings quality are key drivers of ROA and ROE of 

commercial banks in Sri Lanka. 

 

Banks can reduce the dividend payouts and increase the retain earnings to 

improve the capital adequacy. Similarly issuing new equity in forms of right 

issues to existing shareholders would enhance the capital adequacy of banks 

and the banks performance also rise thus CAR has significant positive impact 

on banks performance.  It is essential to improve the managerial efficiency in 

order to enhance the banks performance by deploying proper utilization of 

man power, adopting effective working strategies avoiding unequal 

performance standards and developing positive attitudes on employees 

through motivations. 

 

Banks need to improve quality of earnings since it has a significant positive 

impact over banks performance. Adoption of technology will boost the 

operating profits and thereby improve the earnings quality. Indeed increasing 

the provisions for loan losses cause for the better quality of earnings. 

 

The study was limited to the selected ten domestic banks in the country over 

recent ten years. Moreover the current study is limited to the banking 

institution. But the evaluation criteria may have significant influence on non-

banking financial institutions as well. Thus, researcher suggests examining 

the influence of CAMEL parameters to the financial performance of non-

banking financial institutions using the same tools and techniques.   
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Introduction 

Green products ensure the principles of sustainable development, thus 

informed consumers demand more of such products (Maichum et al, 2016). 

Studies have identified that willingness among consumers to pay for green 

products is one of the key forces for producers to focus their attention on 

producing more environmentally friendly products and services (Lanzini et 

al, 2016). However, Sri Lanka being a developing country, has achieved a 

limited success of green products in the mass market, owing to the fact that 

there can be discrepancies between Sri Lankan consumers’ perception about 

environmental issues, their willingness to pay and their actual purchase 

behaviour. This concern has raised a greater importance of understanding the 

perceptions among Sri Lankan consumers towards environmental issues and 

their willingness to pay for consuming green products. At this background, 

this study will be an initial attempt to identify Sri Lankan consumers’ 

perception towards purchasing and their willingness to pay for green 

products. 

 

Research Problem 

The growing significance of green consumption and the increasing purchase 

of less polluting products that reflect environmentally friendly behaviour 

have turned the topic into a popular research issue among scholars. However, 

there exists a great vacuum in literature in this direction in the case of Sri 

Lanka as a developing country. More importantly, Sri Lanka has a limited 

success of green products in the domestic market due to discrepancies 

between Sri Lankan consumers’ perception about environmental issues, their 

willingness to pay and their actual purchase behaviour. Given that, it is highly 

prudent to answer the question of how Sri Lankan consumers’ perception, 

towards purchasing and their willingness to pay for green products has 

developed.  

mailto:naveen@econ.cmb.ac.lk
mailto:kwerawella@gmail.com
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Objectives  

The general objective of this study is to identify Sri Lankan consumers’ 

perception towards purchasing and their willingness to pay for green products 

and specific objectives are,  

 

▪ To identify the relevance of Theory of Planned Behaviour (TPB) in 

order to assess the consumers’ willingness to pay for green products. 

▪ To identify the factors that influence the willingness to pay for green 

products thereby influencing the payment behaviour towards green 

products.   

 

Methodology 

This study is based on a cross-sectional design to gather primary quantitative 

data through structured questionnaire and focus on identifying the factors that 

influence the willingness to pay for green products, thereby influencing the 

payment behaviour towards green products among Sri Lankan consumers. 

The study adopts a random sampling technique to generate a sample of more 

than 200 Sri Lankan consumers. The operational methodology adopted for 

this study is a factor analysis which has three stages. First stage is the 

Exploratory Factor Analysis (EFA) to identify the major factors that 

influence the consumer willingness to pay for green products. Second stage is 

the Confirmatory Factor Analysis (CFA) to confirm the identified major 

factors from the EFA. Finally, the Structural Equation Model (SEM) to 

identify the relationships between the identified factors in the model. Further, 

the study includes the following hypothesis testing. 

 

▪ Hypothesis 1: Eco-Literacy (EL) has a significant positive effect on 

consumer willingness to pay (WTP) for green products in Sri Lanka. 

▪ Hypothesis 2: Environmental Concern (EC) has a significant positive 

effect on consumer WTP for green products in Sri Lanka. 

▪ Hypothesis 3: Normative Beliefs (NB) have a significant positive effect 

on consumer WTP for green products in Sri Lanka. 

▪ Hypothesis 4: Consumer WTP for Green Products has a significant 

positive effect on payment behaviour (PB) towards green products in 

Sri Lanka.  
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Results and Discussion 

Socio Demographic Profile 

Table 1. Socio-Demographic Profile of the Respondent 

 Frequency Percentage 

Gender 

Female 116 53.2 

Male 102 46.8 

Highest level of Education 

Below G.C.E (O/L) 0 0 

G.C.E (O/L) 2 0.9 

G.C.E (A/L) 10 4.6 

Undergraduate 108 49.5 

Diploma 16 7.3 

Bachelor’s Degree 54 24.8 

Post Graduate Diploma 6 2.8 

Master’s Degree 20 9.2 

PhD 2 0.9 

Residential Province 

Western 41 18.8 

Central 25 11.5 

Sourthern  30 13.7 

Northern 12 5.6 

North Central 18 8.2 

North Western 25 11.5 

Sabaragamuwa 27 12.3 

Uva 23 10.5 

Eastern 17 7.8 

Monthly Family Income 

LKR 25,000 or less 8 3.7 

LKR 25,000 – LKR 50,000 30 13.8 

LKR 50,000 – LKR 75,000 33 15.1 

LKR 75,000 – LKR 100,000 46 21.1 

LKR 100,000 or more 101 46.3 

Source: Survey Data 

Table 1 summarizes the general socioeconomic and demographic 

characteristics of the 451 respondents in the sample. The distribution of the 

respondents according to the gender shows most of the respondents are 

females (53.2 percent). Highest education level of the respondent shows that 
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49.5 percent of individuals are undergraduates, 24.8 percent of individuals 

have bachelor’s degree and 12.9 percent of individuals have post graduate 

diploma and above education level. On the other hand, 5.5 percent of 

individuals have G.C.E (A/L) or below education level. To capture the 

individual’s monthly family income, individuals in the sample are classified 

into five income groups as depicted in the table. In the sample, 13.8 percent 

of respondents have a monthly family income from LKR 25,000 to LKR 

50,000. Further, 3.7 percent of respondents earn less than LKR 25,000 as the 

monthly family income and on the other end, 46.3 percent of individuals’ 

family earn more than LKR 100,000 per month. According to the residential 

provinces, majority of the individuals are from Western province (18.8 

percent) and minimum representation is from Northern Province (5.6 

percent). 

 

Results and Discussion 

The EFA was carried out for 32 factors as identified in the literature review 

which affect on consumer WTP for green products. This indicate that the 

results obtained from EFA for the 25 observed variables are reliable. The 

factors identified from literature review with regard to perceived behaviour 

control were ignored from the EFA. Then CFA was conducted to verify the 

factor structure of the identified set of variables as shown in Table 2. 

 

Table 2. Rotated Component Matrix of the Accepted Model 

Observed Variables Components 

  EL EC NB WTP PB 

Check eco-labels 0.769         

Gain information on green products 0.803         

Knowledge on green packages and 

products 
0.758         

Social changes are needed to protect 

environment 
  0.795       

Humans must live in harmony with 

nature 
  0.734       

Environmental problems are important to 

address 
  0.865       

Should care more about environmental 

problems 
  0.774       

Environment protection is needed at   0.437       
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Source: Author generated from SPS 

 

According to Kaiser-Meyer-Olkin (KMO) measure of sampling adequacy, 

this study has a high sample adequacy due to the KMO value of 0.911; 

confirming acceptance of the modified model. The resulting five components 

explain 67% of total variance and were labelled as above table to explain all 

factors related to the underlying features of factors under each category. To 

measure the reliability of latent constructs, the Cronbach Alpha test was 

carried out, and as shown in Table 3 it was more than 0.8 for each of the five 

components. Accordingly, it indicated that the results were highly reliable.  

purchasing 

Environment friendly products reduce 

global warming 
  0.626       

Family's opinion on your eco-friendly 

practices 
    0.574     

Friends' opinion on your eco-friendly 

practices 
    0.834     

Family's opinion on your green 

purchases 
    0.687     

Friends' opinion on your green purchases     0.843     

Pay extra for EFPs for the same 

performance 
      0.778   

Pay extra for EFPs even if it had a less-

appealing design 
      0.591   

High probability of paying extra for 

green products 
      0.785   

You pay extra for EFPs as you replace 

any appliance 
      0.739   

You pay extra for EFPs against non-

EFPs 
      0.830   

Intend to pay more for green products        0.811   

Pay extra for EF manufactured and 

grown products 
        0.567 

Pay extra for eco-labelled products         0.634 

Pay extra for reusable packed products 

(glass, jars, etc) 
        0.838 

Pay extra for low-energy appliances         0.762 

Talk about the benefits of paying more 

for EFPs 
        0.527 

Set a positive environmental example to 

the society  
        0.436 
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Table 3. Results from Cronbach alpha from EFA 

Latent Construct Cronbach Alpha Value 

Eco-Literacy  0.805 

Environmental Concern  0.852 

Normative Beliefs  0.845 

WTP for EFPs  0.918 

Payment Behaviour for EFPs 0.862 

Source: Author generated from SPSS  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Author generated from SPSS AMOS 

Figure 1. Output from the Accepted Model of CFA 
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As shown in Figure 1, all factor loadings for the observed variables are above 

0.5. Higher loadings of variables suggest that consumers’ perception towards 

green products is influenced by Eco-Literacy, Environmental Concern, 

Normative Beliefs, Willingness to Pay and Payment Behaviour. For a model 

to be valid, the CMIN/DF value must be in the range of 1.0-3.0 (Awang, 

2014). Therefore, the accepted model is considered as the best fit model 

extracted from the CFA, with a CMIN/DF value of 2.278 and RMSEA value 

of 0.078. This indicates that the model has achieved the absolute fit. In 

addition, the model is identified as a valid model through achieving uni-

dimensionality with factor loadings greater than 0.5 for all observed 

variables. 

Source: Author generated from SPSS AMOS 

Figure 2. Output from the Accepted model of SEM 

 

The SEM was employed in order to identify the conceptual relationship as 

expressed in the aforementioned hypotheses. The model has CMIN/DF value 

of 2.795 which is in the range of 1.0 to 3.0 as per the model fit requirement. 

However, the RMSEA value 0.093 which is greater than the requirement of 

0.08. Hence, the model has only achieved the parsimonious fit (Awang, 

2014). As shown in Figure 2, Eco-Literacy, Environmental Concern and 

Normative Beliefs have a significantly positive relationship with Willingness 

to Pay for Green Products. Moreover, Willingness to Pay for Green Products 

has a significantly positive relationship with Payment Behaviour for Green 
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Products. As per the coefficient values, Eco-Literacy is impacting 20% of the 

Willingness to Pay for Green Products. Environmental Concern is impacting 

32% of Willingness to Pay for Green Products and Normative Beliefs are 

impacting 93% of consumer Willingness to Pay for Green Products. More 

importantly, consumer Willingness to Pay for Green Products is impacting 

100% towards the payment behaviour for the green products in Sri Lanka. 

According to the SEM, normative beliefs have a comparatively higher impact 

towards willingness to pay for green products in Sri Lanka. As shown in 

Figure 2, the significantly positive relationships confirm that all the 

developed hypotheses are acceptable.  

 

Conclusion  

This study mainly focuses on identifying the factors that influence the 

consumers’ perception towards green products in Sri Lanka. Literature 

Review identified seven major variables that influence the consumer 

perception and willingness to pay for green products. However, the EFA and 

CFA identified only five variables out of seven that influence the consumer 

perception and willingness to pay for green products in the Sri Lankan 

context. The identified major latent variables are Eco-Literacy, 

Environmental Concern, Normative Beliefs, Willingness to Pay for Green 

Products and Payment Behaviour towards Green Products. The study found 

that Eco-Literacy, Environmental Concern and Normative Beliefs have a 

significantly positive impact on willingness to pay for green products in Sri 

Lanka.  

However, the impact of normative beliefs on willingness to pay for green 

products is the most crucial factor in explaining 93% of the consumer 

willingness to pay for green products. This particular finding states that Sri 

Lankans are willing to pay more for green products not because of their eco-

knowledge or environmental concern, but because of the social norms of 

respecting buyers who would purchase green products. Further, the study 

revealed that willingness to pay for green products is explaining 100% of the 

consumers’ payment behaviour for green products. This states that if 

consumers have the willingness to pay for green products, there is a 100% 

guarantee that they would definitely end up purchasing the green products.  

Keywords: Green Products; Theory of Planned Behaviour; Willingness to 

Pay 
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Introduction 

Non-performing loans are those financial assets which do not generate any 

interest or principal repayment for the lending institution. To promise the 

financial sustainability, financial intermediaries are necessary to minimize 

their non-performing loans (NPLs). Proper credit analysis and procedures can 

positively reduce these non-performing loans. Growth in non-performing loan 

is often attributed to failure of credit policy of corresponding institutions to 

select the right borrower. The obligation cannot be solely put on lending 

decision. Some loans may have all qualities of good loan in origination, but 

over the period turn into bad loans. Macroeconomic factors, which are not in 

control of the organizations, may have substantial influence on the non-

performing loan. Determinants of NPL have been analyzed by many 

researchers. Both macroeconomic variables and bank-specific variables are 

found to be influential in NPL (Rifat, 2016). 

  

Sri Lanka is a developing economy of South Asia, it continued with positive 

growth rate in those recent years. Sri Lankan financial system and economy 

are largely based on the banking system. Though lots of studies have been 

carried out to analyze NPL of total banking system, this study focuses on 

determinants of NPL by referring a licensed bank in Sri Lanka separately. 

 

The subject Bank is a licensed commercial bank incorporated in Sri Lanka in 

1986 with 229 branches and 373 ATMs island wide. It has won the "Bank of 

the Year" award by "The Banker" of Financial Times Limited - London, for 

the second consecutive year and the "National Business Excellence Awards 

2010". It has become the third largest private sector bank in Sri Lanka 

with Rs. 453 billion in deposits as of 30 June 2016. 

 

 

 

 

https://en.wikipedia.org/wiki/Sri_Lanka
https://en.wikipedia.org/wiki/Automated_teller_machine
https://en.wikipedia.org/wiki/The_Banker
https://en.wikipedia.org/wiki/Sri_Lankan_rupee
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Research Problem 

Banks have non performing balances due to several reasons. Among them, 

economic situation of the country, income level of the customers, bank’s 

lending /recovering procedures and CBSL rules and regulations are vital.  

 

Therefore bank may pay their close attention to their non-performing loans 

levels and take several actions to keep them as performing loans. Because it 

has a significant impact on bank’s profitability as well as bank’s liquidity on 

deposits. If one bank is unable to pay their deposits on customer’s demand, 

then it will affect to the total financial system which is the major part in 

economy. 

 

Therefore it is important to identify the factors affecting to the Subject 

Bank’s non-performing loans (NPL) level. Because it is a commercial bank 

among the 13 license commercial banks in Sri Lanka. 

 

Methodology 

This study uses time series secondary data, which are spanning from 2008 to 

2018. Those time series secondary data were collected from the respective 

bank’s and Central Bank’s annual and quarterly reports. In order to examine 

the determinants of NPL’s in subject bank, correlation test and multiple 

regression tests were used. According to the previous literature GDP growth 

rate, unemployment rate, inflation rate and interest rate were tested as the 

external variables affected to the NPL. Bank’s credit ratings is the only 

internal variable was tested in this study. Further, bank’s annual gross NPL 

ratio has been considered as the proxy variable to be to determine the NPL 

level. Accordingly, the researcher analyzed and refined the research problem 

using following model framework (Figure 1). 
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Figure 1. Conceptual Framework 

 

Results and Discussion 

According to the Pearson’s Product Movement Correlation Coefficient, GDP 

growth rate and inflation have low correlation on NPL. But credit ratings and 

interest rate have moderate positive correlation. Among the all tested 

variables unemployment has strong positive correlation on the subject bank’s 

NPL level (Significant at 1% level). 

 

Table 1. Results of Correlation Analysis 

 Credit 

Risk 

GDP 

Growth  

Inflation 

Rate 

Interest 

Rate 

Unemployment 

Level 

Non-

Performing 

Loans level 

Pearson 

Correlation 
0.4892 -0.0179 0.3677 0.5304  0.8205 

t-value 1.6830 -0.0538 1.1865 1.8770 4.3061 

Source: Survey data 

 

It has been used the Ordinary Least Squared Method (OLS) to develop a 

multiple regression model. Table 2 shows the generated OLS model. GDP 

growth rate and Inflation are less significant coefficient factors among others. 

But, the model has the adjusted R-Squared value of 0.7548. That is an 

acceptable amount to use this model. 

 

 

 

 

 

 

External Determinants 

GDP  

Unemployment 

Inflation 

Interest Rate  

 

Internal Determinant 

Credit Risk 

Non-Performing Loans 
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Table 2. Results of Regression Analysis (Model 1) 

R Square Adjusted R 

Square 

F-Value Coefficient 

Variable Value t-value 

0.8774 0.7548 7.1581 

C -45.23 -2.343 

Credit Risk 13.38 2.038 

GDP Growth Rate -0.28 -0.915 

Inflation Rate -0.18 -0.933 

Interest Rate 1 2.012 

Unemployment Rate 2.80 2.725 

Source: Survey data 

 

It was generated a new multiple regression model after removing the two 

variables (GDP growth rate and Inflation Rate) which were insignificant in 

the previous model. With the new model all coefficient variables are 

significant at 5% level. Other than that, F-test also used to test the significant 

of the model as all. F-test also shows that the model is significant as all (5% 

significant level). Further, Adjusted R-Squared has improved to the 0.770237. 

That means, this model has 77% representative power to the NPL level of the 

subject bank. 

 

Table 3. Results of Regression Analysis (Model 2) 

R Square Adjusted R 

Square 

F-Value Coefficient 

Variable Value t-value 

0.8391 0.7702 12.1743 

C -26.52 -2.353 

Credit Risk 6.93 1.819 

Inflation Rate 0.58 1.843 

Unemployment Rate 3.47 4.075 

Source: Survey data 

 

Conclusion 

According to the results of this study, unemployment is the most significant 

influential variable among the other variables. It has a positive strong 

correlation on NPL level of the bank. That is, if the situation where the 

unemployment is high, there is a higher probability that bank’s NPL to 

increase. Apart from that, annual interest rate also has a moderate impact on 

the NPL level. Therefore bank should pay their close attention on 
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Unemployment level and general interest rate to decrease the losses arising 

from NPL. 

 

Further bank can use the developed multiple regression model to forecasted 

the future NPL level and make their cash reserves for future losses arising 

from NPLs. 
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Introduction 

Customers begin to demand that products and services be provided without 

damaging the environment, managers need to make decisions that support 

the integration and coordination of environmental practices throughout the 

supply chain (Vachon & Klassen, 2007). Being environmentally friendly is 

a good business sense and it leads tohigher profits. This therefore requires 

companies to integrate their performance and the environmental concern. 

Emerging of Green Supply Chain Management (GSCM) practices enable 

the organization to integrate sustainable environmental practices into the 

firms’ traditional supply chain. Rao & Holt (2005) pointed out that 

organizations, which adopted green supply chain management in the South 

East Asian region ultimately enhanced both competitiveness and economic 

performance. If Sri Lankan industry is to be competitive in world market, it 

should be geared to meet these specific requirements in the near future. 

 

The past few decades show a transformation in Sri Lanka from a traditional 

agriculturally based rural economy with sustainable life styles to a more 

diversified and commercialized economy that ultimately results in rapid 

industrialization. When considering manufacturing sector in Sri Lanka 

there are total of 16,939 companies (ASI 2016). Even though it 

significantly contributes to the economic development of a country, higher 

rate of environmental pollution is one of major criticism due to the higher 

usage of natural resources, emission of harmful gases, and improper 

disposal of waste. Being environmentally friendly is a good business sense 

and highly profitable. Therefore, this is required by companies to integrate 

their performance and the environmental concern. 
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Research Problem 

Due to increased attention to environmental conservation and governmental 

regulations now there is an increasing trend among customers to purchase 

green/eco-friendly products. Prior to adaptation of GSCM practices it is 

important to analyze the impact of this adaptation to the organizational 

performance. Considerable research has been conducted related to these 

two concepts in various contexts. However, findings are an argumentative 

sphere. Some researchers like Rao & Holt, 2005, Zhu et al., 2008, found 

positive relationship between these two variables while others such as 

Montalvo (2008), Bowen et al. (2001a) have found reverse relationship. 

Similarly, some of researchers like Wagner et al. (2001), Corbett & Klassen 

(2006), have found mixed relationship. This inconsistent/ contradictory 

findings and paucity of studies that have done in Sri Lankan context, has 

incurred more stimulation and excitement to investigate the existing impact 

and/ or relationship between GSCM and organizational performance.  

 

Objectives 

This research was aimed; 
 

▪ To examine the effect of overall GSCM practices on organizational 

performance specially referring to the manufacturing companies in 

Colombo district.  

▪ To investigate the degree of adopting GSCM practices for their 

operations. 

▪ To investigate whether the level of adopting GSCM practices vary 

among different manufacturing sectors. 

 

Methodology 

Population includes all manufacturing companies (with 25 or more 

employees) in Colombo district. Accordingly, total of 648 companies were 

considered as per the annual survey of industries conducted by department 

of Census and Statistics (ASI 2016). Based on Morgan's recommendation 

(1970) 234 companies were selected by applying simple random sampling 

method. Questionnaire was the main tool used to collect primary data, 

designed with Google forms send to respondents via email. Questionnaire 

contained 3 sections. Section 1 covered general information related to 
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particular organization and responsible professional to get a simple 

overview of sample. Section 2 comprised with questions regarding various 

GSCM practices including green procurement, Green manufacturing, 

green marketing and reverse logistics adopted by the selected companies. 

Green procurement covered the use eco-friendly methods to order 

materials, consider suppliers who have ISO 14001, purchase reused, 

recycled materials, require suppliers to use eco-labeling, purchase energy 

saving equipment, conduct environmental audit for suppliers. Green 

manufacturing covered the utilization of eco-friendly raw materials during 

production, replacing hazardous substances with that are environmentally 

friendly, generate little or no waste or pollution during production, 

encourage reuse of products and recycled materials, implements internal 

recycling of materials in its production. Green marketing covered the use 

paperless/digital advertising methods, eco-friendly packaging for the 

products, eco-labeling, recycled paper for flyers, mails and other printed 

materials.  

Reverse logistics covered the collection of used products form customers 

for recycling, returns packaging for suppliers to reuse or recycling, 

redistribution of remanufactured products, collects used packaging form 

customers for recycling, remanufacture returned/faulty items Section 3 

included questions regarding firm performance. In here, questions 

regarding environmental, economic and social performance were asked. 

Most of these questions were framed on a 5-point Lickert scale. Total of 

47 questions were included in the questionnaire.  

All components of the questionnaire have got more than 0.8 Cronbach’s 

alpha value indicated higher degree of reliability. However, 138 

valid/completed questionnaires were received with the response rate of 

59%. Statistical measures such as mean, standard deviation and 

percentages were used. Data were analyzed by using one sample T-test, 

one-way ANOVA, and simple linear regression analysis.  Moreover, 

graphs and tables were used to present data. 

 

Results and Discussion 

Descriptive analysis was used to summarize demographic data including 

legal status of company, size of organization, and designation of 

respondent. 
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Table 1. Demographic Characteristics of Respondents 

Demographics   n % 

Legal status   Government 2 1 

 Private 118 86 

 Multinational Companies 18 13 

Size of the organization 25 – 50 27 19 

 51 – 200 57 42 

 201 - 500 28 20 

 Over 501 26 19 

Designation of respondents Procurement manager 25 18 

 Supply chain manager 17 12 

 Marketing manager 36 26 

 General manager 26 19 

 Others  34 25 
Source: Primary Data 

Table 2 represents the results of simple regression analysis. 

Table 2. Results of Simple Regression Analysis 
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 R 0.636 0.585 0.490 0.492 0.744 

R Square 0.405 0.343 0.240 0.242 0.554 

a - Constant 1.687 1.911 2.519 2.382 1.052 

b - Value 0.551 0.435 0.295 0.318 0.703 

Sig t 0.000 0.000 0.000 0.000 0.000 

Source: Primary Data 

Based on findings, it was evidenced that 55.4% variation in organizational 

performance is explained by GSCM practices with strong positive 

relationship. All four dimensions of GSCM practices significantly impact 

on organizational performance. 

 

Pearson Correlation analysis was used to measure the strength of existing 

relationship. The correlation coefficients and relevant P values received by 

each relationship are shown in table 3. 
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Table 3. Results of the Correlation coefficient Analysis 
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Firm Performance 0.738 0.636 0.585 0.490 0.492 

Source: Primary Data 

Correlation is significant at the 0.01 level (2-tailed) 
 

Correlation between independent variable GSCM practices and dependent 

variable organizational performance was 0.738 which implied that there was 

a strong positive relationship. 

 

One sample T-test used to compare a sample mean to a population mean. 

Moderate level value 3 was tested with mean value of GSCM using one 

sample T-test. The results of one sample T-test shown in table 4. 
 

Table 4. Results of One Sample T-test 

                                       Mean Std. Deveviation      P - value 

GSCM practices          3.358 0.751 0.000 

Source: Primary Data 

Since p value is less than 0.05 it was suggested that adaptation of GSCM 

practices by manufacturing industry is at a moderate level. 

 

One-way ANOVA test was used to investigate whether the degree of 

adopting GSCM practices vary among different manufacturing sectors. This 

analysis used to test whether there is a statistically significant difference 

between means of two or more independent variables. Results are shown in 

table 5. 

 

Significance value of the GSCM practices were greater than 0.05 which 

implied that model is insignificant; hence it depicts that level of adopting 

GSCM practices do not vary among different manufacturing sectors. 
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Table 5. Results of the one-way ANOVA test 
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n 28 16 12 5 19 13 7 12 7 9 10 

% 20 12 9 4 14 9 5 9 5 6 7 

Mean value 3.48 3.37 3.35 3.08 3.65 3.26 3.43 3.29 3.08 3.84 3.06 

F 

Sign. 

0.888 

0.546 

Source: Primary Data 

Conclusion  

Study findings reveal that there is a strong positive relationship between 

GSCM practices and firm performance. Further, it was found that all 

dimensions of GSCM practices (green purchasing, green manufacturing, 

green marketing and reverse logistics) were significantly impact on firm 

performance (in terms of environmental, economic, and social performance). 

Green purchasing was key driver which influence on firm performance in 

manufacturing industry. 

 

Further findings reveal that level of adopting GSCM practices by Sri Lankan 

manufacturing industry was at a moderate level. Also, the level of adopting 

GSCM practices do not vary based on manufacturing sector. Further it is 

observable that developing countries like Sri Lanka are at their initial stage of 

applying green initiatives to operations of the firms. Especially, practices 

such as conducting environmental audit for suppliers, require suppliers to 

have eco- labelling, use eco-friendly packaging for products should gained 

more attention in practicing among Sri Lankan manufacturers. Among the 

dimensions of GSCM practices, green purchasing was the most influential 

factors which affect firm performance. 
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Based on findings it could be recommended to organizations to implement 

internal regulations and projects in expanding the extent of using GSCM 

practices, implement marketing strategies to make awareness among public 

regarding green initiatives of company. Also assure to obtain 100% 

commitment from top management regarding implementing and regular 

monitoring of green practices, set a separate project unit to implement, 

coordinate and monitor environment management systems, promote 3R's 

(reuse, reduce, recycle) within organization. It is advisable to firms which 

still do not obtain ISO 14001 certification to follow the procedure to receive 

certificate which stipulate the standards and criteria related to environment 

management system. 

 

Further government regulatory bodies should enforce laws and regulations 

while implementing policies to expand the level using green practices by the 

firms. Government should provide support, monetary aids, and grant loans 

with no interest to the firms. Moreover, government should implement 

rewarding systems like providing incentives, tax reductions and so on for the 

eco-friendly organizations. 

 

Keywords: Green Supply Chain Management Practices; Organizational 

Performance; Manufacturing Industry; Colombo District 
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Introduction  

Banking sector in Sri Lanka performs a dominant role in the financial sector 

as other countries in the world. As a percentage, it represents 60.3% of total 

assets from the financial sector in Sri Lanka). It is comprised with 25 

Licensed Commercial banks and 7 Licensed Specialized Banks as at 2017. 

However, Licensed Commercial Banks plays a vital role in banking sector in 

Sri Lanka holding a 52.3% of total assets from the financial sector as at 2017 

(CBSL, 2017).  In a country where the financial sector is dominated by 

commercial banks, any failure in the sector has an immense implication on 

the economic growth of the country (Ongore & Kusa , 2013). It is evident 

that banking sector closely related to the economy of the country. Sound and 

pofitable banking sector is able to withstand negative shocks and contribute 

to the stabiltiy of the financial system. Soundness of a bank is larglely 

depends on the financial performance (Makkar & Singhe, 2013).  

 

Research Problem 

There are 25 Licensed Commercial Banks in Sri Lanka. It can be categorized 

as 2 state banks, 11 domestic private commercial banks and 12 foreign 

commercial banks. As per the banking sector report-2017 presented by First 

Capital Holding PLC, from the overall banking sector, domestic private 

commercial banks hold 45% of market share and state banks holds 

46%.Whether the state owned banks hold a large percentage from the 

banking sector, some scholars evident that private commercial banks in Sri 

Lanka performs well rather than state owned banks (Anojan & Nimalathasan, 

2014; Rauf, 2016). Therefore, it is important to evaluate the determinants of  

the financial performance of private commercial banks in Sri Lanka. CAMEL 

approach is more important in explaining the financial performance of a 

commercial bank. CAMEL stands for Capital Adequacy, Asset Quality, 
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Management Efficiency, Eanings Ability and Liquidity Management. These 

parameters represents important dimentions of a commercial bank. Therefore, 

most of scholars used CAMEL variables to determine the financial 

perfomance of commercial banks. This study focuses on “what are the 

impacts of CAMEL variables on the financial performance of private 

commercial banks in Sri Lanka?” 

 

Objectives 

Main objective of the study is to identify the impacts of CAMEL variables on 

the financial performance of private commercial banks in Sri Lanka. And, 

specific Objectives as follows, 

 

▪ To identify the relationships of CAMEL variables on the 

financial performance of private commercial banks in Sri Lanka. 

▪ To identify the most influential factor on the financial 

performance of private commercial banks. 

 

Methodology 

This study is based on secondary data gathered from annual reports of 

selected commercial banks, publications of Central Bank of Sri Lanka and 

other publicly available data for ten years from 2008 to 2017. The target 

population of this study is comprised with all domestic private commercial 

banks in Sri Lanka.  Six domestic private commercial banks have been 

selected as the sample and selected banks are as, Commercial Bank of Ceylon 

PLC, Sampath Bank PLC, Hatton National Bank PLC, Seylan Bank PLC, 

National Development Bank and Nation Trust Bank. 

 

The collected data are analyzed using Econometric views Software (E-Views 

8). Dependent variables of the study are Return on Asset (ROA), Return On 

Equity (ROE) and Net Interest Margin (NIM). CAMEL framework is used to 

proxy the independent variables. Earning Ability is not used in order to 

measure the financial performance due to the fact that earnings ability can be 

measured using ROA, ROE & NIM (Ongore & Kusa , 2013). Log-Log 

Regression Model and t-statistics are used to determine the impact of the 

variables on the financial performance. Multicollinearity is tested before the 
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regression analysis. For this study, the following regression model is used to 

determine the impacts of independent variables on dependent variables.  

Log(Π) = α0 + α1 ∗ Log(CA𝑖𝑡) + α2 ∗ Log(AQ𝑖𝑡) + α3 ∗ Log(ME𝑖𝑡) + α 4 ∗

Log(LM𝑖𝑡) +  ε𝑖𝑡…… (1) 

 

Where: 

Π = Performance of private commercial banks i at time t as expressed by 

ROA, ROE, NIM 

α0 = intercept 

α1 - α4 =Coefficient parameters 

CA = Capital Adequacy of Bank i at time t 

AQ = Asset Quality of Bank i at time t 

ME = Management Efficiency of Bank i at time t 

LM = Liquidity Management of Bank i at time t 

ε = Error Term where i is cross sectional and t is time identifier. 

 

Results & Discussion 

Before the regression analysis multicollinearity has been tested using 

correlation coefficients. If the correlation coefficient between the independent 

variables is above 0.8, there can be seen a problem of multicollinearity 

(Gujarati D. , 2003). However, below table shows that there is no 

multicollinearity problem between the independent variables.  

 

Table 1. Correlation between Independent Variables 

Variables CA AQ ME LM 

CA 1    
AQ -0.13577 1   
ME -0.22189 0.41793 1  
LM -0.23311 0.14887 -0.2181 1 

 

Below table summarized the regression results of ROA, ROE and NIM. ROA 

and ROE regression models were conducted using random effect model while 

NIM was conducted using the fixed effect model. 
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Table 2. Summary of the Regression Results 

 
 

 MODEL 1 MODEL 2 MODEL 3 

   Random Effect Model Random Effect Model Fixed Effect Model 

 
 

 ROA ROE NIM 

Constt 
 Coefficient -3.7120* -3.3539* -1.7056* 

 Prob.   0.0000 0.0000 0.0048 

Log(C) 
 Coefficient 0.5354*    -0.3181** 0.2577 

 Prob.   0.0003 0.0186 0.2201 

Log(A) 
 Coefficient -0.1663*  -0.1780*     0.1885** 

 Prob.   0.0001 0.0000 0.0204 

Log() 
 Coefficient     -0.2434*** -0.2158 0.2088 

 Prob.   0.0944 0.1213 0.3470 

Log(L) 
 Coefficient   -0.1732**     -0.1330*** 0.0770 

 Prob.   0.0379 0.0939 0.4916 

 R2 0.539136 0.42374 0.417493 

 Adjusted R2 0.505619 0.381831 0.312642 

 F statistics 0.000000 0.000003 0.000702 

  Note: Single, double and triple asterisks denote significance of coefficients 

at 1%, 5% and   10 % significance levels respectively.  

 

According to the generated results from eviews, researcher interpret the 

regression models as follows, 

ROA = −3.7120 + 0.5354 ∗ Log(CA𝑖𝑡) − 0.1663 ∗ Log(AQ𝑖𝑡) − 0.2434 ∗

Log(ME𝑖𝑡) −  0.1732 ∗ Log(LM𝑖𝑡)                                                 (2)  

ROE = −3.3539 − 0.3181 ∗ Log(CA𝑖𝑡) − 0.1780 ∗ Log(AQ𝑖𝑡) − 0.2158 ∗

Log(ME𝑖𝑡) − 0.1330 ∗ Log(LM𝑖𝑡)                                                    (3)  

NIM = −1.7056 + 0.2577 ∗ Log(CA𝑖𝑡) + 0.1885 ∗ Log(AQ𝑖𝑡) + 0.2088 ∗

Log(ME𝑖𝑡) + 0.0770 ∗ Log(LM𝑖𝑡)                                                  (4) 

As per the regression results of the study, correlation coefficients of capital 

adequacy with ROA and ROE are significant at 5% significance level. 

However correlation coefficients of capital adequacy with NIM is not 

significant at 5% significance level. Considering the overall impact of the 

capital adequacy, it has a positive and significant impact on the financial 

performance of private commercial banks in Sri Lanka. This results is 

consistent with some earlier studies (Ongore & Kusa, 2013; Banerjee & 
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Mujumdar, 2014). Correlation coefficient of asset quality has a significant 

impact on ROA, ROE and NIM. The relationship between asset quality and 

the financial performance of private commercial banks was negative. This 

indicates that high asset quality or low non-performing loans lead banks to be 

profitable (Ongore & Kusa , 2013).  

The result of the asset Quality is in line with the result of Ongore & Kusa, 

2013 and Muhmad & Hashim, 2015 while it is contradactory to some 

previous studies (Benerjee & Mujamdar, 2014; Echekoba, Egbunike & Ezu, 

2014). The other factor of CAMEL was management efficiency which was 

measured by total operating cost to total operating income. Correlation 

coefficients of management efficiency with ROA, ROE and NIM are not 

significant at 5% significance level. The result is consistent with the study of 

Echekoba, Egbunike & Ezu, 2014. However, it is contradictory to the Ongore 

& Kusa, 2013. Endmost factor of this study was liquidity management and it 

was measured by total loans to total deposit ratio. Overall results of liquidity 

management indicates that there is no significant impact on the financial 

performance. This is accepted by the study of Ongore & Kusa, 2013. And, 

management efficiency and liquidity management shows a negative 

relationship with the financial performance of private commercial banks in 

Sri Lanka. 

  

Conclusion 

The results of the study revealed that capital adequacy has a positive and 

significant impact on the financial performance of private commercial banks 

in Sri Lanka whereas asset quality has a significant negative impact on the 

financial performance. Management efficiency and liquidity management 

have a negative relationship with the financial performance of private 

commercial banks and the impacts were not significant.  

 

According to the overall result of the study revealed that most influential 

factor on the financial performance is capital adequacy of private commercial 

banks in terms of the coefficient parameters and the significance level of 

independent variables. Limitations of this study were that only publicly 

available data had been used to conduct the study. Because, banks unable to 

disclose more information due to sensitivity issues. More statistical test had 
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to be performed in order to obtain results of the study. And, small smaple 

created several analytical issues. 

 

Keywords: CAMEL Variables; Financial Performance; Net Interest Margin; 

Return on Asset; Return on Equity 
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Introduction 

With continuously increasing the global warmth and climate changes, the risk 

which are environmental, social, economic and health disasters is a major 

challenge that facing the current world. As Sri Lanka is a developing country 

environmental pollution has become major problem. With increasing the 

collection of garbage day by day, road traffic noises, air toxic waste, 

lessening landfill space, people who are living in urban areas has been 

aggrieved. Thereby health of the human and animal beings become risk. 

Environmental sense and Health paly the most important role in the buying 

behavior regarding foods and other items (Majumdar, 2015). Therefore, their 

purchasing behavior shift from traditional products to the products which 

have green attributes. As a result of that, behavior of the market segmentation 

for green products have been promoted in the world market.  

 

A new market segment is called as green marketing. Most of the 

developments of consumer goods are taken place eco-friendly products like 

organic foods, home appliance (electronic etc.), automobiles (Hybrid car), 

clothing etc.  Some researchers identified that electrical and electronic waste 

(e-waste) which is one of way for environmental pollution are generated as 

the results of increasing the technological and economic activities in 

developed and developing countries. Electronic waste is defined as the piece 

of electronic equipment which is at the end of its effective life (Sitaramaiah & 

Kumari, 2014). Same as the other developing countries in Asia and Africa, 

Sri Lanka face problem regarding e-waste from both locally produced 

products and imported products. Last few years’ importation of electrical and 

electronic appliance to the country has been increased (Samarakoon, 2014). 

 

mailto:piumigunasekara94@gmail.com
mailto:duleepa@ssl.sab.ac.lk
mailto:rathna@ssl.sab.ac.lk
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Research Problem 

Though there are many ways of e-waste, one of the ways which are home 

appliance represent high proportion in Sri Lanka. E-waste collection in Sri 

Lanka 2012 is 177 609 Kg (Samarakoon, 2014). Generally, Sri Lanka 

generate e-waste nearly between 70 and 75 metric tons (Daily mirror, 2018). 

With the aim of protecting the environment, most of the leading companies 

who produce and sell the electronic home appliances tend to do their 

production and marketing with regarding green elements in sustainable way. 

Due to the NCPCSL (2018) 79 percent of Sri Lankan perceive that selecting 

the eco-friendly products than normal products are a consumer’s 

responsibility.  As results of the consideration of environment by people, 

pollution index has been decreased from 149.14 to 57.77 

(www.numbeo.com). Even though eco-friendly products with related to the 

electronic products have been introduced as a one of the solutions for 

environmental pollution NCPC has found that there is a less amount of trend 

which use the eco-friendly products in people of rural area (24%) than urban 

area (76 %). There is a large discrepancy of consumption of green products 

between rural and urban areas in Sri Lanka.  

In Sri Lanka, there are several researches have been done under the green 

marketing areas. Most of them cover the topics of green segmentation 

regarding to the demographic profiles, social influence, and consumer’s 

beliefs. But there are less amounts of researches which are investigated green 

purchasing behavior regarding perception of eco-advertisement, eco-label, 

eco-brand, environmental awareness, economic benefits, government 

initiative, and willingness to pay, health consciousness with demographic 

factors. Furthermore, there are a smaller number of researches done under the 

topic of factors affecting for consumer’s purchasing behavior on eco-friendly 

products with special reference to the electronic home appliances. Because of 

that most of the researches have done under the field of cosmetics, hotels, fast 

foods etc. In order to fill the gap based on existing literature, this research is 

conducting. 

 

Objectives 

Hence the main objective of this study was to explore the factors affecting for 

the consumer’s purchasing behavior of eco-friendly electronic home 

appliances in Sri Lanka. As well as at the beginning of the study, four sub 

http://www.numbeo.com/
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objectives were developed. Those four sub objectives are, to identify the 

factors which must be included to improve the green purchasing behavior, to 

identify the consumer’s awareness of legal regulations towards protect the 

environment which are implemented by government, to identify the 

consumer’s ability to identify the eco-labels and eco-brands in Sri Lanka, to 

identify the consumer’s purchasing behavior of eco-friendly electronic home 

appliances regarding the residence. 

 

Methodology 

The study focused fifteen variables to check the impact on green purchasing 

behavior towards electronic home appliances. Primary data were collected 

through the questioners. The 300 respondents were selected using by multi-

stage cluster sampling technique from 10 grama niladari divisions belong to 

Balangoda and Imbulpe Divisional Secretariat in Rathnapura district. Factor 

analysis was used to create the latent variables while binary logistic 

regression was used to derive the final best fitted model towards achieve the 

main objective. Also, suitable descriptive statistics were used to analyze the 

sub objectives.  

 

Results and Discussion 

The variables of age, gender, marital status and residence have no any 

relationship between consumer’s purchasing behaviors of eco-friendly 

products. Therefore, binary logistic regression was run excluding these 

variables. When consider these variables without monthly income level as 

whole under the binary logistic regression, the results have shown that the 

variables of perception of environmental advertisements, perception of eco-

brand, price, perception of economic benefits, government initiate and 

educational level are important factors to make affection towards consumer’s 

purchasing behavior of eco-friendly electronic home appliances. The variable 

of monthly income was not used under the multicollinearity problem. 

Excluding the variable of government initiate, other variables have positive 

trend towards making purchase of electronic home appliances. Government 

initiate has negative trend.  The price has 62.2 percent to have good attitudes 

toward making the purchasing decision on eco-friendly home appliances 

while there is almost 61.6 percent chance of making good purchasing 

decision by perception of economic benefits.  When consider the government 
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initiate in to green market, there is almost 60.6 percent less chance of making 

good purchasing decision towards eco-friendly electronic appliances.  Same 

as there are almost 66 percent and 82.2 percent chance of making good 

purchasing decision by perception of eco-brand and perception of 

environmental advertisements. In the variable of educational level has four 

categories such as below GCE O/L or O/L, GCE A/L, graduate and post 

graduate. The reference category is below GCE O/L or O/L. The consumers 

who have educational level at A/L, have 78.8 percent to intend for making 

purchase the eco-friendly products compared to the below GCE O/L or GCE 

O/L while there is 60.6 percent chance for graduates compared to the below 

GCE O/L or GCE O/L. Among them perception of environmental 

advertisements has highest impact on making purchase while government 

initiate has less impact on making purchase. Moreover, regression analysis 

revealed that awareness of environmental issues, perception of eco-label, 

social influence and health consciousness have no impact on making 

purchase. When consider about identify the ability of eco-brand and eco-

labels, results of this study have found that more Sri Lankans have ability to 

identify the eco-brands and eco-labels. Because respondents have mentioned 

that 94% of respondents can identify the eco-brands and 76% of respondents 

can identify the eco-labels.  Same as majority respondents (38%) are aware of 

the rules and regulations moderately which are implemented by government. 

Furthermore, respondents who are in urban area make purchasing decision 

towards eco-friendly electronic home appliance than respondents who are in 

rural area by 0.7%. 

 

Conclusion 

Hence these findings facilitate to enhance the green purchasing behavior of 

consumers and create new market opportunities for the marketers of eco-

friendly products and enhance the environmental quality. Therefore, among 

the people awarenesses of environmental issues, perception of eco-label and 

health consciousness should be increased and encourage to improve their 

knowledge as well as people should be encouraged to swap their knowledge 

regard eco-friendly products. Also, it is better to encourage communicate 

information regarding eco-friendly products among the people and it will 

useful to create encouragement among the people to make purchase decision 

towards eco-friendly products more.  It can be suggested for marketers to 
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establish the standardized eco-label system with the support of the 

government. As well as marketers, government should involve to establish 

the ideas in the consumer’s mind about importance of the eco-labels.  

Furthermore, consumers should be informed about the implemented legal 

rules and regulations by government as well as benefits which can be taken 

form eco-friendly products. 

 

Keywords: Binary logistic regression; Consumer’s purchasing behavior; 

Eco-friendly products; Green consumption of electronic home appliances  
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Introduction 

The banking industry is one of the main sectors of an economy. A bank is a 

financial institution that involves economic activities at national and 

international level. Accepting deposits from public, lending money, paying 

bills, leasing activities, paying for standing orders, exchanging foreign 

currency , crediting for government and private sector and issuing credit and 

debit card for customers are some of the main activities of a bank. Among 

them, when considering the credit card market, there can be seen a rapid 

growing pattern in Sri Lanka. There was a time in our country that only 

businessmen, few women those have financial acumen, and corporate 

customers carry a credit card with them for transactions. However using 

credit card is becoming a part of everyday life. 

 

Research problem 

By 2015, there were 824,309 card users in the country, with a total 

outstanding debt of Rs. 29.99 billion. It is a pretty low penetration compared 

to global standards, particularly in comparison to advanced economies or 

countries. According to Central Bank Report (2016), there is an observable 

upward trend in credit card usage. As of September 2016, there are 1,115,299 

active credit cards in use. Of these, 31,289 are accepted only locally, while 

1,084,010 (over 97%) are accepted globally. As of September 2016, there 

was a total outstanding balance of Rs. 59 billion, which can be further broken 

down to local Rs. 1.199 billion and global Rs. 57.894 billion.   

 

Hence, the primary purpose of the present research was identifying the 

significant variables that affecting to lower demand of credit card as such 

study is not yet well documented in the Sri Lankan literature (Silva & 

Patabedige, 2016). As an innovative Bank in Sri Lanka, the selected Bank for 
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the study maintains well customer base and customer relationship. According 

to the discussion made with executives and the manager of the branch and 

relevant departments, nearly 1300 savings accounts were opened in 2018, out 

of that about 40% (520) saving account holders are eligible to apply for credit 

card. But only about 200 credit cards (15%) were issued during the year. 

Among these, about 60 credit cards were returned. As an average, their credit 

card target was about 100 cards per month in 2018. According to their 

product target report they have issued about 30 credit cards on average per 

month. Consequently they have done many promotional activities such as 

decreasing interest rate, giving offers, cut off the annual fee, and promotional 

programs to increase the demand of credit cards; and the of demand increased 

insignificantly due to these activities but they couldn’t able to achieve their 

target. According to the executives of branch’s card operations, when 

considering the Branch customer base there is a lower demand from the 

existing eligible customers.  

 

Objectives  

The present study specifically focuses on how credit card attributes namely, 

Credit Limit, Bank Charges and Larger Acceptance affect low demand of 

credit cards by existing eligible customers, as literature more silent on those 

areas in the Sri Lankan context. 

 

Methodology 

Hundred (100) of existing eligible customers were selected as the sample of 

present study through convenience sampling method as security, privacy, 

legal and ethical concerns of the selected bank prevent the researcher from 

the access to a sample frame provided by the bank. The demographic profile 

of respondents is given in Table 01. 

 

A self-administrated questionnaire was distributed to collect data. It consisted 

of 19 items to be measured on a five point likert scale from 1 – 5. The 

cronbach’s alpha was between 0.7 and 0.8 for all variables in the present 

study. 

 

Research data were analyzed through descriptive statistics (Mean, Standard 

deviation) and Pearson’s correlation analysis in order to estimate the 
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relationship between dependent variable and independent variables using 

SPSS version 20. Regression analysis was used to investigate the impact of 

independent variables and dependent variable. As indicated by Tabachnick 

and Fidell (2001) simple regression analysis is required to apply a model, 

which has more than one independent variable. For the present study multiple 

regressions has been used, because there are three independent variables in 

the study. By using regression, it is attempted to find the factors that affect 

the credit card demand.  
 

Table 01.   Demographic profile of respondents 

Profile  Frequency/% 

Age Category   

18-24 26 

25-34 21 

35-44 9 

45-54 17 

55-64 17 

Above 64 10 

Total 100 

Professional Level   

Executive Level 24 

Managerial Level 18 

Businessman 36 

Other 22 

Total 100 

Income Level    

25000-50000 32 

50001-75000 28 

75001-100000 18 

100001-250000 15 

250001-500000 7 

Above 500000 0 

Total 100 
 

Development of hypothesis 

Following hypotheses were developed in line with available literature. 

Hypothesis 01: Credit Limit has significant impact on Credit Card Demand 

Hypothesis 02: Bank Charges has significant impact on Credit Card Demand 

Hypothesis 03: Larger Acceptance has significant impact on Credit Card 

Demand 
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Results and discussion 

The relationship between credit card attributes and credit card demand were 

tested by using correlation analysis. The Table 02 below shows the results. 

 

According to the table 2, Pearson’s coefficient of correlation between credit 

limit and Credit card demand is r = 0.554 and significant level was p<0.05. 

So there is a positive relationship between this independent variable of Credit 

limit and Credit Card demand. 

 

Pearson’s coefficient of correlation between Bank Charges and Credit Card 

demand is r = -0.527 and significant level was p<0.05. So there is a negative 

relationship between Bank Chargers and Credit Card Demand. Also 

according to the table, Pearson’s coefficient of correlation between Large 

Acceptance and Credit Card demand is r = 0.973 and significant level was 

p<0.05. Therefore there is a positive relationship between Large Acceptance 

and Credit Card Demand. 

 

Table 02. Correlation Coefficients 

 Credit 

Limit 

Bank 

Charges 

Larger 

Acceptance 

Credit Card 

Demand 

Credit 

card 

Demand 

Pearson 

Correlation 

.554 -.527 .973 1 

Sig. (2-tailed) .000 .000 .000  

N 100 100 100 100 

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

 

Hypothesis 01: Credit Limit has significant impact on Credit Card Demand 

As per the results shown by the regression analysis, (Table 03), the beta value 

of credit limit was 0.741 (Beta (ß)= 0.741) so it explains the highly positive 

impact on credit card demand. Also it was significant (P<0.05) at the 95% 

confidence level.  

 

Hypothesis 02: Bank Charges has significant impact on Credit Card Demand 

According to the table 3, the beta value of bank charges was -0.798 (Beta 

(ß)= 0.798), so it explains the highly negative impact on credit card demand. 

Also it was significant (P<0.05) at the 95% confidence level. 
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Hypothesis 03: Larger Acceptance has significant impact on Credit Card 

Demand 

The beta value of large acceptance was -0.829 (Beta (ß) = 0.829), so it 

explains the highly positive impact on credit card demand. Also it was 

significant (P<0.05) at the 95% confidence level. 
 

Table 03. Summary for Coefficient Analysis 

Variable Unstandardized 

Coefficients 

t Sig 95% Confidence 

Interval 

Multi collinearity 

Statistics 

 B 
Std Err 

Lower 

Bound 

Upper 

Bound 

Toleran

ce 
VIF 

(Constant) 6.042 2.83 1.628 0.000 -0.216 2.18   

Credit Limit 0.741 0.08 9.249 0.000 0.583 0.899 0.626 1.598 

Bank Charges -0.798 0.03 -26.4 0.000 -0.858 -0.74 0.663 1.508 

Larger 

Acceptance 0.829 0.04 19.69 0.000 0.746 0.912 0.584 1.713 

 

Credit Limit is one of the most important factors when customer going to 

apply for the credit card, because it represents how credit limit extends can 

use by customer. The findings of Chan (1997)'s study indicated that high 

credit limit was proven to be the most influential variables that contributed to 

active card usage level. According to the analysis there can be seen highly 

positive impact of credit limit to the credit card demand. Bank Charges are 

the fees charged from customer for banking service. Normally it includes 

interest, annual fee, joining fee, late payment fee, SMS alert fee etc. Lunt 

(1992) found that charging lower rate of interest and other charges are mainly 

affect for the credit card demand. The results of analysis implied that there is 

a highly negative relationship between bank charges and credit card demand. 

 

 Larger Acceptance is another important factor because it decided how often 

it can be used by the customer. Kaynak and Harcar (2001) argued that ease of 

use is the most vital feature for credit card use along with large acceptability 

and access to cash. According to that large acceptance is a significant factor 

when determine the credit card demand in selected bank scenario. 

 

 



83 

Conclusion 

As mentioned above, the present research is conducted to investigate the 

factors affecting the lower demand for credit cards by eligible customers. 

Empirical literature indicated that Credit Limit, Bank Charges and Larger 

Acceptance are the bank-side factors that affect the credit card demand. 

Results of the present study as well support previous research findings and 

vice-versa and it leads to the conclusions of credit card demand of existing 

eligible customers of the selected branch of selected bank is explained by 

credit limit, bank charges and larger acceptance. This research is restricted to 

a sample which is taken from the selected branch. Future studies can be 

extended to other geographical setting further verification of the said factors 

affecting on lower demand and find other factors affecting the same.  

 

Keywords: Credit Card, Credit Limit, Bank Charges, Larger Acceptance, 

Demand. 
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Introduction 

Beauty and cosmetics is a trending concept in present day society. Beauty is a 

characteristic of a person's appearance and this concept is the idea of 

mankind. Most people try to maintain their outer appearance. Without any 

faction both male and female keep up their beauty and for that purpose they 

use cosmetics. Cosmetics are materials or products that are used to improve 

or alter the appearance of the face or body. In generally, cosmetics are 

mixtures of chemical compounds and some of the cosmetics are being 

derived from natural ingredients. However some companies are yet making 

cosmetics using natural ingredients and in the field of beauty and fashion, 

modern trend is herbal cosmetics. Herbal cosmetics production and usage 

have grown in recent years and today (Hazra, 2013). Herbal cosmetics, can be 

characterized as products which are formulated using various allowable 

cosmetic ingredients to form the base in which at least one or more herbal 

ingredients (Rajarajan & Birundha, 2016). Herbs do not deliver a terrible 

impact on an individual. Herbal can tune the skin, hair and body in to nature. 

Herbs do not give any awful impact on the human body and it gives 

supplements and other valuable minerals for human body (Anjana, 2018). 

 

Research Problem 

In terms of healthy lifestyles, most people are interested in herbal cosmetics 

and manufacturers and advertising companies are giving more publicity about 

herbal cosmetics. So herbal cosmetics have growing demand in the market. 

During the last few years, the cosmetics industry and requirements for natural 

cosmetics have rapidly increased (Dimitrova, 2009). In 2013, the global 

cosmetics market increased by 3.8 percent. In 2015, global sales of natural 

and organic cosmetics increased an amount of 14 billion US$. During the 
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forecast period 2018 to 2023, the global herbal beauty project market has 

been growing at a rate of 6.5 percent (Herbal Beauty Products Market, 2019). 

The USA is the world’s largest importer of natural ingredients and herbal 

cosmetics product supplements. According to the unofficial industry 

estimates in 2007, 75 percent of the herbs were imported while 25 percent of 

herbs were created locally. In German, 25 percent of the German consumers 

purchase herbal or organic personal care product while 50 percent of the UK 

consumers buy beauty products made with natural ingredients. Moreover, 33 

percent of Italian consumers purchase color cosmetics choose natural and 

herbal products. In China, 45 percent of female use facial skincare products 

made with natural herbs or plants ingredients  (Mineral beauty trend, 2017). 

 

In Sri Lanka, cosmetic sector has recorded a gradual growth in the past 

couple of years. There are about 4000 cosmetics and beauty care products are 

sold in the market. According to the Cosmetics, Devices and Drugs 

Regulatory Authority (CDDA), the Government Agency Regulating sector 

which is operating under the Health Ministry of Sri Lanka has about 120 local 

cosmetics manufacturers and 100 importers under their authority. And also 

2500 beauty care, 1800 skincare, 1200 hair care products have in the Sri 

Lankan market. (Herbal Beauty Products Market, 2019). 

 

Consumers’ cosmetic consumption depends on many different factors, like 

price, cosmetics brand, preference, market place, quality, brand loyalty and so 

forth. Concerning the previous efforts on factors affecting for consumers’ 

purchase tendency towards herbal cosmetics, many researchers have paid 

attention for fewer factors which are associated with consumers’ purchase 

tendency towards herbal cosmetics and also within Sri Lanka very few 

studies were conducted related to consumers’ purchase tendency towards 

herbal cosmetics. Therefore, this study mainly focuses to identify the factors 

which influence to consumers’ purchase tendency towards herbal cosmetics 

by referring the results of the past empirical studies. 

 

Objectives 

The purpose of this study is to identify the factors which influence to 

consumers’ purchase tendency towards herbal cosmetics. 
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Methodology 

The population of the study is the people who are living in Minuwangoda 

Divisional Secretariat division and since the population is very large the 

research was conducted through the distribution of questionnaires until the 

sample reaches up to 200 respondents. Sampling method was convenience 

sampling method and data were collected through a structured questionnaire. 

In this study dependent variable divided in to two categories as herbal 

cosmetics usage and chemical cosmetics usage. Therefore, the researcher 

selected the Binary Logistic Regression model for analyzing the data. As a 

result of the analysis, it was selected the best fitted model and these variables 

were identified as the most influential factors to the consumer’s purchase 

tendency towards herbal cosmetics. 

 

Results and Discussion 

According to the objective of study, the researcher selected 47 explanatory 

variables. After analyzing the data, it was identified 5 variables as the most 

influential factors to the consumer’s purchase tendency towards herbal 

cosmetics. Those variables were the geographical area, lack of side effects, 

residential area, health consciousness and the marital status. According to the 

geographical area, most of the individuals used local herbal cosmetics than 

the foreign herbal cosmetics. The probability of local herbal cosmetics usage 

is greater than 98% relative to the usage of foreign herbal cosmetics. That 

means the country have imported the cosmetics and have domestically 

produced the cosmetics. From those cosmetics people have influential 

demand for domestically produced herbal cosmetics. So, when people buy 

cosmetics, they care about whether the products are local or foreign. 

 

When considering the side effects, more than half of the people have used 

herbal cosmetics because they believe that there is no any side effect from 

herbal cosmetics. The probability of herbal cosmetics usage referring to lack 

of side effects is greater than 84% relative to the not considering no side 

effect. So, it can be concluded that people mostly prefer to purchase herbal 

cosmetics because there is no any side effect from those cosmetics and this is 

one of the most significant factors for herbal cosmetics consumers. 
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Based on the residential area also most of the people have used cosmetics 

which including herbal ingredients. Among urban and rural sector the urban 

sector people have highest demand for herbal cosmetics than the rural sector. 

People who live in urban sector herbal cosmetics usage is greater than 82% 

probability relative to the rural sector people. In urban sector, there is more 

opportunity to choose any products because there are many products on the 

market and people can choose any of them.  But if consider about the rural 

sector, they have less opportunities. 

 

Health consciousness could be identified as very important factor for 

consumer’s purchase tendency towards herbal cosmetics. The probability of 

herbal cosmetics usage considering the health is greater than 81% relative to 

the people who do not consider about the health. People like being pretty and 

attractive in every way. So, they must consider the physical healthy because 

of day to day busy life style. Hence, without any difference both males and 

females maintain their beauty and appearance considering the health. So they 

used herbal cosmetics. 

 

Unmarried people utilized more herbal cosmetics than the married people. 

The probability of unmarried people’s herbal cosmetics usage is greater than 

81% compared to the married people.  Unmarried people more considerate 

about their young look. They like to maintain their beauty and appearance. 

After marriage some time they don’t have much time to consider about their 

look because of their busy life style. So, most of the unmarried people used 

cosmetics and their trend is herbal cosmetics. 

 

According to the Behdioğlu & Şener (2014) researchers found that the health 

and information about probable side effects were important variables for 

cosmetic products purchasing process. Jawahar & Tamizhjyothi (2013) found 

that marital status has positive effect towards cosmetic products and married 

people have positive insolence to beauty cosmetic products associated to 

unmarried people. However, this study has found that the most of the 

unmarried people used herbal cosmetics than the married people. 
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Conclusion 

The researcher can finally make the following suggestions. According to this 

research findings the highest demand is there for local herbal cosmetics. So, 

the domestic herbal cosmetics companies should increase their herbal 

cosmetics. The cosmetics marketplace becomes more complex and 

competitive. So, the display of cosmetic must be good-looking. Formerly 

only the sale of cosmetics will increase. So sales persons must give 

considerable attention for that. Cosmetic  

 

wholesalers both in urban and rural areas should attempt to trade good quality 

cosmetics at realistic cost and avoid selling of fake or inferior quality 

products which affects the skin and other parts of human-beings. Both urban 

sector and rural sector individuals should be polished about the use of 

cosmetics. Cosmetics manufacturers must give more attention for side effect 

of cosmetics. They must avoid to side effect of cosmetics and want to use 

herbs ingredients which are given good value for health. The manufacturers 

could diminish the chemical mixture in the herbal cosmetics products and 

cosmetics must be matched to healthy life style.  

 

Married people’s awareness of herbal cosmetics usage must be increased. 

Both married male and female should have the knowledge about side effects 

of chemical cosmetics and about the advantages of herbal cosmetics. So, 

advertising companies must give attention for married people. Advertising 

companies can advertise about herbal cosmetics considering specially about 

married people. There are some limitations for this research. It is difficult to 

get a conclusion about the entire population (consumer purchase tendency 

towards herbal cosmetics) by analyzing only 200 sample data and the study 

sample comprises only urban and rural sectors and the estate sector was 

excluded. 

 

Keywords:  Herbal cosmetics; Consumer behavior; Cosmetics market 
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Introduction 

“I am what I drive” 

(The Hindu, 2017) 

Automobiles in general, have been, are and will be the most prolific invention 

in the recent past, present and in future in terms of aiding individuals to re-

shape the way of living on a daily basis, enabling mobility. Yet, with every 

great invention arises a novel product that is a step above the rest. That is 

where, the term ‘luxury’1 comes in.  

 

As demonstrated in prevailing literature, purchasing of luxurious automobiles 

play a pivotal role in affording desired social status in the 21st century 

(Sexton & Sexton , 2014). Furthermore, as asserted by Boonyanuso (2017), 

luxury auomobiles are intermittently associated with conspicuous 

consumption2 as both are linked to higher price. Similarly, Pacapol et al. 

(2015) affirm that, automobiles which are luxurious, are produced in order to 

enhance owners’ prestige and stature wherever it travels thereby leading 

towards conspicuous consumption. Thus, in a world where majority’s wish is 

to be well-placed in the eyes of others, luxury automobiles play a significant 

role in enabling consumers, to showcase how rich they are, while 

demonstrating their status in the society through engaging in conspicuous 

consumption.  

 
1 The term ‘Luxury’ is multi-faceted and very subjective globally and thus, does not have one 

single definition. Given its ambiguity, this study defines Luxury Automobiles based on 

expertise advice in the field and the JB Securities’ Report (JB Securities, 2018). Therefore, in 

this study the term ‘Luxury’ signifies ‘Premium Brands’ 

2 Conspicuous Consumption signifies purchasing of expensive goods to showcase wealth by 

giving more attention to the perceived symbolic value of the good rather than the use value.  

 

mailto:chathurga@ips.lk
mailto:kkhlkannangara@gmail.com
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Research Problem 

 

Even though many scholars have researched on status consumption and 

related phenomenon in terms of its attributes, reference groups and motives 

of such behavior (For example: Goenka & Thomas, 2019; Karunanayake & 

Gunaruwan 2018; Perera, Jayasinghe-Mudalige and Patabandige, 2013) none 

has consummated on the aspect, rendering special focus on luxury 

automobiles. In that respect, this study intends to examine the conspicuous 

consumption patterns in Sri Lanka as mirrored through luxury automobiles 

based on different socio-demographic factors namely; age, gender, religion, 

educational attainment, occupation and monthly income. 
 

Objectives 

The main aim of the present study is to explore the impact of socio-

demographic stimuli on conspicuous consumption of luxury automobiles in 

Sri Lanka. 
 

Under that lies the following specific objectives: 

▪ To identify the degree of conspicuousness in luxury automobiles 

based on age, gender, religion, occupation, monthly income and 

educational attainment 

▪ To analyze how conspicuous consumption for luxury automobiles 

vary in Sri Lanka based on different socio-demographic cohorts  

 
Methodology 

The present study incorporated an exploratory online survey based on a 

questionnaire which was conducted on a sample of 200 luxury automobile 

owners in Sri Lanka, on the basis of different socio-demographic cohorts. 

This study adopted non-probabilistic snowball sampling3 technique.  
 

 
3 Snow ball sampling involves primary data sources nominating another potential primary 

data source to be used in the research and respondents were asked to forward the 

questionnaire to others that met the sampling criteria 
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The questionnaire constituted 23 questions in total capturing different 

dimensions4 of conspicuousness as identified in the literature survey. Both 

positive (conspicuous) and negative (anti-conspicuous) questions were 

deployed, on a rating system of 1 to 5 (1 = Least Important/ Strongly 

Disagree and 5 = Most Important/ Strongly Agree) - Please refer the appendix 

for the detailed questionnaire. 

 

An “Index” was constructed per participant to represent the degree of 

conspicuous consumption based on the ‘Decorative Consumption Index’ 

developed by (Karunanayake & Gunaruwan, 2017) and was modified in 

accordance with the aspects of the current study. The Decorative 

Consumption Index, originally developed by (Karunanayake & Gunaruwan, 

2017) is as follows: 

 

 

 

 

 

 

 

 

 

Modified Index 

The authors modified the above index, taking only the conspicuousness 

aspect into consideration, as this study is limited to conspicuousness. Anti-

Conspicuous effects as reflected in the relevant responses, were reciprocated 

(difference between 6 and the relevant rank given by the respondent for each 

such question was calculated) before averaging the responses to arrive at the 

index. Descriptive statistics and univariate analysis using SPSS (version 24.0) 

were deployed as analytical techniques in examining the research aims. 
 

CI = ∑
𝑪𝑽𝒊+ (𝟔−𝑨𝑪𝑽𝒊)

𝒏𝒄

𝒏
𝒊=𝟏  

 

 
4 Consumption of high-priced articles in order to showcase wealth, status, exclusiveness, 

popularity of the brand, self-respect, dignity, prestige, to gain peers’ attention and to enhance 

self-confidence 

2 

1 
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Where: CI = Conspicuous Consumption Index  

CVi signifies Conspicuous Consumption for ith respondent 

ACVi signifies Anti-Conspicuous Consumption value for ith respondent 

nc = number of questions (or statements) applicable for Conspicuous 

Consumption 

Results & Discussion 

The results revealed that age has a significant effect on conspicuousness of 

luxury automobiles (p < 0.001). Young consumers (between 18 – 30 years) 

showcased a higher degree of conspicuousness whereas older consumers (60 

years & above) showcased the contrary. The results further affirmed that, 

there is a downward trend towards conspicuous consumption of luxury 

automobiles as people grow older. 

 

Gender, showcased a significant impact on conspicuous consumption of 

luxury automobiles (p < 0.05) and male consumers were more prone towards 

conspicuousness than females. There could exist many reasons for such 

behavior; for instance, past empirical evidence suggest that men are more 

conspicuousness than women in terms of luxury automobiles as women 

consider automobiles simply as a way of getting from one place to another, 

while men tend to view them tied to their image and accomplishments 

(Hennighausen, Hudders, Lange, & Fink, 2016; Kelly Blue Book, 2014). 

Furthermore, Loureiro et al., (2016) reveal that, male consumers are more 

interested in luxury car purchases in terms of engaging in conspicuous 

consumption as they have a better know-how on luxury automobile brands 

and strong affiliation to a given brand (being affiliated to luxury-car 

consumer ‘tribe’). Another reasoning behind it could be the fact that, females 

have many other options to showcase wealth through procuring goods such as 

jewelry, designer clothing and branded hand bags whereas, the options 

available essentially for males are quite narrow. However, since the present 

study did not focus on the reasons behind conspicuousness, the causes for 

such behavior warrant further research. Similar to other socio-demographic 

cohorts, religion also had a significant impact on conspicuousness towards 

luxury automobiles (p< 0.005). Furthermore, the results revealed that, 

Buddhists and Islamists are more prone towards purchasing luxury 

automobiles merely for vehicles’ ability to showcase their pecuniary strength, 

prestige and social stature. This finding was quite unexpected, as it is 
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contrary to what the two religions advocate. For instance, Buddhism 

advocates mindful consumption, simplicity and middle path (Dammapada) 

and similarly, Islam suggests to lead a simple life rather than acquiring 

worldly possessions and encourages its followers to adopt modesty, 

discouraging show-off and vanity (Cherrier et al., 2009). Therefore, 

according to the findings of the present study, it seems that individuals that 

belong to Buddhism and Islam do not transform the teachings of their 

religions into practice especially, when it comes to Luxury Automobiles. 

However, as opposed to Buddhists and Islamists, Hinduists showcased a very 

low tendency towards conspicuousness, signaling that they obey their religion 

and its’ preaching in terms of their consumption patterns.  

 

The findings further proved that education level plays a pivotal role in the 

decision of conspicuous consumption and that, there exists a negative 

relationship between the two. According to the results, consumers holding 

Ordinary Level / Advanced Level qualification were more conspicuous 

whereas, the least conspicuous group was the individuals with a Doctorate 

(PhD). The main reasoning behind it could be the fact that, their broad 

knowledge and extensive level of understanding have made them realize that 

spending lavishly on an automobile given that, it is only a piece of steel is an 

utter waste. When considering the occupation of the consumers, unlike the 

cases of other socio-demographic cohorts which was discussed before, 

conspicuous indices of both, employers and employees were relatively high. 

However, employers had a higher tendency towards conspicuousness than 

employees. Given their position of the job, the people they associate on a 

daily basis and the meetings they attend, luxury automobiles may enable 

them to maintain their status and gain others’ recognition. Therefore, 

purchasing a luxury automobile could be the best way for them, to 

demonstrate their background to community. 

 

Lastly, in terms of monthly income, there was a significant impact on the 

conspicuous behavior (p<0.005). Findings also signified that, there is a 

downward trend in conspicuousness of luxury automobiles as the income 

increases. There could be many reasons for such tendency. For instance, 

people who earn more may be spending on goods which are relatively more 

expensive namely; pent houses, holiday bungalows and luxury apartments in 

highly developed urban areas. Another reason for this behavior could be the 
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fact that, high income earners already own a status in the society and since 

the community already know their background, they need not impress anyone 

by spending extra in a visible manner. In contrary, the reasoning behind the 

high conspicuousness among low-income earners could be a result of them, 

imitating the elites in the society. Since, the automobile could be driven 

wherever he/she wants it is much worth for them to purchase such a good 

rather than purchasing a capital asset which are immobile and comparatively 

less visible. However, there rises a question on how low-income consumers 

manage to finance luxury automobiles. They might be taking loans through 

various channels for instance from relatives, unauthorized money lenders and 

brokers. If that is the case, necessary steps to discourage such consumption 

through controlling cheap credit sources such as; lease facilities and loans 

essentially to buy over-priced automobiles which are beyond their purchasing 

power need to be taken. If not, danger of conspicuous consumers, particularly 

low-income segments, running into debt for wanting to acquire tax-pushed 

expensive consumables cannot be excluded. However, these aspects warrant 

further research. 

 

Conclusion 

This study enabled examining the tendency of conspicuousness among 

different socio-demographic cohorts and exploring fundamental behavioral 

differences among them, with special focus on luxury automobiles. The 

findings suggest that, there is a negative trend towards conspicuousness, in 

terms of the age and monthly income of the respondents. When considering 

the gender of the respondents it was revealed that, males are more prone 

towards using luxury automobiles to engage in conspicuous consumption. 

However, in terms of religion it was revealed that, Buddhists have the highest 

tendency in conspicuous consumption whilst the Hindus revealed to be the 

least conspicuous segment. Results also suggested that, the more educated a 

person is, the less conspicuous he/she shall be, in terms of luxury 

automobiles. When considering occupation, findings revealed that, employers 

are more conspicuous than employees regarding luxury automobiles. 

Conclusively, the outcome of this analysis indicates that, socio-demographic 

stimuli namely; age, gender, religion, educational attainment, occupation and 

monthly income have an overall connation on the conspicuous consumption 

of luxury automobiles. The findings of the research are beneficial to policy 

makers & researchers to address prevailing policy gaps on this conduct, and 
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marketers to identify their client base based on the demographic cohort they 

fall into and further understand their behavioral patterns. Lastly, identifying 

reasons behind behavioral differences among different socio-demographic 

cohorts while broadening the basket of goods warrant in-depth scrutiny. 

 

Keywords: Conspicuousness; Decorative Consumption; Luxury 

Automobiles; Socio-demographic factors 
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Introduction 

Lending is the core function of the financial intermediation which plays a 

significant role in generating income to the banks. It is the way banks make 

money. Lending is representing more than 60 per cent of total assets in most 

of the banks. (Central Bank of Sri Lanka, 2017). Credit risk is one of 

significant risk type faced by banks (Ekanayake, 2018, Rathnasiri 2016). As a 

result of credit risk which create non-performing loan. Therefore, maintaining 

the loan portfolio in a proper way is very important to the performance of the 

banks as well as the whole financial system to maintain the stability and 

promote economic growth. (Muriithi, 2013).  

 

Many researchers had been conducting their researches to identify the key 

determinants of the level of non-performing loans in Commercial Banks in 

various countries due to the significance of proper loan portfolio. Tsumake, 

(2016) investigate the determinants of NPL in Botswana using correlation 

and regression analysis during the period of 2005 to 2014. So he founds and 

concludes that GDP, inflation, real interest rate and unemployment are 

significantly impact on NPL in Botswana. Matabazi (2013) analyzed the 

linkage between non-performing loans and the internal and external factors 

affect in CRDB bank. The empirical results shows that weak credit analysis, 

poor credit monitoring, delay in disbursement and cost of borrowings were 

the major internal factors that affect to the NPL. These findings have been 

confirmed furthermore by Gunaratne & Wijayanayake (2015). Atem (2017), 

Kosen (2013) investigated the effects of demographic factors on non-

performing loan in commercial banks in. Both researchers conclude that 

demographic factors did not affect to NPL in Commercial banks in Kenya. 
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Research Problem 

Banking industry in Sri Lanka had faced non-performing loan risk during the 

past decade.  Central Bank of Sri Lanka (CBSL) reported the highest NPL 

ratio recorded in 2009 and 2013 which were 8.5 per cent and 5.6 per cent 

respectively. Not only that but also gross NPL ratio of the banking sector 

reached 3.4 per cent at the end of December 2018 from 2.5 per cent in 

December 2017 and also there is trend a in accelerating NPL in 2019 year 

which is reflected in ratio deteriorating to 4.2 per cent at the end of 1st quarter 

in 2019. During first eight month in 2018 the total non-performing loan 

volumes rose by 58 per cent or Rs. 94 Billion to Rs. 255 Billion. Sri Lanka’s 

banking sector reported the non-performing loans had been rising since the 

end of 2017 in response to tightened monetary and fiscal policies and the 

demand for new loans has become weak due to higher interest rate, lower 

disposable income and not so favorable investment climate characterized by 

political volatility. In addition a study of Anjom & Karim (2016) mentioned 

that profitability and sustainability can’t ensure if banks have large amount of 

non-performing loan since interest income is the major source of income 

which is generated through lending. So without having a proper flow of 

interest income banks can’t ensure profitability sustainability. Due to those 

reasons it is clear that there is big problem behind non-performing loans in 

Sri Lanka’s banking industry and much more attention for this problem. 

 

Objectives 

The main objective of the research was identifying the key determinants of 

non-performing loans in Commercial Banks in Sri Lanka. Apart from the 

primary objective, this study was carried out with specific objectives of 

identifying the macroeconomic factors, bank specific factors and 

demographic factors affecting non-performing loans in Commercial Banks in 

Sri Lanka and identifying the relationship between affected factors and non-

performing loan.  

 

Methodology  

This study is based on quantitative research method and uses the deductive 

research approach to achieve the research objective. The data produced are 

always numerical and they have been analyzed using mathematical and 

statistical methods. The quantitative method was used to identify the factors 
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influencing non-performing loans (Dependent Variable) in commercial banks 

and regressed against the explanatory variables derived from literature, such 

as  real interest rate, GDP, unemployment, credit size, credit assessment, 

credit monitoring, borrower’s age and level of income. Target Population 

comprises with respondents from managerial level and executive level 

employees representing four leading Commercial Banks located in Puttalam 

District namely Bank of Ceylon, People’s Bank, Sampath Bank and Hatton 

National Bank. Accordingly the total respondents of the population were 250 

respondents. The sample of this research was 152 respondents from the total 

population based on Morgan table. Convenience and purposive sampling 

method was used to selecting bank branches and respondents. A structured 

questionnaire based on 5 point likert scale was used for gather data form the 

respondents. Researcher used statistical package for social science (SPSS) 

version 20 for data analysis and data was analyzed based on univariate 

descriptive analysis and multivariate regression analysis.  Accordingly the 

following regression model was formulated.  

 

NPL= βₒ + β1(GDP) + β2(RIR) + β3(UNMP) + β4(CS) + β5(CA) + β6(CM) 

+ β7(AG) + β8(INC) + ε          (1) 

Where,  

NPL= Non-performing Loan 

βₒ= Constant 

β1, β2, β3, β4, β5, β6, β7, β8 = Coefficient of Variables 

GDP, RIR, UNMP, CS, CA, CM, AG, INC represents gross domestic 

production, real interest rate, unemployment, credit size, credit assessment, 

credit monitoring, borrower’s age and level of income respectively 

ε = Error term 

 

Results and Discussion 

According to the multiple regression results R square was 0.615. Thus 61.5 

per cent variance in the dependent variable explained by the independent 

variable. So here F=28.518 and p<0.05. So conclude that at the 5 per cent of 

significant level model is statistically significant. 
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Table 1. Coefficient 

          Variables Unstandardized 

Coefficients 

Standardized 

Coefficients 

t 

 

Sig. 

 B Std. 

Error 

   Beta                                  

 (Constant) 2.901 .767  3.784 .000 

GDP -.085 .083 -.070 -1.027 .306 

Real Interest rate .245 .112 .159 2.183 .031 

Unemployment .284 .107 .210 2.657 .009 

Credit Size .251 .100 .188 2.509 .013 

Credit Assessment -.238 .111 -.170 -2.142 .034 

Credit Monitoring -.304 .111 -.201 -2.737 .007 

Borrower’s Age .038 .061 .033 .618 .537 

Level of Income -.112 .077 -.080 -1.449 .149 

 

Based on results GDP has a negative impact on NPL. Also real interest rate 

and unemployment have positive relationship with NPL. Coefficients of bank 

specific variables revels that credit size has positive correlation towards NPL. 

Credit assessment and credit monitoring have a negative impact on NPL. 

According to the results demographic factors such as age and level of income 

positively and negatively correlate with NPL ratio respectively. So based on 

significant level of variables GDP, borrower’s age and level of income 

considered as statistically insignificant variables affecting to NPL. Because p 

values of both three variables was not less than 5 per cent significant level. 

Except these three independent variables other independent variables have 

statistically significant which have p values less than 0.05.  

 

More importantly, these findings confirmed by previous studies in the broad 

literature such as Mondal, (2016), Rifat (2016), Wanjira (2016), Tsumake 

(2016), Karthikasan, (2016), Anjom & Karim (2016), Kosen (2013), Atem 

(2017). Based on regression results, the following hypothesis was tested.  
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Table 2. Summary of Testing Hypothesis 

Variable P –

value 

Relationship Accept / Reject 

H1: There is significant relationship 

between GDP and NPL in Commercial 

Banks in Sri Lanka 

0.306 - Rejected 

H2: There is significant relationship 

between Real Interest Rate and NPL in 

Commercial Banks in Sri Lanka 

 

0.031 

 

+ 

 

Accepted 

H3: There is significant relationship 

between Unemployment and NPL in 

Commercial Banks in Sri Lanka 

 

0.009 

 

+ 

 

Accepted 

H4: There is significant relationship 

between Credit Size and NPL in 

Commercial Banks in Sri Lanka 

 

0.013 

 

+ 

 

Accepted 

H5: There is significant relationship 

between Credit Assessment and NPL in 

Commercial Banks in Sri Lanka 

 

0.034 

 

- 

 

Accepted 

H6: There is significant relationship 

between Credit Monitoring and NPL in 

Commercial Banks in Sri Lanka 

 

0.007 

 

- 

 

Accepted 

H7: There is significant relationship 

between Borrower’s Age and NPL in 

Commercial Banks in Sri Lanka 

 

0.537 

 

+ 

 

 

Rejected 

H8: There is significant relationship 

between Level of Income and NPL in 

Commercial Banks in Sri Lanka 

 

0.149 

 

- 

 

Rejected 

Source: Survey data 

 

Conclusion 

According to the findings it can be concluded that unemployment and real 

interest rate are significant macroeconomic factors which affecting NPL and 

GDP is not a significant macroeconomic variable which affecting on NPL. 

The Government in Sri Lanka should control unemployment rate in country 

and maintain nominal interest rate and inflation. Also credit size, credit 

assessment and credit monitoring are the significant bank specific factors 

affecting to NPL. So this study recommends strength and review KYC 

policies by monthly and strength credit assessment by identify the early 
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warning signals and also tightened credit monitoring process by using 

periodically review and inspection. According to the results, it concludes that 

there are no demographic factors affecting to NPL since there are no 

statistically significant relationship between demographic factors such as 

borrower’s age and level of income and NPL. 

 

Keywords: Bank Specific Factor; Demographic Factors; Macroeconomic 

Factors; Non-Performing Loan; Sri Lanka 
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Introduction  

Good corporate governance is globally accepted as being fundamental to an 

organization’s competitiveness, growth and sustainability. In Sri Lanka, there 

were few isolated incidents of corporate failures in the past such as the 

collapse of finance companies in 1980s, the bankruptcy of Pramuka Bank in 

late 1990s and the downfall of Vanik Incorporation, which was a mega 

company once. These corporate failures had serious repercussions on 

depositors and investors of these organizations. 

 

There is great attention on Boards of Directors to discharge their duties with 

high ethical values and accountability in their commitment to good 

governance practices.  Strong business ethics, sound policies and procedures, 

effective and efficient monitoring systems are considered as ingredients of 

good corporate governance system, Security Exchange Commission in Sri 

Lanka (SEC), 2019.   

 

This study has been conducted, focusing on analyzing and understanding the 

impact of board composition on firm performance in Sri Lanka based on 

Agency theory and Stewardship theory. The agency theory can be explained 

as the Principal and Agent in the organization. Therefore, mainly this theory 

argues that managers are focused on self-interest rather than on the interest of 

the owners. Then, the intentions of the managers and the owners of the 

company are not aligned. Jensen & Meckling (1976) claim the agency cost 

consists of 3 components. Namely monitoring cost, bonding cost and residual 

loss. Under that Stewardship theory it is assumed that managers are not 

opportunistic agents (Manawaduge, 2012). Unlike agency theory, 

stewardship theory assumes that managers are stewards whose behaviors are 

mailto:oshanimendis33@gmail.com
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aligned with the objectives of their principals. Therefore, Stewardship theory 

is an alternative to Agency theory and offers opposing prediction about the 

structuring of effective board (Muthu & Donaldson, 1998). 

 

Research Problem 

There are different dimensions of the corporate governance policy such as 

board size, board meetings, CEO duality, independence directors, an 

ownership structure & frequency of the board meetings etc. Theses 

dimensions have already been researched by different scholars in different 

market context. In Sri Lankan context, there is a limited number of researches 

under the topic of impact of board composition and firm performance. 

According to the findings given by the prior studies, most of the results are 

conflicting. Therefore, there is a gap which is expected to be fulfilled by this 

research.  And also board is the main component of corporate governance, 

which leads this research to choose the board composition. Each board 

composition variable is evaluates\d separately to identify the relationship 

between the firm performances.  

 

Objectives 

With the identification of the significance of this research, the following 

research objectives are identified. 

▪ To examine the relationship between proportions of non- executive 

directors and firm performance of manufacturing firms listed in 

Colombo Stock Exchange (CSE).     

▪ To observe the relationship between board size and firm performance 

of manufacturing firms listed in CSE.   

▪ To study the relationship between Chief Executive Officer Duality 

and firm performance of manufacturing firms listed in CSE.   

▪ To identify the relationship between proportion of female directors 

and firm performance of manufacturing firms listed in CSE.   

▪ To examine the relationship between frequency of board meetings and 

firm performance of manufacturing firms listed in CSE.   

Methodology 

This research has selected 34 manufacturing companies listed in Colombo 

Stock Exchange as its sample from the 37 manufacturing companies listed in 
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Colombo Stock Exchange. This research is based on the secondary data 

collection method and the data has obtained from annual reports of sample 

companies for the year 2013 to year 2016. 

This study considered the performances of the firm as the dependent variable. 

Return on Assets (ROA) Return on Equity (ROE) which are accounting base 

measurements and the Tobin‟s Q, which is market base measurement. 

Basically Board Composition is the independent variable and it is consisted 

with five variables, namely Proportion of Non- Executive Directors, Board 

Size, CEO Duality, Proportion of Female Directors and Frequency of board 

meetings. For the purpose of better examine the effect of the board 

composition and the firm performance, the study considered control variables 

as, firm age, firm size and the firm leverage.  

Table 1. Operationalization of variables 

Variable Measurement Authors 

Proportions of 

non- executive 

directors 

Number of non- executive directors 

on the board / Total number of 

directors on the board 

Barako & Brown(2008) 

Board size Total number of directors on the 

board 

Hegazy & Hagazy(2010) 

Proportion of 

female directors 

Total number of female directors on 

the board/ Total number of directors 

on the board 

Allegrini (2011) 

Frequency of 

board meetings 

Natural logarithm of a number of the 

board meeting held throughout the 

financial year 

Salvon et al.(2016) 

ROA Operating Income/ Book value of 

total assets 

Samaha et al.(2012) 

ROE Net income before tax/ 

Shareholder’s equity 

Mathew (2007) 

Tobins’ Q Market value of the security/ Book 

value of total assets 

Mathew (2007) 
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Hypothesis Development 

H1: The proportion of Non-Executive directors is positively impact with firm 

performance.    

H2: The proportion of board size is positively impact with firm performance.    

H3: The CEO Duality is positively impact with firm performance 

H4: The proportion of female directors is positively impact with firm 

performance. 

H5: The frequency of board meeting is positively impact with firm 

performance.    

 

Data were analyzed through the E-Views version 9 software. It has calculated 

the descriptive statistics that include the means value, maximum and 

minimum values of the data set. As well as the multiple regression analysis 

and the correlation matrix can be considered as the most appropriate 

technique for analyzing data and shows the significance levels of the 

dependent and independent variables of this research.  

Results and Discussion 

According to the descriptive statistics, mean value of the non-executive 

director’s is 5.41 which indicates at least six non-executive directors included 

in the board. It varies from two members to ten members as non-executive 

directors. The mean value of the board size is about to eight members. The 

minimum number of the board size should be three and the maximum number 

in twelve. The mean value of the CEO duality is very close to 1, that means 

the CEO separate from the role of the chairman of the company. The average 

number of the female directors is about one. (Mean value = 0.544). The 

minimum number of female directors is zero and maximum number should 

be three members. The average number of board meetings per year is about 6 

(Mean value = 6.24) and at least one meeting to thirteen meetings should be 

conducted per year. Furthermore, the average Return on Assets (ROA) and 

Return on Equity (ROE) and have taken 0.099 and 1.783 respectively with 

the 1.721 average Tobin Q. For the purpose of analyzing this research used 

panel regression with the support of E views (2009) after conducting 

Houseman test, Diagnosed test and fixed effect model. 
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Table. 02 Regression Results with ROA, ROE, Tobins’ Q 

Vari

able 
ROA  

(Mode

l 1) 
ROE  

(Model 

2) 
Tobins’Q 

(Model 

3) 

 Coefficient Prob. Coefficient Prob. Coefficient Prob. 

C -1.231212 0.0000 10.30232 0.7641 -7.038374 0.0033 

NED 0.006223 0.6281 -1.981052 0.2385 -0.322578 0.0057 

BSI

ZE 
-0.003532 0.7867 0.682747 0.6886 0.109040 0.3518 

CEO 0.005652 0.9071 -2.548119 0.6871 -0.162539 0.7082 

FD 0.004306 0.8499 0.613781 0.8362 0.046797 0.8184 

BM 0.002341 0.6441 0.954409 0.1506 0.052107 0.2522 

According to the regression analysis, there can be seen various impact 

between performance measures and board composition measures. The 

relationship between ROA and board size is a negative and all the other 

variables which are non-executive directors, CEO duality, female directors 

and board meetings have positive relationship with ROA. These variables 

have a negative impact with both ROE and Tobins Q. Board size. Female 

directors and board meetings are positively correlate with both ROE and 

Tobins Q.  

 

Conclusion 

As per the findings, a different relationship between board composition 

factors and firm performance can be seen. Therefore, it is recommended that 

organization should have optimal corporate governance structure in the 

organization, and it should be complied with Code of Best Practice in Sri 

Lanka. As well as the organization should encourage the separation of 

Chairman Role from CEO. Proportion of the non-executive directors should 

be comprised according to the Code of Best Practices in Sri Lanka. In 

addition to that the firm leverage should be minimized, since findings 

indicates that there is negative relationship between firm performances. 

Finally, this research is recommended to incorporate corporate governance 

practices to the companies in order to enhance their performance. Also this 

will be add the knowledge to the Agency theory & Stewardship theory.  

Keywords: Board Meetings; Board Size; CEO Duality; Non- Executive 

Directors; Female Directors 
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Introduction  

Considering the recent years of Sri Lankan economy, it deeply admits with 

corporate governing body of listed companies in the country because the high 

or less financial performance of those companies affects the empowerment of 

the economy in the country. Economic empowerment of a country is 

measured in terms of financial performance of organizations. There is a huge 

relationship between corporate governance and financial performance; in an 

organization because if an organization has a better governing body, it 

performs well.  

 

To increase the financial performance of a firm, it is important to have a 

diversified board which generates effective decisions to the company. As 

such, this will set the background for supportive working conditions, thereby 

enables to achieve economic growth of the company. Variety inherent in 

boards’ composition referred to as board diversity, can be measured on a 

number of dimensions, such as gender, ethnicity, nationality, educational 

background, industrial experience and organizational membership (Campell, 

2008). 

 

According to the past literature, some researchers have found that there is a 

low board diversity in the country, in the Sri Lankan context there is an 

evidence to say that board diversity is low. But it may have been changed 

with the time because it has been proven by a research done in the year of 

2012. Therefore, this study aims to measure the impact of board diversity on 

firm financial performance in Sri Lankan listed companies by using data from 

2018 to identify the current situation in Sri Lankan context. Furthermore, 
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board diversity affects to the financial performance of a firm and it will lead 

to the Economic Empowerment of the country. 

 

Research Problem 

Past researches around the world concluded that board diversity has affected 

the financial performance of organizations, but in Sri Lankan context there is 

an evidence to say that board diversity is low (Wellage, 2013). But it may 

have been changed. So the problem is what the current status of the Board 

Diversity is and how it affects to the financial performance now. 

 

Objectives 

The past research efforts in this have not explored reasons behind low board 

diversity. Building upon this research gap, the specific aims of this research 

include identifying the reasons behind low board diversity in Sri Lankan 

board rooms and finally, this research aims to measure the impact of board 

diversity on financial performance. 

 

Methodology 

Methodology elaborate research design that developed to achieve research 

objectives for identified research problems and sample design, method of data 

collection and data analysis. In addition to that, this study applies mixed 

method approach that includes the collection of qualitative and quantitative 

data and statistical techniques used to analyses the collected data to achieve 

the research objectives.  

 

The study collected data for the first objective through semi structured 

interviews and discussions with board of directors, senior academics 

specialized in corporate governance and directors from current top profile 

blue chip companies in Sri Lanka and data analyzed by using pattern 

matching technique. 

 

The population of the study is all directors in public listed companies in Sri 

Lanka. But due to the impracticality of counting number of directors who 

registered in public listed companies, the study cannot get a sample to 

conduct interviews. Therefore, the sample was limited to 10 directors due to 
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the time constraints and busy schedules of directors and the respondents were 

chosen using the snowball method. 

 

The study collects data for the second objective through annual reports of the 

public listed companies in Sri Lanka. Based on the operational definition of 

this study this study uses six variables to measure the board diversity.  

 

Gender diversity – Gender diversity can be classified in to two categories: 

number of female directors and number of male directors of the firm. 

Ethnic diversity –Ethnicity of the directors were mainly classified into four 

categories: number of Sinhalese, Tamils, Muslims and Others  

Nationality – Nationality of board of directors was classified into two 

categories: Sri Lankan, Ex-Patriate 

Educational diversity – Educational diversity were classified into two 

categories as, Academic qualifications which measured in terms of 

Bachelor’s Degree holders, Master’s degree holders, PhD holders, and 

Professional qualifications which measured as FCA and FCMA members. 

Industrial Experience Diversity – Industrial experience diversity was mainly 

classified into five categories based on the industrial work specialization: 

Management, Finance, IT, Law and Engineering. 

Organizational Membership – organizational membership was mainly 

classified into two categories: Executive directors and non-executive 

directors. 

  

In addition to that, this study use Blau index to measure the board diversity. 

(Kevin Campbell, 2008). 

𝐵𝑙𝑎𝑢 𝐼𝑛𝑑𝑒𝑥 = 1 − ∑ 𝑝𝑖
2𝑛

𝑖=1    (1) 

 

i = no of firms 

p= proportion 

n= total no of board members  

 

Furthermore, this study used adjusted blau index by using 1-1/k and k is the 

number of categories used for to measure each variable (Agresti, 1978).  



113 

Economic empowerment is measured in terms of financial performance of a 

firm. The study uses two proxies to measure the firm’s financial performance. 

The first proxy is ROA. It can be defined as how profitable a company 

relative to its total assets (Wellage, 2013). Tobin’s Q is the second proxy of 

this study. It can be measured by the total market value of firm and divide it 

by the total assets of a firm. In addition to that, this study used firm size and 

leverage as the control variables. 

 

The model of analysis as follows, 

𝑅𝑂𝐴 = 𝛽0 + 𝛽1𝐺𝑒𝑛𝑑𝑒𝑟𝑖𝑡 + 𝛽2𝐸𝑡ℎ𝑛𝑖𝑐𝑖𝑡𝑦𝑖𝑡 + 𝛽3𝑁𝑎𝑡𝑖𝑜𝑛𝑎𝑙𝑖𝑡𝑦𝑖𝑡

+ 𝛽4𝐸𝑑𝑢𝑐𝑎𝑡𝑖𝑜𝑛𝑖𝑡 + 𝛽5𝐼𝑛𝑑_𝐸𝑥𝑝𝑖𝑡 + 𝛽6𝑂𝑟𝑔_𝑀𝑒𝑚𝑖𝑡

+ 𝛽7𝐿𝑒𝑣𝑒𝑟𝑎𝑔𝑒𝑖𝑡 + 𝛽8𝐿𝑁_𝐹𝑖𝑟𝑚_𝑆𝑖𝑧𝑒𝑖𝑡 + 𝜀𝑡 

 

(2) 

 

𝑇𝑜𝑏𝑖𝑛′𝑠𝑄 = 𝛽0 + 𝛽1𝐺𝑒𝑛𝑑𝑒𝑟𝑖𝑡 + 𝛽2𝐸𝑡ℎ𝑛𝑖𝑐𝑖𝑡𝑦𝑖𝑡 + 𝛽3𝑁𝑎𝑡𝑖𝑜𝑛𝑎𝑙𝑖𝑡𝑦𝑖𝑡

+ 𝛽4𝐸𝑑𝑢𝑐𝑎𝑡𝑖𝑜𝑛𝑖𝑡 + 𝛽5𝐼𝑛𝑑_𝐸𝑥𝑝𝑖𝑡 + 𝛽6𝑂𝑟𝑔_𝑀𝑒𝑚𝑖𝑡

+ 𝛽7𝐿𝑒𝑣𝑒𝑟𝑎𝑔𝑒𝑖𝑡 + 𝛽8𝐿𝑁_𝐹𝑖𝑟𝑚𝑆𝑖𝑧𝑒𝑖𝑡 + 𝜀𝑡 

(3) 

 

 

β0 = y intercept, β1 = slope coefficient, εt = Random error term 

 

Results and Discussion 

The majority of academic literatures on board diversity has not focused on 

the reasons behind the low board diversity in boardroom. The analysis of the 

semi structured interviews provides five reasons driving low board diversity 

in Sri Lanka. 

 

Appoint family members as the board of directors 

Most firms started as family businesses and expanded as public listed 

companies. Hence, family members are appointed as board directors to 

protect confidentiality of company information in many instances.  

 

Invite Allies to perform as a board member 

Nomination committee usually invites people who are close affiliates, those 

he/she can trust, those who are known to them as trustworthy. As such, they 

do not tend to consider about the factors that can enrich a board and improve 

firm performance, such as gender, education qualifications and experience 

etc. 
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Male dominant culture in Sri Lanka 

Patriarchal society influences organizational culture (as glass ceiling for 

women and low empowerment of female employees) in Sri Lanka is one of 

the main reasons for low gender diversity in Sri Lanka.  

 

Conflicts of Interest in Women 

Both females and males have equal opportunity in an organization. But most 

females don’t prefer to represent the board or are rather prevented from doing 

so, due to difficulties in balancing work and family life. 

 

Weak corporate governance codes 

According to corporate governance experts, Sri Lanka do not have a proper 

and well diversified corporate governance code in place. 

 

Objective 2- Measure the impact of board diversity on financial performance 

in Sri Lanka. 
 

Table 1.Results of Regression Analysis 

 ROA Tobin’s’ Q 

variable b Sign. b Sign. 

(constant) -0.085 0.331 1.391 0.000 

Gender -0.031 0.479 0.046 0.723 

Ethnicity 0.054 0.327 -0.268   0.096* 

Academic_Q 0.036 0.633 -0.037 0.869 

Professional_Q 0.023 0.652 -0.159 0.294 

Nationality -0.013 0.764 0.473    0.000*** 

Ind_Exp 0.002 0.978 -0.495     0.007*** 

Org_Mem 0.001 0.989 0.092 0.494 

Leverage -0.051     0.080*** 0.092 0.283 

LN_Firmsize 0.005     0.083*** -0.036   0.000*** 

R2  0.050  0.173 

F Statistics  0.772  4.300 

Notes: ***Significance at the 1% level; **Significance at the 5% level, 

*Significance at 10% level. 

Source: Herath et al (2019) 

 

Results of the regression analysis are summarized in the Table 1. According 

to the results, diversity variables do not have significant impact on firms 
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ROA. However, ethnic diversity and industrial experience diversity variables 

are positively and statistically significant at 1% level for Tobin’s This 

indicates high ethnic and industrial diversity among board members leads to 

better financial performance. In addition to that, Nationality diversity have 

positive and significant impact on firms Tobin’s Q. 

Conclusion 

In recent years, many parties admit to grow the economic empowerment of 

their firms by enhancing the financial performance of the company. Managers 

consider that, it will effective for the future of the company by keeping eye 

on board diversity. At present they believe that having a diversified board 

will improve the performance of the company. Also economic empowerment 

consists of many areas such as gender which talks about women 

empowerment to the economy in a male dominant culture in countries like Sri 

Lanka and the effect of educational background and director’s 

professionalism to the empowerment of the economy.  

 

Identified factors affecting low board diversity are, appointing family 

members to the board, inviting allies to perform as board members, male 

dominant culture in Sri Lanka, conflicts of interest between family and work 

for women and non-supportive corporate governance code provisions. 

Moreover, Ethnicity, Nationality and industrial experience shows positive 

significant impact on the financial performance of the measured in terms of 

Tobin's Q. 

 

Keywords: Board Diversity; Financial Performance; Economic 

Empowerment 
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Introduction 

Banks are being subjected to different kind of risks during their business 

operations. Credit Risk, Operational Risk and Market Risk are the major risk 

categories identified under Basel II Framework. Other than them, there are 

more risks areas which banks are exposed to, such as liquidity, interest rate, 

foreign exchange rate, legal, regulatory, reputational risk etc. All these risks 

are highly interdependent (CBSL, Directions, Determinations and Circulars 

issued to LCB, 2013). 

 

Among them Credit Risk is a crucial concept in determining the long-term 

survival, profitability and the growth of commercial banks (Coen, 1999). 

Because granting loans/credit is the major income generating mechanism of 

commercial banks. Therefore, a good or bad performance of credit would 

severely impact on the profitability or the financial performance of the bank. 

Accordingly, Credit Risk refers to the borrowers’ inability to repay the loan 

and or interest when it is due (Poudel, 2012).Hence, the primary objective of 

this paper is to investigate whether there is a significant relationship between 

credit risk and profitability of licensed commercial banks (LCB) in Sri Lanka. 

 

Research Problem  

Numerous researchers have undertaken studies to investigate the relationship 

between credit risk and profitability of Commercial Banks. But there is a less 

consistency among these different findings.  Kithinji, (2010) revealed that the 

profitability of commercial banks is not influenced by the amount of credit 

and nonperforming loans, Hamza, (2017) concluded that the credit risk 

management has an inverse relationship with bank performance, where, 

Navoda, (2015) found that there was a positive relationship between credit 

risk management and profitability. Hence, there is a research gap on this area. 
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Further, the Central Bank annual reports from 2013 to 2017 shows that the 

Non-Performing Loan (NPL) ratio which is a primary measurement of credit 

risk of last 5 years, represents a considerable decline where Return on Assets 

(ROA) measures the profitability of last 5 years are stable. As the primary 

asset of a bank is credit and the primary income source is the net interest 

margin, failing to manage its credit quality or the credit risk, would end up 

the bank by losing its financial stability.  Hence, this study was carried out 

with the intension to acquire a better and clear understanding of the impact of 

credit risk and profitability of commercial banks in Sri Lanka. Accordingly, 

the main purpose of this study is to investigate whether there is a significant 

impact of credit risk on profitability of Licenses commercial Banks in Sri 

Lanka. 

 

Objective 

The main purpose of this research is to identify the impact of credit risk on 

the financial performance of Sri Lankan commercial banks. In order to 

measure the credit risk, the researchers have used the Non-Performing Loan 

Ratio, the Capital Adequacy Ratio, Loan Loss Provisions, Total Deposits on 

Return and Total Assets on Return of commercial Banks and to measure the 

financial performance, the Return of Equity ratio has been used. 

 

Accordingly, the following research objectives have been recognized, 

▪ To identify the significant impact of Non-Performing Loans on 

Return on Assets of commercial banks in Sri Lanka. 

▪ To identify the significant impact of Loan Loss Provisions on 

Return on Assets of commercial banks in Sri Lanka. 

▪ To investigate the significant impact of Total Deposits on Return 

on Assets of commercial banks in Sri Lanka. 

▪ To identify the significant impact of Total Assets on Return on 

Assets of commercial banks in Sri Lanka. 

▪ To examine the significant impact of Capital Adequacy on Return 

on Assets of commercial banks in Sri Lanka. 
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Methodology 

Researcher selected six (6) Commercial Banks out of 26 Commercial Banks 

which has the highest asset value in Sri Lanka as the sample to the study and 

data collection was done with secondary data, using annual reports of the 

selected banks from the period of 2009 to 2018. 

 

Unit Root test was conducted to test the stationarity of data. Panel regression 

and correlation analysis was conducted to investigate the significant impact 

of credit risk on profitability of banks and Houseman test was conducted to 

select between fixed effect model and random model to conduct the 

regression analysis.  

 

The independence variable was credit risk and dependent variable is 

profitability. Credit risk measurements were NLPR- (Non-Performing Loan 

Ratio) , CAR-(Capital Adequacy Ratio), LLPR-(Loan Loss Provision Ratio),  

LDR-(Loan to Deposit Ratio), LAR-(Loan to Assets Ratio), ROA-(Return on 

Assets). And Profitability is measured by ROA-(Return on Assets). 

 

Results and Discussion 

 

Table 1. Correlation and Regression Output 

Variables 
Correlation  Analysis Regression Analysis 

Coefficient Probability Coefficient Probability 

C  
 

0.488599 
0.4633 

Insignificant 

LAR 0.2712 
0.0361 

0.007282 
0.4722 

Significant Insignificant 

LDR 0.3472 
0.0066 0.009156 

 

0.1953 

Significant Insignificant 

LLPR -0.2986 
0.0205 0.016305 

 

0.3717 

Significant Insignificant 

NPLR -0.5502 
0.0000 -0.05477 

 

0.0003 

Significant Significant 

CAR 0.0845 
0.5210 0.3717 

 
 

Insignificant 

Source: Weerasinghe and Dias (2019) 
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Coefficient of determination (R2) is used to measure the usefulness of the 

regression line. According to random effect regression model summary, R 

square value of this study is 0.360. Thus 36% variation of the dependent 

variable (profitability of commercial banks) is explained by the independent 

variable (credit risks). And also, the probability level of F Statistics explained 

the suitability of the overall model. Since it is 0.000051, it can be concluded 

that this model is good. According to the study, Durbin-Watson statistic is 

1.721 and very close to 2. It indicates the absence of the multicollinearity 

problem in the data set. As per the correlation coefficient, CAR has an 

insignificant correlation with ROA where other variables were having a 

significant correlation. Therefore, regression analysis was performed without 

CAR.  In the regression results, all other variables became insignificant other 

than NPLR.  Accordingly, the estimated regression model can be developed 

as follows. 

 

Y = β0 - β1X1 + β2X2 + β3X3 + β4X4 + ε 

ROA = 0.489 +0.007X1 +0.009X2 + 0.016X3 -0.055X4 + ε        (1) 
 

Conclusion 

According to this study, results showed that only NPLR has a significant 

negative effect on banks’ profitability which means that it would be important 

for banks to work on appropriate measures to reduce the levels of Non-

Performing Loans within the bank in order to increase the profitability of the 

bank. Outcomes of this study can be used to plan new strategies for the 

management of the bank to manage NPLs that will result in healthy functioning 

of banks. It is also important, while anticipating loan losses and making of 

provisions, management should not make higher provisions for loan losses. Since 

nonperforming loans do influence profitability of the banks, the study 

recommends that the management of the banks should assess their borrowers and 

advance their loans to them according to the creditworthy of their customers and 

loans are offered to those with ability to repay and mitigate moral hazards such 

as insider lending and information asymmetry. Future researchers can conduct 

the study by taking more control variables which determine the profitability 

other than credit risk determinants. 

 

Keywords: Loans & Advances; Loan Loss Provision; Nonperforming Loans; 

Profitability 
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Introduction 

All the organizations have different leverage levels and financial 

performances also are different from one another. Leverage is an investment 

strategy of using borrowed money specifically, the use of various financial 

instruments or borrowed capital to increase the potential return of an 

investment. In an organization, financial performance is measured by its 

profitability components. Profitability means the balance amount which can 

be gained by reducing total expenses from total revenue. In the modern 

competitive business environment the ability to increase return of the firm 

mostly depends on efficient use of leverage in the capital structure (Hussan, 

2016). Leverage is the ratio between a company’s debt and equity. 

Organization can enhance their profit level by using debt. Debt can create a 

tax shield benefit on gearing (Modigliani & Miller, 1963).  

 

In a country, financial institutions are playing a significant role in promoting 

economic growth, and those commercial banks are very important. In Sri 

Lanka, there are twenty-six licensed commercial banks, from those two of 

them are government commercial banks and others are owned by the private 

sector. Banks should monitor the gearing level of them to ensure the cost 

which are coming since of debt components of their capital structure and 

must implement proper strategies for eliminating the risk of outweighing the 

benefits using debts. DFL ratio represents the percentage change in EPS in 

response to a 1% change in EBIT. Financial Performance is the subjective 

measure of how well a firm can used assets from its primary mode of 

business and generate revenue (Will Kenton, 2018). It is usually measured 

over a given period of time, usually one year. Shareholders measure financial 

performance by comparing how better they are at the end of a financial period 

compared to how they were at the start of the period (Berger & Patti, 

2002).Researches have conducted investigations for identifying the nature, 

the impact of leverage on financial performance. There is a positive (Abor, 
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2005)(Holz, 2002),and a negative(Ghosh, 2007) (Weill, 2008) impact among 

those two variables.Current study has on  about “The Impact of leverage 

towards financial performance of private sector commercial banks in Sri 

Lanka” 
 

Research Problem 

Most of the researchers have defined that there is a stream of studies based on 

the impact of the leverage on profitability of the organizations in developed 

countries such as USA, UK, France and Italy.(Bradley, Jarrell, & Kim, 1984; 

Wald, 1999; Ruland and Zhou, 2005; Margaritis and Psillaki, 2007; Xu, 

2012). However, there was a limited number of studies based on the impact 

of capital structure on profitability in developing countries. (Abor, 2007, 

Ebaid, 2009; Kyerboah, 2007, Lin & Chang, 2011, Foong&Idris, 2012, 

Sheikh & Wang, 2013, Dawar, 2014). Some researchers have examined the 

impact of banking sector consideration on its leverage based on USA or 

Western uropian data (Zarutskie, 2006; Baert& Vander Vennet, 2009, Carbó-

Valverde, odriguez-Fernandez, & Udell, 2009; Ryan, O’Toole, & McCann, 

2014), however lesser amount of researchers have been carried out or 

imaging countries and yet the results are inconclusive (Hake, 2012, Chong, 

Lu, & Ongena, 2013). In majority of countries, there were no much amount 

of researches which are based on the impact of leverage on financial 

performance. In china, many scholars have stated that there are limited 

number of researchers regarding to leverage and financial performance. 

(Holz, 2002, Mok , Yeung, Zhaozhou Han, & Li, 2007, Ruan, Tian, & Ma, 

2011). 

 

Objectives 

The main objective of the study is to analyze the impact of financial leverage 

on financial performance of private sector commercial banks in Sri Lanka. 

The specific objectives of the study is to analyze the impact of firm size, 

lending rate, GDP, inflation and EOTA on financial performance of private 

sector commercial banks in Sri Lanka. 
     

Methodology 

The term of "financial performance" has used as the dependent variable and it 

was measured by ROE. Researcher has selected 09 local private commercial 

banks and 02 foreign banks as the sample which is consisted with all 11 
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banks. The sample has been selected under purposive sampling method. The 

reason for getting purposive sampling method by the researcher was the lack 

of sensitivity data which were including in financial reports of the foreign 

banks. The data of the current study were gathered from several secondary 

data sources such as individual banks’ audited reports. Sample period for the 

current research was the period from 2011/2012 to 2017/2018.  

 

Results and Discussion 

Depending on the majority results of unit root test, it can be concluded that 

data series is stationary at the level as p-value which is less than the 

significant level 5%, the null hypothesis is rejected and accept the alternative 

hypothesis, means that the data set is stationary, it can be shown as follows in 

Table 01. 

 

Table 1. Summary of Unit Root Tests 

  

Level 

  

P- Value( Levin, Lin & 

Chu t* 
Stationary 

ROE 0.0000 ✓ I(0) 

ROA 0.0000 ✓ I(0) 

DFL 0.0000 ✓ I(0) 

LFS 0.0000 ✓ I(0) 

EOTA 0.0000 ✓ I(0) 

LR 0.0000 ✓ I(0) 

GDP 0.0000 ✓ I(0) 

INF 0.0000 ✓ I(0) 
Source: Author Calculations 

 

According to the best regression analysis (random effect method), coefficient 

of determination (R2) was 0.54 (54%). That means 54% changes of ROE 

were occurred hence of the variables of DFL, LFS, GDP, INF, LR and EOTA 

Remaining balance part of 46% was occurred hence of the other factors 

which were existing out of the current research area. According to the 

regression analysis, p-value of the all variables were less than .05000, hence 

null hypotheses were rejected. The alternative hypotheses were accepted. 

Accordingly the changes in all variables have a significant influence on the 

ROE. Here LFS, GDP and LR created a positive impact on ROE. Also DFL, 

INF and EOTA were created a negative impact on ROE as well. According to 
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the value of Durbin Watson statistic (1.67), current sample has no any 

autocorrelation. Hence, that value is near to the value of two. Those finding 

can be tabled as follows. 

 

Table 2. Regression Analysis (ROE) 

Dependent Variable: ROE   

Method: Panel EGLS (Cross-section random effects) 

Cross-sections included: 11   

Total panel (balanced) observations: 77  

Swamy and Arora estimator of component variances 

     
     

Variable Coefficient Std. Error t-Statistic Prob.   

          
C -0.412551 0.170842 -2.414806 0.0184 

DFL -0.003023 0.000576 -5.250989 0.0000 

LFS 0.012627 0.005369 2.351678 0.0215 

GDP 0.744635 0.251423 2.961687 0.0042 

INF -1.233029 0.478460 -2.577077 0.0121 

LR 2.200292 0.646537 3.403195 0.0011 

EOTA -0.318182 0.065861 -4.831098 0.0000 

               
 Weighted Statistics   

          
R-squared 0.540309     Mean dependent var 0.123555 

Adjusted R-squared 0.500907     S.D. dependent var 0.066332 

S.E. of regression 0.046861     Sum squared resid 0.153719 

F-statistic 13.71271     Durbin-Watson stat 1.673618 

Prob(F-statistic) 0.000000    

     
     
 Unweighted Statistics   

     
     

R-squared 0.540309     Mean dependent var 0.123555 

Sum squared resid 0.153719     Durbin-Watson stat 1.673618 

     
     

Source: Author Calculations 

 

Conclusion 

The current study was conducted for investigating the impact of financial 

leverage on financial performances of the selected private sector commercial 

banks in Sri Lanka. Findings of the current study will support all the private 

sector commercial banks within the banking industry for developing policies 

and procedures with increasing profits. Present study also has revealed that 
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there is a significant and positive impact or influence of LFS, GDP and LR 

also there is the significant and negative impact or influence of DFL, INF and 

EOTA on ROE in Private commercial banks in Sri Lanka.As the main 

limitations, lack of availability of market sensitive data such as annual reports 

regarding Sri Lankan branches of the foreign banks can be identified. As the 

theoretical contribution researcher has contributed to the existing literature by 

focusing on unique aspect on a geographical location like Sri Lanka because 

due to the lack of studies relevant to this area within Sri Lankan context 

relative to the global context. It can be recommend that banks should increase 

their profit levels by minimizing unnecessary expenses. It can be suggested 

for the future researchers to implement research studies based on the impact 

of financial leverage on other organizational factors such as organizational 

structure, survival of the organization etc rather than financial performance. 

 

Keywords: Degree of Financial Leverage; Equity Over Total Assets; 

Lending Rate; Return on Equity. 

 

References 

Abor, J. (2005). The effect of capital structure on profitability: an empirical 

analysis of listed firms in Ghana. risk finance 6,. 

Bradley, M., Jarrell, G., & Kim, E. (1984). On the existence of an optimal 

capital structure: theory and evidence. Journal of Finance. 

Dawar, A. (2014). Agency theory, capital structure and firm performance: 

some Indian evidence. Managerial Finance. 

Holz, C. (2002). The impact of the liability–asset ratio on profitability in 

china’s industrial stateowned enterprises. China Economic Review. 

Hussan, J. (2016). Impact of Leverage on Risk of the Companies. 

Kyerboah-Coleman, A. (2007). The impact of capital structure on the 

performance of microfinance institutions. Journal of Risk Finance. 

Modigliani, H., & Miller, M. (1963). Corporate Income Taxes and the Cost of 

Capital: A Correction. American Economic Review. 

Mok, V., Yeung, G., Zhaozhou Han, Z., & Li, Z. (2007). Leverage, technical 

efficiency and profitability an application of DEA to foreign-invested 

toy manufacturing firms in hina. Journal of Contemporary China. 



126 

Women Directors and Financial Performance of Firms in Sri 

Lanka 

 

Hameed, Z1, Senevirathna, N2, Weerasooriya, S3, Yasarathna, D4,  

Jayathilaka, R5 

1,2,3,4,5SLIIT Business School, Sri Lanka Institute of Information Technology, Sri Lanka 
1zainabhameed075@gmail.com, 2susithweerasooriya1@gmail.com, 

3dilupa.shanim@gmail.com, 4nanusenavirathna@gmail.com, 5 ruwan.j@sliit.lk 

 

Introduction  

This study investigates the impact of women directors on the financial 

performance of the firms listed in the Colombo Stock Exchange (CSE). Over 

the last decade, board gender composition and the impact of gender diversity 

on the effectiveness of corporate boards have gained substantial attention in 

the academic literature and created much concern within corporate 

governance. Even at present, many ongoing studies and debates shed light on 

the impact of women directors on financial performance of the firms 

(Fredericks & Gondhalekar, 2014). Most of these researches have been 

conducted based on firms in the United States (US) and European Union 

(EU) (Adams & Feirreira, 2009; Green & Homroy, 2018). Moreover, the 

financial crises and corporate scandals such as Lehman Brothers and Enron 

had increased the need for more gender diversified boards. Although the 

number of women joining the labour force and population of women at large 

had increased over the years, an underrepresentation of women in board and 

other senior positions is evident (Christiansen, Lin, Pereira, Topalova, & 

Turk, 2016).  

 

In Sri Lanka, many remarkable women have contributed for the success of 

various industries. The fact that public listed companies have been benefited 

by the impact of women directors of various sectors such as Finance, Real 

Estate and Tourism cannot be undermined. Therefore, it is important to 

highlight the significance of the role of women in the corporate world and 

also encourage board diversity in terms of gender composition. The new 

evidence gathered from this research will be of immense use to both 

international and local reputed bodies, such as the Sri Lanka Network of the 

United Nations Global Compact (UNGC), CSE, International Finance 

mailto:zainabhameed075@gmail.com
mailto:nanusenavirathna@gmail.com
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Corporation (IFC) and UN Women, since these stakeholders have taken 

several initiatives to support the case of gender diversity in boards and raise 

awareness (IFC, 2018). Our research will also be of great importance to 

measure the success of women directors in terms of financial performance of 

their respective companies and thereby providing new evidence to the Sri 

Lankans and the world on how Sri Lankan women directors can play a 

dominant role in firms’ performance. 

 

Research Problem 

Significant amount of evidence supports this research issue encountered in 

developed countries. In an attempt to address this question, many scholars in 

the recent years have studied the effect of women directors on firm 

performance. However, the empirical evidence in the extent literature is 

inconclusive and most the studies focus on firms in the U.S. and a few other 

developed economies. Liu, Wei, and Xie (2014, p.170) revealed that studies 

mainly focused on firms in developed nations. Therefore, it is evident that 

currently a research gap exists, due to lack of insights with regards to 

addressing a similar issue in a developing economy, such as in Sri Lanka. In 

addition to this research gap, certain limitations can be observed in the studies 

conducted in the past and to this date in the Sri Lankan context.  

 

Objective 

The main purpose of the study is to investigate the impact of women directors 

on financial performance of firms in Sri Lanka.  

 

Methodology 

In order to investigate the impact of female presence in director board on firm 

financial performance, this study is based on a panel data set of the CSE 

listed 297 companies. Consisting of unobservable and unavailable data, the 

final data set consists of 1,865 firm-year observations on over 281 listed 

companies. This study overcomes limitations of existing Sri Lankan literature 

by selecting all the listed firms in the CSE during the period of 2012 to 2018, 

whereas previous researchers have either selected only a sample of the listed 

firms or a particular sector among the 20 sectors available. This study 

employed panel regression with Fixed Effects (FE) Method to estimate the 

main regression model which is also used by Liu et al. (2014). It helps to 
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avoid constant variable bias and yearly fixed effects due to unobservable 

heterogeneity in order to control economy- wide yearly fluctuations. 

 

The following is the main regression model in this study: 

 

Firm Financial Performance it =  γ Board_Gender_Diversity it  +

 β1 Board_Char it +  β2Firm_Char it  +

α i +  π t  +  ε it                                                         (1) 

             

Where: 

i= Company and t =Time;  

γ it = Coefficient of the Percentage of Women);  

β1= Coefficient for that Board Characteristics;  

β2= Coefficient for that Firm Characteristics;  

α= The intercept;  

πt= Individual impact of t, is not measurable variables;  

εit= The error term. 

 

Return on Assets (ROA) is an indicator to measure the financial performance 

whereas board gender diversity is measured by the percentage of women 

directors on board, in consistence with existing literature. Board 

characteristics and firm characteristics are used as control variables. Board 

characteristics consist of Woman_Chair, %Independent, Ln_Boardsize and 

Duality. Firm characteristics consist of Leverage and Firm_age. 

 

Results and Discussion 

The key independent variable of this study is board gender diversity. The 

percentage of women is identified as the proxy with regard to board gender 

diversity which indicates the percentage of women directors in the board. 

With regard to the control variables, Woman_Chair is a dummy variable that 

equals to 1 when the board chair is a woman and 0 otherwise. The percentage 

of independent is the percentage of independent directors in the director 

board. Ln_Boardsize is the natural log of the board size. Duality equals to 1 

when chairman and chief executive officer (CEO) positions are handled by 

the same person and 0 otherwise. Leverage is debt divided by total assets. 

Firm_age is the natural log indicating the number of years for which the firm 
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has been listed with the CSE. Table 1 shows the descriptive statistics for all 

the variables used in this study for 1,865 firm–year observations.  

 Table 1. Summary Statistics of Panel Regression Model 

Source: Authors’ calculations 

 

Approximation of ROA has a mean value of 5.2%, which is close to the 

values obtained by Nazar (2014) for Sri Lanka (0.062). The mean percentage 

of women in the director board is 0.08 which is remarkably low. This value is 

similar to that obtained by Wellalage and Locke (2013) which has been 

carried out in the Sri Lankan context. Approximately, 28.5% of women 

directors are independent whereas 21.6% of them are executive directors and 

remaining hold non-executive directorships. 

 

The average board size equals to 8.02 and the maximum number of directors 

in the board is 18 while the minimum is 2. Average independent directors of 

the director board, is reported as 38.8%. The average leverage ratio signals 

that the CSE listed companies have an average 45.6% of debts relative to 

their assets. 

 

This study employs FE method to estimates the effects of board gender 

diversity on firm financial performance. Table 2 shows the findings of the 
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main regression model. The standard error of each coefficient is shown in 

parentheses. 
 

Table 2. Fixed Effects Regression 

 

 

 

 

 

 

 

 

 

 

Source: Authors’ calculations 

Note: ⁎ Significance at 10% level, ⁎⁎ Significance at 5% level. 

 

The results suggest that women directors have a positive and statistically 

significant impact on firm financial performance. For instance, 1% rise in 

%_Women ROA by 0.13%. With regard to other control variables, results in 

Table 2 reveals that leverage and firm age have a significantly negative 

impact on ROA.  

 

Conclusion 

Set against a scenario with an increased debate over the impact of women 

directors on firm performance, this study represents one of the earliest 

attempts in Sri Lanka to investigate same. Sri Lankan women are typically 

confined to family roles and invisible barriers tend to prevent them from 

climbing up the corporate ladder and representing themselves on boards. 

Therefore, the level of priority as indicated in literature for the impact of 
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female representation on firm financial performance is not similar to that as 

in developed countries. The study extends existing literature and contributes 

with new findings on board gender dominated sectors in the CSE. It also 

provides insights on the impact of female directors on the financial 

performance of the listed firms. The regression results generated through FE 

method shows that there is a positive impact on financial performance of 

listed firms due to the presence of women directors on board.  

 

This study has two main findings. Firstly, women directors have a positive 

and statistically significant impact on firm financial performance. Secondly, 

leverage and firm age have a significantly negative impact on firm financial 

performance. These results imply that in Sri Lanka, the gender composition in 

the corporate boards reflects an underrepresentation of women. Firms in most 

developed economies such as in the EU and US have compulsory gender 

quotas to implement when determining its board gender composition. At 

present, Sri Lanka has no such mandatory gender quotas to be adhered to. 

Therefore, the significance of the presence of women on board is still a topic 

that lacks awareness, but has potential to make an impact on firm 

performance. 

 

Keywords: Colombo Stock Exchange; Financial performance; Women 

Directors 
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Introduction  

Seaborne transport is disseminating remarkably worldwide in terms of 

development and integration in the world economic market. Container 

terminals play an essential role as an intermodal interface in seaports 

facilitating the transfer of cargo by connecting land and water. Three major 

operational functions are taken place in container terminals i.e. quayside 

operations, transfer operations, yard operations. Transfer operations are 

mainly focused on transferring containers between the berth area and the 

storage yard by container carriers. Prime-mover called yard truck (YT) is the 

most common equipment for the transfer operation. An inbound container is 

brought in by vessel and loaded on prime-mover by quay crane. An outbound 

container is loaded to Prime-mover from container yard by rubber-tired 

gantry crane (Zhang et al., 2002). 

 

 

 

 

 

Source: Ng, 2005 

Figure. Typical Yard Truck Operation of Container Terminal 

YT efficiency and productivity effect on the performance of a container 

terminal. Ascertaining the factors influenced in YT productivity is 

imperative to enhance container terminal and entire port performance in 

order to strengthen the economic growth and development of a country.  

Even though many previous studies mainly focused on container terminal 

mailto:1sandu123gamage@outlook.com
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efficiency and productivity, there is scant literature on determinants of YT 

productivity as a fundamental source to enhance terminal productivity.  

 

Nyema (2014) shows that factors such as equipment time (truck turnaround 

time) and other infrastructures directly affect the efficiency of container 

terminals. Bish (2003) studied the problem of YT scheduling and routing at 

a container terminal and targeted to minimize the total YT travel distance 

assigning locations and vehicles to jobs. Ahmed et.al. (2014) studied on 

improving the productivity of yard trucks in port container terminal using 

computer simulation. They showed improvement in the productivity rate 

combined with the unit cost savings using YT double cycling comparing to 

the standard single-cycle operation. Thomas et al. (1994) remarked that a 

prime-mover set should be compatible with the ship and yard operation to 

avoid interference among the connection unit. The literature clearly shows 

that prime-mover turnaround time is a crucial measure to enhance prime-

mover productivity. 
 

Research Problem 

YT productivity is one of the most important elements for the improvement 

of container terminal productivity. An efficient and smooth prime-mover 

system is essential to transport containers within the yard on time while 

minimizing delays and unladen travel time. South Asia Gateway Terminal 

(SAGT) is one of the world-famous container terminals which sustain with 

remarkable importance for the overall performance of Port of Colombo. 

SAGT expects to provide righteous facilities to its customers while reaching 

the utmost efficiency and productivity level. SAGT goals to increase the 

productivity of the YT operations as it directly affects the overall 

productivity. SAGT presently owns 70 prime-movers and five prime-movers 

are outsourced. Presently SAGT targets to handle a minimum of five 

containers per-truck per-hour with the intention of reducing the truck 

turnaround time (TTT) and unladen truck movements. SAGT is presently 

able to handle a maximum of three containers per-truck per-hour and its TTT 

and YT unladen movements are considerably high. Nearly, 65 prime-movers 

are allocated to the yard per-hour and SAGT expects to reduce allocating YT 

amount while enhancing its efficiency and productivity. As such, it is 

imperative to ascertain the influential factors of YT productivity in order to 

achieve the expected targets of SAGT. 
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Objectives  

The study mainly focuses to ascertain the factors of yard truck productivity in 

container terminals and South Asia Gateway Terminal (SAGT) in Port of 

Colombo was selected as the case of the study. Accordingly, the main 

objective of this study is to determine the factors of prime-mover productivity 

in SAGT. The study analyzes prime-mover productivity and influential 

internal and external factors during the six months period of time. In addition, 

the study identifies the most significant factors and potential difficulties to 

achieve the expected prime-mover productivity level. Finally, the study 

recommends the policy dimensions by relevant authorities to upgrade the 

prime-mover productivity through the identified crucial elements. 

 

Methodology 

As the study focuses on different factors of prime-mover productivity in a 

container terminal Multiple Linear Regression model which has more than 

one predictor variable to describe the variation of the dependent variable was 

applied for data analysis. The dependent variable (prime-mover productivity) 

is modeled as a function of eleven independent variables (Table 2.) with 

corresponding coefficients of β values, along with the constant term, β0. The 

selected internal and external factors based on the literature survey and expert 

opinions in SAGT. 

 

The predictor model of the study: 

PMP = β0 +  β1(RPMH) +  β2(PMBH) +   β3(RTGBH) + β4(RTGU) +

 β5(TTEU) + β6(ETM) +  β7(QCU) + β8(GR) + β9(HD) +

 β10(WE) +  β11(SHFT)                                               (1) 

The study was conducted using secondary data which was collected from the 

SAGT operational system during six-months from June to November 2018 

and the selected data set consisted of 366 observations. As the initial step, the 

data set was separated into two sections namely training set, which was used 

to train the model and the testing set, which was used to assess the 

performance of the model.   
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Table 1. Selected Variables for Model Estimation 

 

The training set consisted of 274 observations and the testing set consisted of 

92 observations. At the initial model estimation, it was identified that some 

predictor variables are highly correlated with each other. As the second step, 

the variable (TTEU) with highest Variance Inflation Factor (VIF) was 

removed from the model and refitted. As per the results of the 

multicollinearity test for the second model, it seems to be pretty much good 

with model diagnostics. As the model diagnostic testing plots of residuals vs 

Leverage and Cook’s Distance showed that 338th observation is an 

influential point in the second model, it was removed and refitted for the final 

model (Table 3). 

Name of 

variable 

Measure Description 

PMP Prime-mover 

productivity  

Amount of container handling by a prime 

mover (Yard Truck) per hour. 

RPMH Real prime mover 

hours  

Truck turnaround time/TTT (laden and unladen 

truck movements and waiting time within the 

yard area) 

PMBH Prime mover 

breakdown hours  

Hours of prime movers which are normally out 

of working. 

RTGBH Rubber Tire Gantry 

Crane breakdown 

hours   

Time when RTG operator login to the system 

after their normal working start time and log 

out from the system before their normal 

leaving time.  

RTGU RTG Real Utilization Number of container handling (loading and 

discharging) by one RTG per hour.   

TTEU Total Twenty-Foot 

Equivalent Units 

The total amount of container handling 

(loading and discharging) per day. 

ETM External truck 

movements 

Number of external truck movements for 

transporting export and import containers from 

the yard and ITT purposes.  

QCU Quay Crane utilization Number of container handling (loading and 

discharging) by one QC per hour.   

GR Group Employed group of the day (Group 1, Group 2, 

Group 3) 

HD Holidays Whether the date is a holiday 

WD Weekend Whether the date is a weekend  

SHFT Shift Night Shift or Day Shift 
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Results and Discussion 

As per the final model estimation, five variables i.e. Real Prime-mover hours 

(RPMH), Prime-mover breakdown hours (PMBH), RTG utilization (RTGU), 

QC utilization (QCU) and External truck movements (ETM) are statistically 

significant and identified as the most imperative factors of improving prime-

mover productivity (PMP) in SAGT.  

 

Table 2. Summary of Data Output 

Variable Coefficient Estimate P-Value 

Intercept 2.538e+00   3.28 e-11 

GR2 -0.05744 0.0508 

GR3 0.05412 0.0571 

RPMH -0.001984 1.16e-05 

PMBH -0.003723 0.00 

RTGU 0.2785 0.00 

RTGBH 0.002268 0.0542 

QCP 0.007593 0.0493 

ETM -0.001138 0.00 

WE 0.01986 0.4930 

HD -0.05197 0.4456 

SHFT -0.02133 0.4409 

Residual standard error: 0.181 on 261 degrees of freedom 

Multiple R-squared      : 0.9017 

Adjusted R-squared     : 0.8975  

F-statistic        : 217.5 on 11 and 261 DF,  p-value: < 2.2e-16 

 

The results show that RPMH negatively affects the PMP as expected through 

the model coefficient. This reflects when TTT increases by one unit, PMP 

decreases by 0.002 unit. There is a negative relationship between PMBH and 

the PMP and this shows the expected sign of the coefficient. When the 

PMBH increases by one unit, PMP decreases by 0.0037 units. The coefficient 

of RTGU shows the expected sign reflecting a positive relationship with 

PMP. When the RTGU increases by one-unit PMP increases by 0.27 unit. As 

per the final model estimation, an increase in one unit of QCU led to 

increasing the PMP by 0.007 units reflecting the expected positive sign of the 

coefficient. The expected negative sign of the coefficient of ETM shows 
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when the number of ETM increases by one unit PMP decreases by 0.0011 

unit. The results show that RTGU and QCU are highly influential factors for 

PMP. The current performance of RTGU and QCU is 10 and 28 containers 

per-hour respectively and expected to be 11.5 and 33 containers per-hour 

within the purview of existing capacity. This will enable SAGT to increase 

the current performance of PMP from 3 to 4.5 containers per-hour as 

expected in the YT operations. 

 

Figure 2. Model Diagnostic Plots 

 

Figure 2 shows the diagnostic tests of the final model without the 

338th observation. The Residuals-Fitted plot clearly depicts that the linearity 

assumption of the response variable is not violated. The Normal Q-Q plot 

shows that the residuals follow a normal distribution while the Scale-

Location plot shows that the variance of the residuals is constant. The 

Residuals- Leverage plot shows that there are no data points need to be 

revisited as outliers or influential points. 
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Conclusion 

The study found the five crucial determinants of prime-mover productivity in 

SAGT. Accordingly, RPMH, PMBH, RTGU, QCU, and ETM are the 

statistically significant variables captured as the highest influential factors. 

Yard trucks directly link with the RTGs and QCs and the productivity of 

these infrastructure facilities directly influenced in PMP enables to reduce the 

prime-mover delay time. As such, the study recommends that authorities 

should take necessary policy dimensions to improve the productivity of 

existing yard trucks increasing the efficiency of RTGs and QCs through 

proper maintenance, scheduling, and operational system. There are many 

unladen movements with considerable delay time in the YT operation due to 

the mismanagement and lack of proper route planning pattern etc and this 

reflects through the negative coefficient of RPMH. As such, unladen 

movement and delay time of RPMH should be minimized by introducing an 

efficient and effective route planning system.  In addition, proper 

maintenance system should be implemented as many prime-mover trailers in 

SAGT are older than ten years and it creates a high probability of breakdowns 

due to lack of maintenance. Moreover, introducing proper route planning for 

external truck drivers and get them aware of their own disciplines, and 

improving infrastructure facilities within the yard area including yard surface 

are indispensable. Further research should be carried out in other container 

terminals identifying more internal and external factors and expanding the 

observations to generalize the research findings with a comparative analysis. 

 

Keywords: Container-terminal; Prime-mover; Productivity; Yard-truck 
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Introduction 

Tourism has become an emerging industry in Sri Lanka. The economic shift 

towards a service base indicates the necessity of identifying approaches for 

sustainable development therein. However, the destination development 

within the boundaries of conservation and preservation has become a 

challenging task. The reviewed literature showed that several studies have 

revealed the importance of identifying the aspects of sustainability 

development as financial, corporate, social, and economic factors (Epstein, 

2009). Accordingly, it is essential in a sustainability direction not only 

identifying and commercially promoting mostly attracted tourist sites but also 

preserving those while paying attention on the environmental conservation.  

An economic valuation is important for deriving value for a non-market asset 

or good. When doing so, it requires an identification of relative importance 

and attractiveness of the asset or good. There are two methods of such 

valuating; revealed preference and stated preference. The revealed preference 

allows the derivation of a value based on the choices of a respondent by 

which the findings make a utility gain whereas the stated preference method 

uses a hypothetical scenario in estimating the value. A commonly used 

technique under the stated preference method is contingent valuation - CV 

(Abdullah et al., 2011). 

 

Research Problem 

The Udawalawa National Park is a well-known tourist site for its natural 

beauty and wildlife abundance in Sri Lanka. Moreover, it is the second 

largest revenue generator under the category of Conserved Forests and 

National Parks. According to SLTDA (2017), from the public sector revenue, 

15 percent was earned from that category. This has denoted the relative 

importance of the precision in valuing such natural resources that makes a 

tourist destination attractive. Since few studies have carried out to value 

mailto:isuri.samarawickra@gmail.com
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tourist sites in Sri Lankan context, there is a gap in such literature as well.   

Furthermore, the valuation method which was used in the present study will 

be facilitated to identify the relative importance of the site to the foreign 

tourists. The willingness to pay (WTP) among such tourists for a hypothetical 

situation enables an estimation of a celling price for that particular site. 

 

Objectives 

The main objective of the study was to estimate a value for the Udawalawa 

National Park. Apart from that, two supplementary objectives were set as to 

identify appropriateness of the current pricing for the site and estimate a 

celling price as the entrance fee. 

 

Methodology 

The visitations made from around the world complicates the categorization of 

the tourists when it is analyzing their behaviours towards the determinants of 

attraction. Hence, many studies have used the basic regional classification. 

According to SLTDA (2018), the Western Europeans and Northern 

Americans have been identified as the tourists who are touring Sri Lanka with 

highest purchasing power. The attractiveness of them towards the Sri Lankan 

tourist sites has motivated to select them as the population of the present 

study. Accordingly, a convenience sample (n = 57) was selected among the 

Western Europeans and Northern Americans who have visited the site during 

December 2018 – February 2019 and this time period showed the peak arrival 

rates of them. The responses were collected through a self-administered 

questionnaire. It was prepared in three languages; English, French and 

German and distributed according to the respondent’s language preference. 

The CV method was selected for the valuation of the site which is based on 

the random utility gain. Lee & Han (2002) have stated that this method is 

used a hypothetical scenario in recording WTP of the respondent for a non-

market asset.  

 

However, Abedini et al. (2016) have emphasized the respondent’s awareness 

on the current features of an asset and such that they identified the utility gain 

as his/her WTP for it. Based on the requirements for using CV method, a 

hypothetical scenario was created as a management program which help 

developing and preserving the site. As per Kealy & Turner (1993), the 
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present study have used the closed ended questions to extract the WTP since 

the site was considered as a non-market asset. The respondents were then 

given the opportunity in accepting to make an additional payment as the 

entrance fee if they have accepted the need of developing and preserving the 

site. 

 

Moreover, Samarawikrama et al. (2019) have revealed that the WTP obtained 

from the respondents could be identified as the maximum WTP by 

individually. It was identified that USD 5, USD 10, USD 50 and USD 100 as 

to be the offers of additional pay in the entrance fee compared to the USD 24 

approximately paid by an individual currently (USD 120 is charged per 

vehicle where essentially a person spends around USD 24 per visit with the 

assumption that maximum number per vehicle is 5 persons). Accordingly, the 

dependent variable was measured against the independent variables of offer 

accepted, income level, technology usage, satisfaction on equipment 

provided, quality of sanitary facilities, information provided and entry 

restrictions. Figure 1 shows the data analysis method used by the study. 

 

Figure 1. Data Analysis Methodology 

Moreover, the present study has incorporated the method used by Sedighi & 

Theocharous (2002) in estimating the logistic regression for the site. Those 

authors have stated that the logit models determine a conditional probability 

through the feelings or perceptions developed by a respondent on the 

characteristic of an asset. Thus, the logistic regression was to explicate the 

acceptance or the rejection of an offer based on the socio-economic and the 

quality of the site.  
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The estimation of the WTP was calculated based on the assumption that the 

additional payment for the entrance fee would be charged and also the 

acceptance of an offer allows in the utility maximization. Accordingly, Model 

Equation (1) was developed with reference to the study by Abedini et al. 

(2016). The Model Equation (1) has used the logarithmic odds of logistic 

regression coefficients  in estimating the mean WTP of the respondents of the 

study. Accordingly, STATA 11 version was used in the data analysis.  

𝐸(𝑊𝑇𝑃) = ∫ (
1

1+𝑒𝑥𝑝{−(𝛼∗+𝛽𝐴)}
)  𝑑𝐴

𝑀𝑎𝑥 𝐴

0
                                               (1) 

Where; 

E(WTP) - Mean Willingness to Pay 

A - Price of the accepted offer 

β - Coefficient of the offer accepted 

α*- Adjusted y-intercept 

 

Among the methods of obtaining the expected WTP, the integration from not 

accepting an offer to the maximum offer that can be accepted was used for 

the selected site. Since the respondents were the foreign tourists, the possible 

lack of emotional attachment to the site and the lack of responsibility towards 

a foreign nation were considered in the calculation (As per Nejad et al., 

1985). 

 

Results and Discussion 

Based on the responses that were collected from 57 tourists, the results were 

generated and shown in Table 1. 

 

Table 1. Logistic Regression Model for UNP 

Variable Coefficient Standard Error Meaningfulness 

Constant -40.713 33.296 0.221 

Log of annual income 

(USD) 

61.942 6.756 0.000* 

Offer (USD) 0.732 0.257 0.004* 

McFadden Pseudo R-squared = 0.6525 

Log likelihood = -7.64 

*Significance at 5% level 
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According to the Table 1, only the annual income level and the offer accepted 

by the respondents were found as significant. The constant value was 

insignificant which showed an inconclusiveness in the direct proportionality 

in the acceptance of an offer with the annual income of the tourists and the 

alternatives of the offers provided. Moreover, at 5 percent significance level, 

the model was explained the acceptance of an offer with the log annual 

income and offer were as 65.25 percent. Accordingly, quality of the site, 

restrictions on the number of entrants, and the effectiveness of promotional 

and informational strategies were not considered as much important by the 

respondents. 

 

The selection of foreign tourists for the study forced in the application of 

WTP which limited from zero to the maximum in the offer (i.e. USD 100). 

Also, the restriction was based on the lack of responsibility of the tourists that 

may exist towards the national development of a foreign country. The 

logarithmic odds of the coefficients were used for the calculations. The result 

was shown as follows; 

 

𝐸(𝑊𝑇𝑃) = ∫ 𝐹𝜂(∆𝑈)𝑑𝐴 =  ∫ (
1

1+𝑒𝑥𝑝{−(1.255−0.325𝐴)}
)  𝑑𝐴

100

0

100

0
=42.40899 

 

Accordingly, the expected WTP was found as USD 42.41. Moreover, it was 

estimated that 58,220 visitors have visited the site for the year 2018, thereby 

the total recreational value of the site for the year 2018 was estimated as USD 

2,469,100.51. However, the expected WTP was higher than the existing fee 

paid by a person. 

 

Conclusion  

The results showed an estimated WTP of USD 42.41 per person among the 

Western European and Northern American tourists for the Udawalawa 

National Park. This value has suggested an underpricing of the site by 76.71 

percent which is currently charged per person from those two regions. 

Moreover, it is suggested that the increment in the annual income and the 

price options given in an offer affect the acceptance of an offer and the 

existing state of the site is not a significant matter in the acceptance of such 

an offer. Also, the study has derived a value of USD 2,469,100.51 for the site 
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in year 2018 under the assumption of all the visitors of 58,220 pay the price 

generated as WTP.  

 

Accordingly, it suggested that the opportunity of generating additional 

revenue of USD 1,071,830.20 with the increment of the entry fee for the 

tourists from these two regions could be sought by the policy makers at the 

establishment of strategies for generating high contribution to the national 

income from the tourism industry in Sri Lanka. However, there would be 

resulted in a decrease in the number of people who are willing to visit the site 

due to an increase in the entrance fee. Hence, the estimated WTP value of the 

study could be used as a celling price in the entrance fee if there would have a 

revision and strategic change in the tourism industry. 

 

As future research directions, it is suggested to extend this study to find a 

flooring price for the site. Accordingly, a policy revision could be brought out 

considering both extreme ends of the purchasing powers. Furthermore, the 

identification of attractiveness of different tourist sites and the measurement 

of effectiveness of promotional and pricing strategies used in those sites 

would also be supported for the decision making of respective administrative 

teams in Sri Lanka.  

 

Keywords: Contingent Valuation; Udawalawa National Park; Willingness to 

Pay 
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Introduction 

Sri Lanka Transport Board (SLTB) is Sri Lanka’s foremost public bus 

transport provider, hailing from the nationalization of bus industry that was 

affected in 1958.  (Sri Lanka Transport Board, 2011). It is a statutory body-

corporate, and managed by a board of directors, in catering to approximately 

8.4 % of the public passenger transport demand in Sri Lanka. (National 

Transport Commission, 2015). 

 

Incurring financial losses has been a persistent problem associated with the 

SLTB, at least for the past decade and a half. The organization was 

persistently blamed for its inefficacy and mismanagement. (Kumarage, 2012). 

Various attempts to restructure the organization in the 1980s and 1990s, 

though resulted in a few short-lived improvements, did not show any 

sustainable turn-around. It was within this context that the SLTB showed 

overall financial surplus in 2017, which invited attention of the policy makers 

as well as researchers. 

 

Research Problem 

The organization recorded an average operating surplus of Rs 4.67 per bus 

kilometer operated in 2017, which was not recorded for decades before. In 

the recent past, particularly since 2009, SLTB had recorded persistent losses, 

and this apparent turn around in 2017 was thus seed for analysis. 

 

Research Objectives 

The present study was conducted to examine the causal factors that would 

have been behind the positive outcome in 2017, and to understand, in 

particular, the extent to which managerial action has contributed towards the 

improvement. 

 

mailto:tlgun@econ.cmb.ac.lk
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Methodology 

Operational performance, particularly in input-deployment efficacy and 

revenue generating effort, were focused in the analysis. Surpluses in 

operation could be resulted from reduced input costs, or improved revenues, 

or both. Thus, the research went into examining the trends in costs of 

operation, and deployment of buses, as well as in revenue generation over the 

period from 2009 to 2017. 

 

Data were sourced from various reports produced by the SLTB, mainly 

focusing on operating statistics. The reports “O-51” and profit/loss statements 

of SLTB were used as main sources of data, which provided data on bus 

operations, load-factors, revenues and itemized costs of operations. 

 

Results and Discussion 

The Figure 1 depicts the trend observed in overall financial results. The 

organization which was incurring losses throughout the period, and losses in 

excess of Rs 10 per operated kilometer in 2012, 2013 and 2015, has managed 

to record a surplus in 2017.  

 

 

Source: - Sri Lanka Transport Board  

Figure 1. Profit/(Loss) After Depreciation 2009-2017 
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The continuous improving trend since 2015 was note-worthy, and thus, the 

trends in input costs and their itemized break-ups as well as the revenue 

performance were examined separately. 

 

Revenue per bus kilometer has two determinant variables, namely (a) 

passenger load factor in operated buses, and (b) the revenue collected per 

passenger transported.  The Load Factor (LF) analysis of SLTB during 2009-

2017 period showed no significant improvement over the years; while in 

effect, a reduction could be observed in 2017 compared to 2010 as well as 

compared to 2016. (Figure 2). 

 

Therefore, the causality of the LF variable in bringing about the favorable 

financial result could not be established. 
 

 

Source: Sri Lanka Transport Board 

Figure 2.  Load Factor Trends in SLTB Operations 2009-2017 
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action-driven, over and above the direct impact of bus fare augmentation by 

the Government. 
 

 

Source: Sri Lanka Transport Board 

Figure 3.  Waybill Revenue per Bus kilometer Vs Average fare per KM 

 

A significant inference that could be made is that the waybill revenue 

improvement recorded after 2015 could have been driven very closely by the 

fare level augmentation (Figure 3). The fare level in 2017 was the second 
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achieving the higher waybill revenue in that year and earning profits. 

Therefore, the revenue-side push that may have been behind the improved 

financial performance in 2017 cannot be directly attributed to the 

management efficacy. 

 

The total revenue in operation also is driven by another parameter, namely 
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Source: Sri Lanka Transport Board 

Figure 4.  Average Vehicle Utilization per Operated Bus 
 

According to the AVU of the SLTB over the period 2009-2017, a clearly 

visible improvement from 2012 up to 2016 could be observed (Figure 4). 
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Fixed cost analysis was divided into two parts, namely (a) total employee 

emoluments and (b) other fixed costs. It is noteworthy that the total fixed cost 

has evolved almost parallel to the employee emolument changes (Figure 5). 

This reflects the heavy contribution the employee emolument component has 

had towards increase of total fixed costs of the SLTB.  
 

 

Source: Sri Lanka Transport Board 

Figure 5.  Fixed Cost per operated Bus 
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the “policy initiative”, more than management effort, could have been 

instrumental. 

 

The variable cost analysis, on the other hand, did not show any favorable 

turn-around in 2017. In fact, the variable cost per bus kilometer had 

continuously increased since 2015 and the turn-around in 2017 cannot be 

attributable to any variable cost management effort. 

 

Conclusion 

The study revealed that there has effectively been a financial performance 

turn-around in the SLTB in 2017.  The revenue and cost analyses, combined 

with examination of average operating and asset deployment parameters 

indicate that the most obvious contributory factor towards this financial 

performance in 2017 has been the reduction in Fixed Costs, the employee 

emoluments in particular. Given that this was more a “policy driven” 

initiative, with State patronage with the required finances for the Voluntary 

Retirement Scheme (VRS) offered, it could not be attributable an internal 

managerial action giving rise to productivity. While there have been several 

positive trends, attributable to managerial action, including the increasing 

trend in AVU, no direct indication could be found through the variable cost 

analysis or through the revenue analysis as to whether there has been any 

significant causal factor that were within the managerial control which had 

possibly given rise to the positive outcome in the particular year of 2017.  

 

The study therefore concludes that the positive outcome recorded in the 

SLTB is largely driven by the policy conjuncture, particularly by the fixed 

cost reduction made possible through the State-funded VRS. That was the 

only contributory factor that could be identified clearly associated with the 

year 2017, even though the improved trends visible in parameters such as the 

AVU over the years, though not different in 2017 compared to the level in 

2016, could have provided a strength, which, together with the VRS 

provided, pushed the SLTB out of the negatives in the year 2017. 

The sustainability of this patters, however, was not examined in the present 

analysis, which could be seed for future research in this direction. 
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Introduction  

Sri Lanka Transport Board (SLTB) is the State-owned public bus transport 

provider in Sri Lanka and it is often criticized for its financial performance, 

particular for inefficiency causing high costs, resulting in operating losses. 

However, in the recent past, financial performance of the SLTB (from 2009 

to 2017) has undergone a favorable change, and has recorded “financial 

Surplus” in 2017, a rare occurrence for a persistently loss-making State-

owned organization. Investigate into the causes behind this change in 

performance, a study conducted by the authors has revealed that such 

favorable change has had no influence from any improved performance on 

fuel. (Gunaruwan & Herath, 2019)  

 

This outcome prompted a detailed analysis of fuel consumption efficacy in 

SLTB, as fuel constitutes a major cost component, and any significant fuel 

performance improvement will undoubtedly contribute towards further 

improved financial performance. 

 

This paper summarizes the research conducted in that regard, namely fuel 

cost analysis, and fuel usage efficacy in SLTB over the years, to fathom the 

scope of financial performance improvement through fuel efficiency.  

 

Research Problem 

SLTB, persistently a loss-making organization in spite of an apparent turn 

around in 2017, spends over Rs 150 billion per year on fuel, consuming 

nearly 1.6 billion liters of auto diesel, amounting approximately to 61% of the 

overall variable costs of operation. Given that efficiency of fuel usage figures 

among important elements of vehicular operating efficiency in any transport 

business (Korattyswaroopan, 2010), economies that could be sought in regard 
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to fuel consumption will have a direct contribution towards organizational 

profitability. The problem focused in the present research thus was the fuel 

usage efficacy in SLTB’s bus operations over the period between 2009 and 

2017, and particularly during the year 2017, and to identify scope for 

improvement. 

 

Methodology 

The research went into examining fuel consumption efficacy in SLTB by 

gathering regional and deport-wise data on fuel usage and operated bus 

kilometers, sourced from the SLTB. Fuel prices were gathered from Ceylon 

Petroleum Corporation’s fuel price report. Annual evolution of fuel efficiency 

parameters worked out, and region-based comparisons were used as 

analytical techniques. Graphical and tabular methods were used in 

interpretation and presentation of data and results. 
 

Results and Discussion 

As a departure point, bus kilometers operated per liter of diesel consumed 

was chosen as the fuel performance indicator (fuel efficiency parameter), 

worked out as follows: 

Bus kilometers operated per liter = Fuel cost per kilometer / Price of fuel per 

liter 

The evolution of the overall fuel performance indicator over the period from 

2009 to 2017 is depicted in the Figure 1. 

 

 

 

 

 

 

Source: Author’s Estimates, using data sourced from the SLTB & Ceylon Petroleum 

Corporation 

Figure 1. Kilometers Operated per liter of fuel usage 
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It is evinced from this analysis that the fuel performance efficiency has 

declined from 2009, except for the slight improvement 2011 and 2015. The 

fuel performance in bus operations has been the lowest in 2017, reflecting a 

near 6% drop of kilometers operated in average per liter compared to 2009.  

 

Operating performance on fuel could be influenced by a number of 

determinants. According to literature, inefficient driving ability, size and the 

load of the vehicle, fleet maintenance, the type/make/model of the vehicle 

and engine and age of the vehicle are among such contributory variables 

(Armstrong-Wright & Thiriez, 1987). Geographical terrains, road conditions 

and traffic conditions also are considered as fuel efficiency determinants, 

though such factors are difficult to be quantified and managed by the vehicle 

operator. A study conducted by the authors deploying regression analysis, 

where the influence of such exterior conditions on fuel efficacy was modeled, 

resulted that over 59% of depots recorded the fuel efficacy indicator below 

the expected fuel efficiency level for the corresponding scenario of exterior 

conditions (Gunaruwan & Herath, 2019). The results of that analysis clearly 

indicate that there could be significant scope for fuel efficiency improvement 

through managerial effort, regardless of the variances influenced through 

geographic terrain, road conditions or traffic conditions. 

 

The study therefore went into a region-wise analysis of fuel efficacy 

parameter (operated kilometers per liter) in 2017. The premise for this 

analysis was that the same region, operating on same exterior conditions, 

cannot have monthly variations in fuel efficiency parameter. This was a 

departure from comparison of the annual average fuel efficacy, and getting 

into identifying how different such averages compared to the highest monthly 

fuel efficacy in each region in 2017. 

 

The results yielded through this analysis are summarized in the Table 1. It 

indicates that the SLTB in 2017 could have saved approximately 3 million 

liters of fuel if the respective regions managed to operate buses at the highest 

recorded monthly fuel efficiency level, which amounts to approximately 

Rs.270 Million of cost savings to the organization in one single year. 
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Table 1. Regional Fuel efficiency for the year 2017 

Region 

Average 

Fuel 

Performance 

in 2017 

(km/l) 

Highest fuel 

performance 

(km/l.) 

Potential 

Efficiency 

gain (km/l) 

Total 

operated 

KM/Year 

Potential Fuel 

Savings (l/Yr) 

Colombo 3.16 3.24 0.09 43857305 369325 

Gampaha 3.28 3.37 0.09 32347395 255374 

Kalutara 3.43 3.54 0.11 21316000 195210 

Mahanuwara 3.19 3.29 0.10 29676690 271776 

New Estern 3.62 3.66 0.03 31965240 80754 

Nothern 3.55 3.59 0.04 25266030 74468 

NuwaraEliya 3.11 3.22 0.11 26544625 296182 

Rajarata 3.80 3.87 0.07 40796415 193246 

Sabaragamuwa 3.35 3.40 0.05 40900805 193741 

Southern 3.47 3.59 0.13 45429360 468640 

Uva 3.27 3.34 0.07 48321985 330624 

Wayamba 3.53 3.57 0.05 52513280 187942 

Total Potential Fuel Savings in 2017 (liters) 2917282 

Source: Author’s Estimates, using data sourced from the SLTB & Ceylon Petroleum 

Corporation 

 

Calculating based on annual averages, adopting the study conducted by the 

authors, the SLTB, if performed at the average fuel efficacy level of 3.58 

kilometers per liter recorded in 2009, could have saved in average 7.5 million 

liters of fuel in 2017 (Gunaruwan & Herath, 2019), in addition to the savings 

calculated in this study taking into account the monthly variations reported. 

Thus, the overall potential of fuel savings that the SLTB could have secured 

within the year 2017 amounts to approximately 10.5 million liters of auto 

diesel, as summarized in the Table 2. Saving of 10 million liters of fuel, in 

addition to financial savings to the SLTB, means nearly USD 6 million 

saving of foreign exchange to the national economy. This also would prevent 

approximately 7500 tonnes of Carbon emissions, or over 27000 tonnes of 

Carbon Dioxide emissions, every year to the environment,1 implying 

substantial social benefit in respect of pollution abatement. 

 
1 1 liter of Diesel weights 835 grams. Diesel consists for 86.2% of carbon or 720 grams of 

carbon per diesel liter (http://ecoscore.be/en/info/ecoscore/co) 
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Table 2. Potential fuel savings for the year 2017 

Basis of estimation 

Additional 

km 

operable 

per liter 

Potential 

Fuel 

Savings 

(l/Yr) 

Potential 

Financial 

Gain 

 

Fuel efficiency gain in 2017 based on 

comparison of annual averages 

between 2009-2017 

0.21 7.5 Million 

 

Rs 713 Mn 

Fuel Efficiency gain within 2017, 

based on monthly comparison 
0.08 2.9 Million Rs 277 Mn 

Total Fuel Savings Potential  10.4 

Million 

Rs 990 Mn 

Source: Author’s Estimates 

 

Conclusion 

The SLTB has recorded financial surplus in 2017 with no contribution 

towards it by any fuel efficiency gains. It could therefore be inferred through 

the results of the present study that there could have been significant scope 

for fuel efficiency gains had the management of the organization paid careful 

attention and corrective action.  

 

The SLTB, thus, appears to have failed to realize an additional profit gain in 

2017 amounting to nearly Rs 1 billion, which it could have achieved had it 

paid strategic focus on fuel management. 

 

In conclusion, it can also be recommended that a depot-wise comparison, 

both monthly and year-by-year, be conducted, possibly using statistical 

analytical techniques, in order to get into more refined estimates of potential 

fuel economics. Engineering aspects also may be examined to fathom into the 

more specific opportunities of fuel efficiency gains in SLTB operations. 

These could be seeds for future studies. 

Keywords: Bus Transportation; Emissions; Fuel usage Efficiency; SLTB; 

Surplus  
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ye`Èkaùu 
 
ixpdrl jHdmdrh hkq rgl wd¾Ólfha jeo.;a ia:dkhla .kakd jHdmdrhls' 
ixpdrl l¾udka; wdY%s; l%shdldrlïj, § wdodhï W;amdok yelshdj" 
ú/lshdj wvq lsÍu yd /lshd wkqmd; by< oeóu i|yd Y%uh wjfYdaIK 
lsÍu udOHhla f,i fhdod .; yel' m%Odk jYfhka wd¾Ól" iudÔh yd 
ixialD;sl oDIaáfldaK lsysmhlska ne,sh yel' f,dalfha fndfyda rgj,a 
f,dalfha wfkl=;a wd¾Ól wxYj,g idfmalaIj jvd fõ.j;a j¾Okhla iy 
kj /lshd wjia:djka ks¾udKh lrñka" m%.;sYS,S l¾udka;hla f,i i,lkq 
,efí' ixpdrl l¾udka;h rfÜ wd¾Ól yd iudÔh ixj¾Okh Wfoid 
fnfyúka M,odhS fõ' wd¾Ól úoaj;=ka ixpdrl jHdmdrh ˜fkdfmfkk 
wmkhk˜ f,i y÷kajhs' tneúka" iaÒr ixj¾Okh yd kj iïm;a fjkqjg 
Lksc f;,a ixÑ; m%;sia:dmkh lsÍu i|yd" ish¨ myiqlï iy yelshdjka 
Ndú;d lsÍu wjYH fõ' fï wkqj" tla tla rfgys uQ,sl wruqK jkafka 
ixpdrl l¾udka;h ixj¾Okh lsÍuhs' f;,a yd fudag¾ r: l¾udka;fhka 
miq fuh ;=kajk fõ.j;a yd jefvk wd¾Ól m%mxph fõ' miq.sh jir oyhl 
ld,h ;=, wre.ïfí fjr<;Srh foaYSh yd úfoaYSh ixpdrlhkaf.a 
wdl¾IKh Èkd .kakd fjr< ;srhla f,i m%isoaOhg m;a ù we;' 
 
m¾fhaIK .eg¨j 

ixj¾ê; rgj,a fndfydauhla fj<|fmd, fkdjk fj<|fmd, jákdlï 
wOHhkhka mq¿,a f,i miq.sh oYl fol mqrdjg isÿ lr we;' flfia fj;;a" 
fï wdldrfha wOHhk lsysmhla u isÿ lr we;' ixj¾Okh fjñka mj;sk 
rgj, o;a; ysÕhla mj;shs' thg fya;=jla f,i ck;dj ;=< úfkdao ùug wvq 
jeo.;alula yd tjeks wOHhkhka isÿ lsÍu i|yd wêl msßjeh ksidh' 
ixj¾Okh fjñka mj;sk rgla jk Y%S ,xldj ;=< wOHhk yd o;a; ysÕhla 
mj;shs' wdre.ïfí fjr< ;Srfhys wd¾Ól jákdlu ;lafiare lsÍï wju 
uÜgul mj;shs' iajdNdúl mßirh úiska imhkq ,nk fiajdjka fkdi,ld 
yeÍu fyda ;lafiare fkdlsÍu ksid mßirhg úYd, ydkshla isÿù we;' 
ixrlaIKh lsÍu iïnkaOfhka iïm;a jerÈ f,i fjka lsÍu iy 
mqoa.,hkaf.a mriamr woyia fya;=fjka úfkdaod;aul yd fjk;a jákdlï 
;lafiare lsÍu jeo.;a fõ' wre.ïfí fjr< ;Srh wkd.; mrmqr i|yd 
ixrlaIKh lsÍu iy 

 
.=Kd;aulNdjh ;jÿrg;a jeäÈhqKq lsÍu i|yd uQ,Huh jYfhka ;lafiare 
l< hq;=h' wre.ïfí fjr< mdßißl iïm;ls' fuu wOHhkh ie,iqï lr 
we;af;a wre.ïfí fjrf<a úfkdaod;aul jákdlu fy<s lsÍu i|yd wd¾Ól 
;lafiarejla isÿ lsÍu i|yd h' fuu wOHhkfha ksYaÑ; mrud¾:h jQfha 
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fuu úYaf,aIKh isÿ lsÍu i|yd fj<|m, fkdjk ;lafiare l%uhla Ndú;d 
lsÍuhs' 
 

wOHhkfha wruqKq 

fuh m%Odk f,i u m¾fhaIK wruqKq ;=kla Tiafia ;jÿrg;a wOHhkh 
lsßu l< yels h' 
 

▪ wdre.ïfí fjr< ;Srfhys wd¾Ól jákdlu fldmuK o @
 

▪ foaYSh úfoaYSh ixpdrlhkaf.a wdre.ïfí fjr<g we;s b,a¨u 
flfrys n,mdk wd¾Ól yd  iudÔh idOl fudkjd o @

 

▪ wdre.ïfí fjr< ;Srfhys m%j¾Okhg .; hq;= m%;sm;a;suh ;SrK 
ljf¾ o @

 
 
l%ufõoh 

fuys§ fuu m¾fhaIKhg wod< ix.yKh jkqfha wre.ïfí fjr< ;Srhg 
ffokslj meñfKk ixpdrlhka h' tys§ tÈfkod úfkdaod;aul lghq;= 
i`oyd meñfKk ixpdrlhkaf.a ixLHdj osfkka Èk fjkia fõ' fuu 
m¾fhaIKh ;=< m%udKd;aul o;a; we;=<;a fõ' tfuka u m%d:ñl o;a; yd 
oaú;shsl o;a; hk o;a; foj¾.h u fhdod .ksñka m¾fhaIK l%shdj,sfha 
fh§u isÿ fõ' fuu m¾fhaIKhg wkqj m%d:ñl o;a; /ia lsÍu isÿ lrk 
w;r ta i`oyd m%Yakdj,s l%uh fhdod .kq ,nhs' fuys§ mqj;am;a" i`.rd" 
wka;¾cd,h hk uQ,dY% yryd m¾fhaIKhg wjYH Èú;shsl o;a; /ia lr.kq 
,nhs' mrdhla; úp,H f,i ixpdrlhska meñfKk jdr .Kk fj; fhduq 
ùu i,ld n,kq ,nhs' wOHhkh i`oyd wjYH o;a; /ia lsÍfï udOH jkqfha 
m%Yakdj,S l%uhhs' fuu m¾fhaIKfha wruqKq mÍlaIdjg ,la lsÍug l,ams; 
fhdod.kq ,efí' tys§ úp,H fol w;r iïnkaO;djh olajk w;r fuys§ 
th m%ldYkhla f,i olajd ;sfí' 
 
wre.ïfí fjr< ;srhg meñfKk foaYSh ixpdrlhka 150 yd úfoaYSh 
ixpdrlhka 50 fofkl= iiïNdú ksheÈ l%uhg f;dardf.k m¾fhaIKh isÿ 
lrk ,§' m%;spdr oelajQjka f;dard .ekSu i|yd Ndú;d lrk ksheÈ l%uh 
l%ñl wyUq kshe§uls' fuu fjr< ;Srfha wd¾Ól jákdlu uekSu i`oyd 
m%jdyk msßjeh l%ufõoh Ndú;l, w;r ta u.ska fuys wd¾Ól jákdlu 
úoHd;aul j .Kkh lrk ,§' ;jo foaYSh yd úfoaYSh ixpdrlhkaf.a 
f.ùug we;s leue;a; flfrys n,mdk iudc wd¾Ól idOl úYaf,aIKh 
lrk ,§' fjr< ;Srfha wd¾Ól jákdlu uekSu i`oyd oekg nyq,j Ndú;d 
jk m%;smdhk wdlD;sh u; mokï jq ixLHd;aul l%uh Ndú;d lrk ,§' 
 
o;a; bosrsm;a lsrSu iy úYaf,aIKh 

m%Yakdj,S iólaIKh yryd kshe`osfha tla tla tallhka mÍlaIdjg ,lalr 
,nd.;a o;a; m%;sY; wdldrfhka my; j.=fjka oelafõ' 
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j.= wxl 01. úia;rd;aul úYaf,aIKh 

 foaYSh ixpdrlhka weiqfrka 
úfoaYSh ixpdrlhka 

weiqfrka 
ia;%S mqreI ixhq;sh     

mqreI 90%  68%  

ia;%S 10%  32%  

újdyl ;;a;ajh     

újdyl 59%  20%  

wújdyl 42%  80%   
uQ,dY%h : ( ksheÈ iólaIKh" 2019) 
 
wre.ïfí fjr<;srhg meñ‚ úfoaYSh ixpdrlhskaf.ka nyq;rhla 

hqfrdamShhka (50%)" fojk ol=Kq wdishdkqjka (6%), wdishdkqjka (6%), iy 

ueofmrÈ. (4%) h' iólaIKhg ,la jQ ixpdrlhkaf.a 68%la muK mqreI 
jk w;r wfkla wh 32% ia;%Ska h' hqfrdamsh iy ol=Kq wdishdkq ixpdrlhka 
jeä jYfhka mqreIhka úh' 
 

j.= wxl 02. m%;smdhk úYaf,aIKfha m%;sM, 

 foaYSh ixpdrlhka weiqfrka úfoaYSh ixpdrlhka weiqfrka 

 β ix.=Kl P- w.h β ix.=Kl P- w.h 

wka;#Lkavh β0 8.249 0.000 β0 0.359 0.650 

uq¿ ixpdr msßjeh β1 -0.511 0.000 β1 -0.001 0.001 

wdodhu β2 0.150 0.008 β2 0.311 0.009 

ÿr β3 -0.339 0.000  - - 

ia;S%$mqreI Ndjh β4 0.063 0.248 β3 -0.218 0.099 

jhi β5 0.092 0.112 β4 0.144 0.229 

wOHdmkh uÜgu β6 -0.007 0.902 β5 -0.034 0.794 

újdy ;;a;aj β7 -0.156 0.008 β6 0.411 0.002 

m%jdyk udOH β8 -0.015 0.781 β7 0.281 0.025 

iyiïnkaO;d 
ix.=Klh 0.784   0.701   

ks¾Kk ix.=Klh 0.615 (62%)  0.492   

iïu; wm.ukh 3.161   0.539    
uQ,dY%h : ( ksheÈ iólaIKh" 2019 
 
nyq.=K m%;smdhk 

foaYSh ixpdrlhka weiqfrka 

 

VR = 8.249-0.511 TC + 0.150 INC -0.339 DIS + 0.063 SEX -0.007 EDU -

0.156 MAR -0.015 MOT + 0.092 AGE + ε 
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úfoaYSh ixpdrlhka weiqfrka 

VR = 0.359-0.001 TC + 0.311 INC - 0.218 SEX -0.034 EDU +0.411 MAR -

0.281 MOT + 0.144 AGE + ε 
 
úp,Hkays VIF idOlfha w.h 10g jvd jeä kï tysoS nyq talf¾Çh;djhla 
we;s nj fmkakqï lrhs¡ th .eg¿ldÍ ;;a;ajhla fõ' fuysoS ish¨ úp,Hkays 
nyqtalf¾Çh;d ;;a;ajhla olakg fkd,efí. 
 
Durbin -Watson w.h 2 fyda 2g wdikak jkúg iaj iy iïnkaO;djhla 
fkdue;s f,i y`ÿkajhs¡ fuys Durbin -Watson w.h 2.262la jk w;r th 
2g wdikak w.hla fõ' tneúka fuys iaj iyiïnkaO;djhla fkdue;s nj 
±laúh yel' 
 

wd¾Ól jákdlu weia;fïka;= lsÍu( mdßfNda.sl w;sßla;h)  
 
 
 
 
 

mdßfNda.sl 
w;sßla;h = 

foaYSh ixpdrlhka 
ixLHdj 

=  1,300,000 = re.2,544,031.311 

 -βtc(local) -0.511  

mdßfNda.sl 
w;sßla;h = 

úfoaYSh ixpdrlhka 
ixLHdj 

= 400,000 = re. 400,000,000.00 

 -βtc(non local) -0.001  

  

wd¾Ól jákdlu  re. 2,544,031.311 + re' 400,000,000.00 = re' ñ,shk 
402.544 
 

by; iólrKfha oelafjk mßÈ wre.ïfí fjr< ;Srh i|yd jk iuia: 
mdßfNda.sl w;sßla;h remsh,a ñ,shk 402'544la f,i .Kkh lrk ,§' fuu 
w.h by< uÜgul mj;sk nj fmfka' by< mdßfNda.sl w;sßla;hla i|yd 
fya;=jla jkqfha wvq ixpdrl msßjeh ix.=Klh úh yels w;r th 
úfoaYslhkaf.a o iólaIKh ksid úh yels h' fuu w.h by< uÜgul 
mej;=k o" f;dard.;a l%uh úfkdaod;aul jákdlu muKla .%yKh lr we;s 
neúka th wj;lafiare l< yels w;r iuia: wd¾Ól jákdlfï fjk;a 
fldgia fkdue;' iólaIKh lsÍfï§ ixpdrl msßjeh l%ufõoh ms<sn| .eg¿ 
lsysmhla mej;=K o mdßfNda.sl w;sßla;h i|yd wm by< ;lafiarejla 
,nd.;a neúka iuyr .eg¨ ;ju;a b;sß j we;s nj fmfka' mdßfNda.sl 
w;sßla;hg by< jákdlula we;s w;r thg fya;=j mdßfNda.sl w;sßla;h 
Garrod iy Willis (1999) wkqj wdlD;sfha msßú;rhkag fnfyúka ixfõ§ 
ùuhs' ixpdrlhka f.ùug m%ldYs; leue;a; u; mokïj idudkHfhka 
foaYSh ixpdrlhka re 50 la iy úfoaYSh ixpdrlhka weußldkq fvd,¾ 5 
^re880& la fjr<g m%fõYúh yels .dia;=jla fhdackd lrk ,§' fuu 
fhdackdjg fya;=j kï" wre.ïfí fjrf<a újD; m%fõY fjr<la jk w;r" 
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m%fõYùfï .dia;=jla weia;fïka;= lsÍu is;a.kakd iq¿ úh' tau .dia;= 
fhdackd u.ska meyeÈ,s jkafka fuu fjrf<a ;srfha ienE wd¾Ól jákdluhs' 
fuu f.ùug we;s leue;a; flfrys n,mdk idOl w;r foaYSh 
ixpdrlhkaf.a jvd;a m%n, idOl jkafka wdodhu" msßjeh" ÿr" újdy 
;;a;ajh yd úfoaYSh ixpdrlhkaf.a jvd;a m%n, idOl jkafka wdodhu" 
msßjeh" újdy ;;a;ajh yd m%jdyk udOH fõ' 
 
ks.uk yd fhdackd 

fmd;=ú,a m%dfoaYSh iNdj úiska we;=,aùfï .dia;=jla l%shd;aul lsÍug ;SrKh 
l<fyd;a fuu weiaf;fïka;=j, m%;sM,j,ska fndfyda m%fhdack ,nd.; yels h' 
fuu fjr< wdl¾YkSh fjr< l<dmhla njg jeä ÈhqKqlr we;=<;a ùfï .dia;=jla 
weh lsÍug fhdackd lrñ. iuyr ixpdrlhka úiska bÈßm;a lrk ,o fhdackd 
w;r fjr< fmdÿ wdik fyda mqgq" uyck mqia;ld,h" krUkakka wëlaIKh lsÍu 
i|yd Ôú;drlaIl wxY" wvq ñ,g ñ, § .;yels wdmkYd,d iy l%Svd há;, 
myiqlï hk .eg¿ kd.ßl n,OdÍka úiska úi÷ï ,nd fokafka kï" ÿr neyer 
m%foaYj,ska jeä ixpdrlhska fjr<g wdl¾IKh jkq we;' 
 
fuu fjr< ;Srfha ;jÿrg;a m%j¾Okh lsÍu ioyd m%;sm;a;suh jYfhka foaYSh yd 
úfoaYSh ixpdrlhkaf.a hï uqo,la wh lr .ekSu fhda.H nj;a th fuu fjr< 
;Srfha ixj¾Okhg fhdod.; hq;= nj;a fuu m¾fhaIKfhka fhdackd lfrñ' Y%s 
,xldj ixpdrl yd ixialD;sl ld¾hdxYh iy wre.ïfí k.r ixpdrl yd 
ixialD;sl ld¾hdxYh foaYSh yd úfoaYSh fm!oa.,sl ixpdrl wdfhdaclhska ms<s.ekSu 
i|yd fyd| m%j¾Ok" oekaùï l%shdldrlï isÿl< hq;= w;r ixpdrl l¾udka;fha 
úNj m%;s,dN ,nd .ekSu i|yd m%dfoaYSh m%cd iyNd.S;ajh by< kexúh hq;= h'  

ish¨ ck;dj i|yd iy úfYaIfhka u fmd;=ú,a k.rjdiSka i|yd iajdNdúl 
iïm;aj, iuia: wd¾Ól yd m%;s,dN ms<sn| oekqj;aNdjh we;s lsÍu wjYH fõ' 
úfkdaod;aul ia:dkj, mßirfha .=Kd;aulNdjh iy ksyv;djh jeä l< hq;=h‘' 
.=jka f;dgqfmd, iy wre.ïfí k.rh w;r iuyr há;, myiqlï ^fmdÿ 
m%jdykh& jeäÈhqKq l< hq;=h' wvq ñ,g ñ,§ .; yels wdmkYd,d is:dms; lsßu'  
foaYSh yd úfoaYSh ixpdrlhkag úfkdaod;aul lghq;= i`oyd fjk u ia:dk is:dms; 
lsßu' 

uq, mo fj<|fmd, fkdjk ;lafiare lsÍu m%jdyk msßjeh l%uh 
mdßfNda.sl w;sßla;h úfkdaod;aul jákdlu wre.ïfí fjr<;srh 
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yeoskaùu 

1970 oS ma,diaála nE.a yÿkajd oS we;s w;r fuh mdßfNda.slhska yd is,a,r 
fjf<ka`oka w;r ckm%sh ù we;' óg fmr ld, jljdkqfõoS lvodis" lmq nE.a 
iy foaYSh ndialÜ Ndú; lr we;' fïjdg idfmaËj fmd,s;Ska yd ma,diaála 
Ndú;fha myiqj yd ,dNodhs;ajh u; lvodis" lmq nE.a iy foaYSh ndialÜj, 
Wmfhda.S;djh iïmQ¾Kfhka jdf.a w;=reoyka ù we;' ma,diaála nE.a iuyr 
úg ;ks Ndú; nE.a f,i ye`oska fõ' idmamqj, isg ksfjiaj,g NdKav /f.k 
hdu i`oyd fuh Ndú;h kj úl,amhla f,i o" wmøjH neyer lsÍfï 

.eg¨j,g wjia;djla f,i fuh Ndú; lrhs (Mesthane, 1986)' ma,diaála 

nE.a fjf<`odu Okm;shka i`oyd cd;Hka;r fjf<`odula fõ (Giddens, 

2006)' iEu j¾Ihlu f,dj mqrd ma,diaála nE.a ì,shk 500 la muK Ndú; 

lrk nj weia;fïka;= lr we; (Spokas, 2007)' fuu nE.aj,ska nyq;rh tla 
jrla Ndú;fhka miq wmøjH f,i neyer lrkq ,nhs' úúOdldr jd¾;d 
fmkakqï lrkqfha ma,diaála nE.a ;ju;a oeä mdßißl ¥IKhka fukau 
rfgys .%dóh yd kd.ßl m%foaYj, i;a;aj fi!LHh ydks we;s lrk njhs' 
 
› ,xldj jd¾Islj fmd,s;Ska yd ma,diaála wuqøjH yd ksñ NdKav fgdka 
220"000 la muK ksIamdokh lrk nj weia;fïka;= lr we;' › ,xldj 
jd¾Islj mßfNdackh lrkq ,nk fmd,s;Ska yd ma,diaála wuqøjH yd ksñ 
NdKav ie,lsh hq;= m%udKhla wdkhkh lrk w;r tajdhska m%Odk jYfhka 
ma,diaála wuqøjH oeä mdßißl .eg¨ we;s lrhs' uOHu mßir wêldßfha 
uQ,dY%hkag wkqj fmd,s;Ska yd ma,diaála fgdka 500"000 la muK wdkhkh 
lrhs' tu m%udKfhka › ,xldj wmkhk fjf<`odfïoS fmd,s;Ska yd 
ma,diaála 30] la tkï fgdka 150"000 la Ndú; lrkq ,nk w;r b;sßh tkï 

fgdka 350"000 ^70]& la foaYSh fjf<`o fmd< ;=, mj;S (Dangalla, 

Chandrasena, Semasingha & Amarasingha, 2013)' wmkhk fjf<`odu i`oyd 
Ndú; jk fmd,s;Ska yd ma,diaála 30] úkdY ùu i`oyd j¾I 500 - 1000 ;a 
w;r ld,hla .; fõ' foaYSh fjf<`o fmd<j,aj, Ndú; jk fmd,s;Ska yd 
ma,diaála 70] ka 40] la tkï fgdka 140"000 la m%;spl%SlrKh lrk w;r 
b;sß 60] tkï fgdka 210"000 m%udKhla li, njg m;a fõ' tu li, ksis 

f,i l<uKdlrKh l< hq;= h (Ministry of Environment, 2013)'  
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› ,xldj ;=, iefIa melÜ ñ,shk 100la muK" fidaia cEï fyda Ieïmq iu`. 

fmd<s;Ska nÿka ñ,shk 20la iy Lunch sheets ñ,shk 15la muK oskm;d 

Ndú; lrhs (Dangalla et al., 2013)' fld<U uy k.r iNdj osklg l=Kq 
fgdka 700 la tl;= lrkq ,nk w;r  tys fmd,s;Ska yd ma,diaála 6] la 
wka;¾.; fõ' wfkla wmøjHj,g jvd fuys mdßißl n,mEu b;d úYd, 
fõ' f,dal ióËK jd¾;dj,g wkqj iEu j¾I 10 lg jrla fmd,s;Ska yd 
ma,diaála ;=ka .=Khlska jeä fõ' 
 
m¾fhaIK wruqKq 

m%Odk wruqK 

Ndú; l< mdßfNda.sl fmd<s;Ska yd ma,diaála" mdßißl yd wd¾Ól jYfhka 
n,mdkafka flfiao hkak úu¾IKh lsÍu' 

wkq wruqKq 

1' mdßfNda.sl fmd<s;Ska yd ma,diaála j¾. iy tajd úúO me;slv Tiafia 
fldmuK m%udKhla Ndú; lrkjdo hkak mÍËd lsÍu' 

2' .Dy l=gqïN úiska mdßfNda.sl fmd<s;Ska yd ma,diaála Ndú;fhka miq 
neyer lrk wdldrh y`ÿkd .ekSu' 

3' ;sridr f,i fmd<s;Ska yd ma,diaála Ndú;h i`oyd wjYH m%;sm;a;suh 
fjkialï y`ÿkd .ekSu' 

l%ufõoh 

kHdhd;aul miqìu 

ma,diaála j, ,dNodhs;ajh" ieye,a¨" Yla;su;a" l,a mj;sk" wêl ;dm" wêl 
úLdok m%;sfrdaOl øjH iy úoHq;a mßjdrl .=Kdx. we;=<;a fõ' T!IO f.k 
tk NdKav úYd, m%udKhla idod .ekSu yd ;dËKsl oshqKqj" n, Yla;sh" 
b;=reï iy fjk;a fndfyda iudc m%;s,dN ,nd .ekSug tajdfha .=Kdx. 

Ndú; lrkq ,nhs (Andrady & Neal, 2009)' 3R ixl,amh jk wvq lsÍu" 
kej; Ndú; lsÍu iy m%;spl%SlrKh lsÍu jHq;amkak lr we;af;a wmøjH 
l<ukdlrK OQrdj,sh wdY%fhks' OQrdj,sh u`.ska wmøjH l<ukdlrK 
úl,amhka tajdfha fhda.H;djh iy wmøjH wju lsÍfï yelshdj wkqj j¾. 
lrhs' wmøjH l<ukdlrK uQ,O¾uj, OQrdj,sh wmøjH wju lsÍu" kej; 
Ndú; lsÍu" m%;spl%SlrKh" oykh iy neyer lsÍu wdY%fhka ilia lr we; 

(Kirkpatrick, 1992). OQrdj,sfha jvd;a iqÿiq úl,amh f,i wmøjH wju lsÍu 
by<skau mj;S' 
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kshos rduqj 

.d,a, osia;%slalfha lrkafoKsh m%dfoaYSh f,alï fldÜGdihg wh;a .%du 
ks<Odß jiï 40 mj;S' tu .%du ks<OdÍ jiïj, ;sfnk uq¿ ksjdi ixLHdj 

20"400la fõ (wd¾Ól ixj¾Ok ks<OdÍ jd¾;d" 2018). iiïNdú kshÿï 
l%ufõohla jk  fmdl=re kshosh u`.ska .%du ks<Odß jiï 5 la f;dard .;a 
w;r tu .%du ks<OdÍ jiï 5 ;=< ksjdi 2"098 la mj;S' tu`.ska my< wdodhï" 
uOHu wdodhï iy by< wdodhï wdjrKh jk mßos .Dy l=gqïN 50 la ne.ska 
.Dy l=gqïN 150 la kshosh f,i f;dard .kakd ,oS' fuu m¾fhaIKfhaoS o;a; 
/ia lr .ekSu i`oyd m%d:ñl o;a; iy oaù;Sl o;a; fhdod .kakd ,o w;r 
uQ,sl o;a; /ia lr .ekSug m%d:ñl o;a; iy wOHhkh bosßhg lr f.k 
hdug wjYHh o;a; /ia lr .ekSug oaù;Sl o;a; o fhdod .kakd ,oS' fuysoS 
m%d:ñl o;a; /ia lr .kq ,enqfha m%Yakdj,s l%uh Ndú; lrñka h' fuysoS 
.Dy l=gqïN úiska uilg fldmuK fmd<s;Ska yd ma,diaála m%udKhla Ndú; 
lrkjd o hkak fidhd n,hs'  
 
o;a; úYaf,aIKh 

o;a; mÍËd lsÍu" o;a; mú;%SlrKh" mßj¾;kh lsÍu iy wdlD;s ks¾udKh 
lsÍfï l%shdj,sh o;a; úYaf,aIKh f,i ye`oska fõ' o;a; úYaf,aIKfha 
mrud¾:h jkqfha m%fhdackj;a f;dr;=re fidhd .ekSu" ks.uk oekqï oSu iy 
;SrK .ekSug iyh ùuhs' fuu mÍËKh m%udKd;aul mÍËKhls' tneúka 
tl;= lrk ,o o;a; úYaf,aIKh isÿ lrkq ,nkafka m%udKd;aul o;a; 

úYaf,aIK l%u u`.sks' o;a; úYaf,aIKh isÿ lsÍu i`oyd MS Excel iy SPSS 

uDÿldx.h" iqoqiq úia;rd;aul yd wkqudK ixLHdf,aLk hgf;a ish¨u 
m%d:ñl o;a; úYaf,aIKh lsÍug Ndú; lrk ,oS' fuysoS ta ta l=gqïNhkaf.a 
ma,diaála yd fmd,s;Ska Ndú;h yd thg n,mdk úp,Hhka w;r 
iïNkaO;djh uekSu i`oyd nyqúO m%;smdhk úYaf,aIKh fhdod .kakd ,os' 
 
m%;sM, iy idlÉPd 

rEm igyk 01 g wkqj meyeos,s jkqfha .Dy l=gqïN úiska l=uk j¾.fha 
ma,diaála yd fmd,s;Ska øjH Ndú; lrkjdo hkak iy uilg fldmuK 
m%udKhla ma,diaála yd fmd,s;Ska Ndú; lrkjdo hkak ms<sn`ojhs' fuysoS 
jeä m%udKhla fIdmska nE.a Ndú; lrk w;r th 46] ls'  

rEm igyk 02 g wkqj meyeos,s jkqfha tl;= jk ,o ma,diaála yd fmd,s;Ska 
neyer lrk wdldrh ms<sn`ojhs' ta wkqj jeä m%%udKhla tkï 67] 
lm%udKhla mq¿iaid ouhs' th b;d wys;lr ;;a;ajhls' tfukau lrkafoKsh 
m%foaYfha ma,diaála yd  fmd,s;Ska ;ek ;ek úis lsÍu" úlsKSu iy 
m%;spl%SlrKh lsÍu 0] ls' fï jk úg lrkafoKsh m%foaYfha k.r iNdj 
úiska lsisÿ m%;spl%SlrK l%shdj,shla isÿ fkdjk w;r ish¨u ma,diaála yd  

fmd,s;Ska Landfill lrhs' 
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Shpping 

Bag

46]

Lunch 

sheets

8%

fhda.Ü 

lma

14]

ma,diaál

a 

fnda;,a

9]

fidaia 

melÜ

3]

fjk;a

15]

Ieïmq 
melÜ 
5]

  

 

 

j.= wxl 01. l,ams; mÍËd lsÍu 
Úp,Hh P w.h iïNkaO;djh Beta w.h 

mqoa.,sl wdodhï uÜgu (I) 0.001 Ok iïNkaO;djhls 0.208 

mjqf,a idudðlhska ixLHdj (FM) 0.007 Ok iïNkaO;djhls 0.194 

Wmdê uÜgfï wOHdmkh (E) 0.032 Ok iïNkaO;djhls 0.170 

iqmsß fjf<`o ie,a (TM) 0.000 Ok iïNkaO;djhls 0.439 

rcfha fr.=,dis ms<sn`o oekqj;aNdjh 

(AR) 
0.000 iDK 

iïNkaO;djhls 
-0.371 

uQ,dY%h : kshos ióËKh 2019 

ta wkqj" 

 

 

ksh; mofha w.h -0'987 ls' fuu`.ska woyia lrkqfha mqoa.,sl wdodhï uÜgu" 
mjqf,a idudðlhska ixLHdj" wOHdmk uÜgu" NdKav ñ,os .kakd ia:dkh 
wfkl=;a fjf<`o ie,a ùug idfmaËj iqmsß fjf<`o ie,a ùu iy rcfha 
fr.=,dis ms<sn`o oekqj;aNdjhla fkdue;s ùug idfmaËj oekqj;aNdjhla 
;sîu Y=kH jk úg fmd<s;Ska yd ma,diaála Ndú;h -0'987 la njhs'  
 

mqoa.,sl wdodhfuys Beta w.h 0'208 la jk w;r tu`.ska woyia jkqfha 
wfkl=;a idOl ia:djrj mj;sk úgoS mqoa.,sl wdodhu tall 1 lska by< hk 

uQ,dY%h : kshos ióËKh 2019 

 
rEm igyk 01. .Dy l=gqïNhkays 
udihlg wod< ma,diaála yd 
fmd<s;Ska Ndú;h 

 

rEm igyk 02. ma,diaála yd fmd,s;Ska  
neyer lrk wdldrh 

67%

17%

0%0%

16%
0%

ms<siaiSu li, f.dvg oeóu
;ek ;ek úis lsÍu m%;spl%SlrKh lsÍu
k.r iNdjg ndroSu úlsKSu

logUPP
( I, FM, E, YM, AR )

 = -0.987 + 0.208I+ 0.194FM + 0.170E + 0.439TM – 0.371AR  
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úg fmd<s;Ska yd ma,diaála Ndú;h 20] lska by< hk njhs' tkï fuys 
Okd;aul iïNkaO;djhla mj;S' 
 

mjqf,a idudðlhska ixLHdfjys Beta w.h 0'194 la jk w;r tu`.ska woyia 
jkqfha wfkl=;a idOl ia:djrj mj;sk úgoS mjqf,a idudðlhska ixLHdj tla 
mqoa.,fhl= ne.ska by< hk úg fmd<s;Ska yd ma,diaála Ndú;h 19] lska 
by< hk njhs' tkï fuys Okd;aul iïNkaO;djhla mj;S' 
 

wOHdmk uÜgfuys Beta w.h 0'170 la jk w;r tu`.ska woyia jkqfha 
wfkl=;a idOl ia:djrj mj;sk úgoS oaù;Sl wOHdmkh ,eîug idfmaËj 
Wmdê uÜufï wOHdmkhla mej;Su tall 1 lska by< hk úgoS fmd<s;Ska yd 
ma,diaála Ndú;h 1'2 jdrhlska by< hk njhs' 
 
NdKav ñ,os .kakd ia:dkh wfkl=;a fjf<`o ie,a ùug idfmaËj iqmsß 

fjf<`o ie,a ùfuys Beta w.h 0'439 la jk w;r tu`.ska woyia jkqfha 
wfkl=;a idOl ia:djrj mj;sk úgoS NdKav ñ,os .kakd ia:dkh wfkl=;a 
fjf<`o ie,a ùug idfmaËj iqmsß fjf<`o ie,a ùu tall 1 lska by< hk 
úg fmd<s;Ska yd ma,diaála Ndú;h 1'6 jdrhlska by< hk njhs' 
 
fmd<s;Ska yd ma,diaála Ndú;h iïNkaOfhka mj;sk rcfha fr.=,dis ms<sn`o 

oekqj;aNdjhla fkdue;s ùug idfmaËj oekqj;aNdjhla ;sîfuys Beta w.h -
0'371 la jk w;r tu`.ska woyia jkqfha wfkl=;a idOl ia:djrj mj;sk úgoS 
fmd<s;Ska yd ma,diaála Ndú;h iïNkaOfhka mj;sk rcfha fr.=,dis ms<sn`o 
oekqj;aNdjhla fkdue;s ùug idfmaËj oekqj;aNdjhla ;sîu tall 1 lska 
by< hk úgoS fmd<s;Ska yd ma,diaála Ndú;h 0'7 jdrhlska my< hk njhs' 
 
ks.uk yd fhdackd 

ma,diaála yd fmd,s;Ska  ms,siaiSu iy li< f.dvg oeóu by< uÜgul mj;S' 
th b;d wys;lr ;;a;ajhls' ta i`oyd ksis ms<shï .ekSu i`oyd rdcH wxYh 
wfmdfydi;a ù we;s neúka Ndú; l< ma,diaála yd fmd,s;Ska øjH 
m%;spl%SlrKh lsÍu by< kexùu i`oyd fm!oa.,sl jHjidh osßu;a lsÍu isÿ 
l< hq;= h' tfukau osia;%slalfhka osia;%slalhg" m%foaYfhka m%foaYhg Ndú; 
lrk ,o ma,diaála yd fmd,s;Ska m%udKh fjkia jk neúka wod< m%foaYhg 
.e<fmk mßos l%shdud¾. ie,iqï l< hq;= w;r ma,diaála yd fmd,s;Ska øjH 
fjkqjg wdfoaYk NdKav ksmoùug ksIamdolhska fm<U úh hq;= h' fmd,s;Ska 
Ndú;h hï m%udKhlg iSud lsÍu i|yd oeä kS;s Í;s ;sìh hq;= w;r 
m%foaYfha iEu ksjdihla u wdjrKh jk mßÈ ffcj ydhkhg ,la úh yels 
ma,diaála yd fmd,s;Ska Ndú;h iy tajd úêu;a wdldrfhka neyer lrk 
wdldrhka ms<sn`oj oekqj;a lsÍfï l%shdud¾. ixúOdkh l< hq;=h' tfukau 
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rch úiska ma,diaála yd fmd,s;Ska mßydkshg m;a l< yels Ëqø Ôùka yÿkd 
.ekSug jeä jeäfhka wOHhkhka isÿ l< hq;= h'  
 

uQ, mo : ma,diaála; fmd,s;Ska; mqoa.,sl wdodhu; 3R ixl,amh  
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Introduction 

The term sustainability in the context of business world generally refers to the 

ability of a company to survive and succeed in a dynamic, competitive and 

challenging business environment. Small and Medium Enterprises (SMEs) 

too are needed to be adapted to the changing environment and take 

appropriate measures to mitigate the change. Discussion on competitive 

challenges comes in to the forefront of business community due to 

revolutionary changes taken place in the society, environment and economy 

which is referred in the business literature as triple bottom line – people, 

planet and profit. These changes compose the current three competitive 

challenges such as globalization, technology and environment (Noe, 

Hollenbeck, Gerhart, & Wright, 2013).  

 

In order to strike a balance between the triple bottom line by SMEs, it is 

required to reduce pollution and resource degradation in the long run. It is 

therefore required to understand the nature of challenges posed by changing 

environment to sustainability of SMEs. According to the recent literature on 

SMEs, there are several factors triggering the social, economic and 

environmental change such as globalization, national political economic 

changes of a country innovation and financial creativity are among them. 

 

Research Problem 

The challenges to sustainability include: the ability to deal with economic and 

social change; engage in responsible and ethical business practices; 

efficiently use natural resources and protect the environment; provide high-

quality products and services and develop metrics to determine if the 

company is meeting stakeholder needs (Noe, Hollenbeck, Gerhart, & Wright, 

2013). Therefore, in order to make SMEs ready to face present global 

challenges, it is essential to understand the nature of challenges, issues and 
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remedial measures to face the challenges. Therefore, it is indispensable to 

explore the insights of the said challenges through the available literature.  

 

Objective 

The general objective of this study is to analyse global literature on 

sustainability challenge applied to SMEs in order to understand the nature of 

the challenges relating to its various types, identify less studied areas, issues 

arisen and existing and proposed adaption and mitigation measures.    

 

Methodology 

Following research questions were formulated to achieve the objective: what 

are the types of sustainability challenge, what are the less studied types, what 

are the issues already in place in relation to SMEs, what kind of actions taken 

to adapt to and mitigate causes of issues and what are the proposed measures 

to face the challenge.  The first, the study carried out an extensive web search 

on a SME related journal publication and found over 1 million web 

publications. The second, the reviewed few terms related to the five key 

sustainability challengers identified in the literature such as environmental 

change, economic and social change, environmental sustainability, efficiency, 

quality products, and stakeholder needs as inclusion criteria of the papers for 

this review. These five types of challenge were selected as the framework of 

the search. The third, the study limited the selected papers at the second stage 

considering the three criterions – 1) Journal publishing company, 2) impact 

factor of the journal and 3) a number of google citations. Emerald, Elsevier, 

Taylor Francis, and MDPI were main publishing companies of the journals 

considered in selecting the papers.  

 

By taking into account these four criterions, the study selected 140 research 

articles were finally selected for this review based on the relevance of the 

papers with the central theme of this review which was constructed based on 

the research problem. In addition, published working papers and reports by 

the World Bank and other multilateral organizations were considered for this 

review. Thematic content analysis method was applied in data analysis with 

above mentioned five types of the sustainability challenge.  Using MAXQDA 

software the relevant text from papers were extracted for each theme and 

further conducted comparison among extracts. This methodology provided 
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sufficient space for covering recent global literature related to SME 

sustainability.   

 

Results and Discussion 

The analysis was summarized in to five themes of sustainability challenges as 

discussed above. 

 

Challenge1: Ability to Deal with Economic, Environmental and Social 

Change 

Change of the rules of business game has dictated new rules without 

adherence to which the survival of companies, economic sectors and entire 

regions become questionable and needs adaptation strategies (Ahmedova, 

2015). The profit of SMEs will reduce with macroeconomic change (Kumar 

& Rao, 2016). These new rules create new fields, new needs and deep 

changes in the traditional sectors and therefore traditional rules will not work 

as usual. Therefore, it is essential to design new strategies for companies, 

sectors of economies and even national economics. National economic 

policies also play an important role for the success of the SMEs. If the 

national economic policy environment is positive, consumers will spend and 

small business will be healthy. 

 

Challenge 2: Engage in Responsible and Ethical Business Practices 

There are two kinds of schools exist on the issue of responsible and ethical 

business practices: those  believe that there is a need for paradigm shift for 

addressing environmental issues by the business world and those believe that 

the environment is a just strategic or subjective rather than normative or 

ethical issue (Aragon-Correa, et al. 2008). Conversely, sustainability can be 

assured only through responsible use of natural resources (Vasquez, et al. 

2018). 

 

Challenge 3: Efficiently Use Natural Resources and Protect Environment 

It is well evident that the environmental issues are increasingly impacting on 

economy, society and nature. Therefore, it is quite obvious that the firms are 

expected to become aware of the importance of seeking strategies and taking 

measures to mitigate and prevent environmental impacts. The growing 

concern about the availability of natural resources for future generations and 
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their survival has been the premise for decision making in the industrial 

sector to improve the quality of life and preserve the environment.   In this 

domain, important concepts such as sustainable development and eco-

efficiency have been developed. They represent the trend to achieve a 

balanced use of resources and a reduction of environmental pollution by 

preventing waste and establishing economic returns (Vazquez, et al, 2018). 

The analysis show that waste disposal and resource degradation are less 

studied aspects in relation to SME sustainability. 

 

Challenge 4: Provide High Quality Product and Services 

One of the important production planning problems is the need to ensure the 

best quality product and services. Poor quality products of SMEs consider as 

a problem for larger companies to cooperate with SMEs (Singh, Garg, & 

Deshmukh, 2009). High quality products at low cost and timely delivery are 

enabled by good technological decisions (Singh, Garg, & Deshmukh, 2009). 

SME growth and access to business development services and financing may 

enable firms to produce quality products. 

 

Challenge 5: Meeting Stakeholder Needs 

The SMEs practice both reactive compliance to proactive environmental 

leadership approaches. Sustainability and stakeholder management are 

included in new corporate performance evaluation and reporting systems 

(Caputo, Carrubbo & Sarno, 2018). In general, proactive environmental 

practices are resulted by stakeholder pressure and exist in combination of 

unique capabilities of SMEs such as: shared vision related with owner 

founder’s vision is closely communicated to organizational members; 

strategic proactivity related with innovativeness and entrepreneurial culture 

and stakeholder management related with flexibility in managing 

relationships. (Aragon-Correa, et al. 2008). Accordingly, nature of SMEs 

creates positive environment for moving towards proactive environment 

practices leading to sustainability.  

 

There are also negative lessons of SMEs in relation to its proactivity to 

sustainability. Compared to larger firms, the SMEs are tending to be 

influenced by powerful stakeholders. Further, influence is higher when larger 

firms subcontract smaller once. (Tapia, Correa & Manzanares, 2010). 
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Conclusion 

The new business rules create new fields, new needs and deep changes in the 

traditional sectors and therefore traditional rules will not work as usual. 

Therefore, it is essential to design new strategies for companies, sectors of 

economies and even national economies. Sustainability can be assured only 

through responsible use of natural resources. In this domain, important 

concepts such as sustainable development and eco-efficiency have been 

developed. They represent the trend to achieve a balanced use of resources 

and a reduction of environmental pollution by preventing waste and 

establishing economic returns. The analysis show that waste disposal and 

resource degradation are less studied aspects in relation to SME sustainability 

which need further research. High quality products at low cost and timely 

delivery are enabled by good technological decisions SME growth and access 

to business development services and financing may enable companies to 

produce quality products. Nature of SMEs creates positive environment for 

moving towards proactive environment practices leading to environmental 

sustainability. Corporate Social Responsibility and Environmental 

Management System supported by changes in the national policy and 

regulations in relation to sustainability will help improve readiness of   SMEs 

to sustainability challenge. 

 

Keywords: Ethical Business; Environmental Protection; Resource 

Efficiency;  

Socio-Economic Changes; Stakeholder Needs; Sustainability Challenge. 
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Introduction 

The SME sector in Sri Lanka has been identified as a key element to drive the 

economic progress including economic growth, regional development, 

employment generation and poverty reduction of Sri Lanka. The Government 

of Sri Lanka recognizes SMEs as backbone of the economy, as it accounts for 

more than 75% of the total number of enterprises, provides 45% of the 

employment and contributes to 52% of the Gross Domestic Production 

(GDP). According to the report on listing stage Economic Census 2013/2014 

(p.27), there are 1,017,267 SMEs registered in Sri Lanka and 2,255,171 

number of persons are engaged in SMEs. The potential associated with the 

SME sector has been positively adopted by the government and other 

development partners in economic development, increasing wealth creation 

and fight against poverty and in employment creation. Although the 

government with the Ministry of Finance & the Central Bank provided the 

remedies for the SME sector with the cooperation of private banks in Sri 

Lanka, NGOs, multilateral and bilateral organizations and a considerable 

number of SMEs collapsed and fell into Non-Performing Loan (NPL) 

category. The NPL ratio of Sri Lanka has been increased by 0.9%. This study 

argues that the reason for this NPL trend is due to the lack of Financial 

Literacy of the SME sector.  

 

In general, financial literacy means a blend of knowledge, skill, attitude and 

behavior required to make sound financial decisions and finally realize 

individual financial security. It has been used to refer to knowledge of 

financial products, knowledge of financial concepts and mathematical skills 

required for effective financial decision-making (DailyFT, 2017). It is 

essential for them to have a certain level of financial literacy in addition to 

their domain expertise. The primary objective in finance is the shareholder’s 

wealth maximization. And financial literacy will also safeguard rural 
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entrepreneurs from aggressive moneylenders who may exploit the borrower’s 

lack of financial knowledge. There were profitable SMEs which later shrank 

due to cash flow problems. 

 

Research Problem 

Credit line is the most common source of external finance for plethora of 

SMEs in Sri Lanka, which are often heavily dependent and traditional debt to 

fulfill their start-up, cash flow and investment needs. Although the role of 

banks and other financial institutions is clear in the SME arena, lending to 

SMEs remains a difficult and discouraging activity because of lack of 

financial literacy problem and its influence on the sustainability of these 

ventures and they fail to repay the loan properly. The critical problem is most 

of the public & private credit lending agencies face poor loan repayment from 

SMEs. Statistics show that the loan default tendency by SMEs has been a 

tragedy and the loan repayment problem is an unsolved issue faced by the 

majority of financial institutions that offer credit facilities to the SME sector. 

Not only have the lenders, borrowers fail to manage their own ventures 

profitably. Some of SME owners have taken their own lives as a direct result 

of this crippling debt & loss of business. In Sri Lankan context, failures of 

SMEs are very high as shown in Table 1. 

 

Table 1. The size of SMEs and Number of Succeeded and Failed 

Businesses 

Size of the Business 

(No. of Employees) 

Success Failed Total 

1-50 164 121 285 

51-100 38 28 66 

101-150 22 15 37 

151-200 15 16 31 

201-250 11 20 31 

Source: Daily Mirror, 2016 

 

In Sri Lanka, despite the continued increase in financial support to SMEs by 

the government and other development agents, there is still a chronic failure 

and collapsed rate of SMEs in Sri Lanka. While SMEs in Sri Lanka have 

continued to appreciate loan facilities, repayment in most cases has been a 

problem and thus the aim of investigating the financial literacy and its impact 
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on loan repayment by SMEs in Sri Lanka. It will be benefited to SME’s 

performance particularly in the entire country. It will also assist private and 

the public sector to develop policies which support the development of SME 

sector. 

 

Objectives 

The main objective of the study is to identify the relationship between 

financial literacy and loan repayment by SMEs in Sri Lanka. The research is 

undertaking further to address the following specific objectives: 

▪ To determine how book-keeping skills influence on loan repayment 

among SMEs in Sri Lanka. 

▪ To determine the effects of credit management skills on loan 

repayment among SMEs in Sri Lanka. 

▪ To examine how budgeting skills, affect loan repayment among SMEs 

in Sri Lanka. 

 

Methodology 

This research investigates the financial literacy and its impact on loan 

repayment by SMEs, by using three skills pertaining to financial literacy. A 

total of 220 SMEs was assessed to determine the extent of their compliance 

of use of these skills. They are; Book-Keeping Skill, Credit Management 

Skill and Budgeting Skill.   
 

The main research hypotheses in this study are; 

H0: There is no significant relationship between financial literacy and loan 

repayment by SMEs in Sri Lanka 

H1: There is a significant relationship between financial literacy and loan 

repayment by SMEs in Sri Lanka 

Further, this study employed a descriptive research design. Descriptive 

research design involves the collection of information from all the sampled 

individuals through their responses to questions (Mugenda & Mugenda, 

2006). This design was found appropriate because it described the effect of 

financial literacy on loan repayments. This study used a structured and 

adjusted Likert Scale (1 – 5) questionnaire containing 23 questions focused 
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on SMEs’ use of skills and demographic characteristics of individuals and 

characteristics of enterprises. And the population of this study consists of 

SMEs operating their businesses in Sri Lanka. The sample is 220 SMEs 

established in the Greater Colombo, Colombo, North Western, North Central, 

Southern, Uva and Sabaragamuwa Regions and they covered 85 branches. 

Those regions have been taken as per the breakdown of the subjected private 

bank in Sri Lanka. After all the primary data were collected, this study was 

classified in accordance with variables. Excel spread sheet and SPSS package 

version 20.0 were used to generate descriptive statistics and frequencies for 

variables and statistical tests. Descriptive statistics were applied to help 

establish patterns, trends and relationships and to make it easier to understand 

and interpret the implications of the study.  

 

Results & Discussion 

This study used a multiple regression analysis in order to test the relationship 

among book- keeping skills, budgeting skills and credit management skills 

against the loan repayment rate. As per the results, the coefficient of 

determination of this study is 70.4%. In other words, in this study 

independent variables studied explain only 70.4% of the effects of financial 

literacy on the loan repayment by SMEs in Sri Lanka as represented by R2. 

This means that the other variables, which were not studied in this research, 

contributed by 29.6% and thus further research should be conducted to 

investigate these other effects of financial literacy on the loan repayment by 

SMEs in Sri Lanka. 

 

Table 2. Coefficients 

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

B Std. Error Beta 

 

(Constant) 2.360 .057  41.407 .000 

Book_Keeping_Skill -.240 .049 -.594 - 4.868 .000 

Budgeting_Skill .159 .029 .475 5.521 .000 

Credit_Management_Skill .101 .046 .248 2.190 .030 

[a. Dependent Variable: Status of Loan Obtained] 

 

As per the SPSS generated table above, the equation (Y=β0+ β1X1+ β2X2+ 

β3X3+ε) becomes Y=2.360-0.240X1+0.159X2+0.101X3. This regression 
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equation shows that taking all the factors into account (Book-keeping skills, 

budgeting skills and credit management skills) at constant zero, and then the 

loan repayment rate is 2.360. If a unit increases in book-keeping skills when 

other variables at zero, leads to 0.240 decrease in loan repayment, in the same 

way if a unit increases in budgeting skills and credit management, they lead 

to 0.159 & 0.101 increase in loan repayment respectively. At 5% level of 

significance and 95% level of confidence, then book keeping, budgeting and 

credit management skills are significant in explaining the relationship 

between financial literacy and the loan repayment by SMEs in Sri Lanka 

since their levels of significance are below the base significance level of 0.05. 

The interpretation therefore is that the observed data are consistent with the 

assumption that the null hypothesis is false and thus hypothesis must be 

rejected and the alternative hypothesis accepted as true.  

 

As the studies done by Harrison, Phelista & Nyamboga (2015) and Henri, 

Fred & Olive (2015) are mostly similar to this study, it can be concluded that 

this study represented the Sri Lankan context. 

 

Conclusion 

From the findings of this study, it can be concluded that the performance of 

SMEs is indeed affected by skills related to budgeting and credit management 

skills. This study concentrated mainly on the SME sector in 6 regions out of 8 

regions and they were selected from the client base of a particular leading 

private bank in Sri Lanka. There are many challenges faced in the formation 

of SMEs and the acquisition of financial literacy by the SME stakeholders. 

The global economy is greatly dependent on the success of SMEs, which 

create employment, poverty alleviation and balanced developments. SMEs 

allow the rural poor, women and youth to diversify their income which brings 

about economic growth in rural and urban setups. 

 

Keywords: Book Keeping Skills; Budgeting Skills; Credit Management  

Skills; Financial Literacy; Small & Medium Sized Entrepreneurs (SMEs)  
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Introduction 

It is obvious that there is a misallocation of income mainly due to unequal 

distribution of resources. This is apparent in the countries where most of the 

people are in the category of poor or poorer. Meanwhile this is further proved 

by the evident of the Department of Census and Statistics, (2016) the poverty 

headcount index of Sri Lanka was 4.1%, and 843,913 people are in poverty. 

As to overcome from this poverty issue, individuals need to begin their very 

own organizations or include in any pay producing exercises either. Anyway, 

customary banking isn't including and keen on giving advances to poor for 

the most part because of the fix judgment of "higher probability of default”. 

From the time of development of Microfinance, it opened a new path to poor 

people as starts to cater poor people who were neglected from traditional 

financial system. Microfinance facilities are provided by both formal and 

informal financial institutions. In Sri Lanka, Licensed commercial banks, 

licensed specialized banks, Co-operatives and NGOs are the active agents 

who involved in Microfinance facilities (Central Bank of Sri Lanka, 2019). 

Microfinance has the capability of empowering and transferring power to 

women. All the products and services of Microfinance are created to cater 

poor women who were suffered from providing collateral requirements, Men 

salary guarantee, Distance, financial literacy and cultural barriers (Kamau, 

2012). At the same time has been proved by numerous studies that the 

Microfinance has a greater impact on women empowerment. But at the same 

time some studies have discussed the negative impact of Microfinance on 

women empowerment. It pointed out that some people are made poorer 

instead of richer. Therefore, the main purpose of this study is to investigate 

the impact of microfinance on women empowerment in Sri Lanka. 

 

Research Problem 

According to the Central bank of Sri Lanka, poor people have limited access 

to traditional banking services as they are being ignored by them, However as 

mailto:shanikarajapaksha1994@gmail.com1


189 

a result, these excluding groups are moving toward in to the informal and 

unregulated means of loans to fulfill their family needs; consequently this has 

resultant them to pay a higher rate of interest. ((Fine, 2009).As per the study 

of the Lanka Microfinance Practitioners' Association, (2018), the total active 

women borrowers are 2,439,187 and it is 85% of the total active borrowers in 

2018.Hence it is evident that in Sri Lanka, the rate of women participation 

has been increased with comparison to men participation. Further, according 

to the historical findings, it has been evident that there is also a research gap 

exist in this topic. As per Schuler et al., (1996) and Schuler & Hashemi, 

(1994) the main aim of microfinance is to empower Women and providing 

access to credit and finance to make them independent and empowered and 

increase their autonomy and decision-making power at household level. 

Based on this, there were abundant of studies that have carried out. And it has 

been proved in some studies that the microfinance has positively impacted on 

women empowerment (Pitt, Khandker, & Cartwrigh, 2006) where in contrast, 

in some studies it has proved that there is a negative relationship or no 

relationship exist between those two variables (Armendariz & Roome, 2008; 

Rahman, 1999). 

 

Objectives 

By considering the above research problem the primary objective of this 

study is to investigate the impact of Microfinance on women empowerment 

and specific objectives are to find out the most significant factors influencing 

on women empowerment and to give suggestions and possible 

recommendation to improve the availability and usage of Microfinance. 

 

Methodology 

The research design adopted a quantitative approach. The study has classified 

the dependent variable which is women empowerment into three main 

dependent variables such as economic empowerment, social empowerment 

and psychological empowerment and use three regression models to explain 

the impact of microfinance separately to each kind of women empowerment 

categories. And the independent variable which is Micro Finance has been 

measured using two variables; availability of microfinance and usage of 

microfinance. A survey using women customers of microfinance institutions 

in Matale district (N = 200) were carried out using a structured questionnaire 
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consists of 62 items (Kamau, 2012; Lama, 2014). Furthermore, the responses 

for the main variables were measured using five-point Likert scale and the 

relevant indicators to measure those variables were identified from the 

reviewed literature. The correlation analysis was used to measure the 

association between variables and regression analysis was conducted to 

identify the impact of usage and availability of microfinance on women 

empowerment. 

 

Results and Discussion 

The 85% of the sample was represented by with married women. Majority of 

the respondents were from the age group of 40-49 (33%) and 30-39 (25%). 

61% of the women customers were only had the education up to the 

secondary school (O/L) and the monthly earning of majority were between 

Rs. 10,000-15,000 (39%) and above Rs.20,000 (32%). 

 

Table 1. Results of Correlation Analysis 

Dependent V. 

 

Independent V. 

Social 

Empowerment 

Economic 

Empowerment 

Psychological 

Empowerment 

R p-value r p-value R p-value 

Availability of 

Micro finance 

0.717 0.000 0.724** 0.000 0.852 0.000 

Usage of Micro 

finance 

0.714 0.000 0.705** 0.000 0.823 0.000 

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

Source: Kumari and Dias, 2019 

Table 2. Results of - Regression Analysis 

Dependent V. 

 

 

Independent V. 

Regression model 01 

Social Empowerment 

(SE) 

Regression model 02 

Economic 

Empowerment (EE) 

Regression model 

03 Psychological 

Empowerment 

(PE) 

β p-value β p-value Β p-value 

Constant 0.884 0.000 0.514 0.005 0.053 .688 

Availability of  

Microfinance (AM) 

0.341* 0.005 0.481* 0.001 0.592* 0.000 

Usage of Microfinance 

(UM) 

0.347* 0.008 0.355* 0.025 0.387* 0.001 

Adjusted R2 0.539 0.539 0.749 

* p< 0.05 

Source: Kumari and Dias, 2019 
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Model 1 →SE = 0.884+0.34AM+0.35UM      (1) 

Model 2 →EE = 0.514+0.48AM+0.35UM      (2) 

Model 3 →PE = 0.053+0.59AM+0.39UM      (3) 

 

According to the statistical results that were shown in Table 1, each 

correlation coefficient was above 0.7 which denoted a strong positive 

association between all dimensions of microfinance and women 

empowerment at 1% significance level. Furthermore, Psychological 

empowerment has a very strong association with microfinance usage and 

availability compared to other two dimensions of women empowerment. 

 

Since women empowerment was measured under three dimensions, three 

regression models were generated (Table 02) to explain the impact.  

Accordingly, first model was to investigate the impact of microfinance on 

social empowerment and, both dimensions of microfinance had almost an 

equal significant impact on social empowerment of women; (β=0.341 and 

β=0.347). In the second model and third model, the availability of 

microfinance had a higher significant impact (β = 0.48 and β = 0.592) on 

economic and psychological empowerment of women than usage of 

microfinance. However, psychological empowerment was significantly 

impacted from both dimensions of microfinance compared to social and 

economic empowerment. Further the adjusted R square for psychological 

empowerment was the highest (0.75) which means 75% of psychological 

empowerment was explained by the usage and availability of microfinance 

and the other two models explained 54% of the social and economic 

empowerment of women. 

 

Conclusion 

Findings of the research helped concluding that there is a significant impact 

of microfinance on women empowerment. In the study, women 

empowerment has identified under three dimensions that are whether the 

women are socially empowered, economically empowered and 

psychologically empowered due to the availability and usage of microfinance 

facilities. According to the findings, the usage and availability of 

microfinance had significant impact on three of these empowerments with a 

significant strong positive association. However, the psychological 
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empowerment was the best model to explain the women empowerment as it 

has the highest significant association and impact of usage and availability of 

microfinance and got the highest R squared value to explain psychological 

empowerment. Accordingly, it can be concluded that usage and availability 

of microfinance has a higher impact on the psychological empowerment of 

women. 

 

The study recommends the microfinance facility providers to increase the 

availability and usage of its services by different approaches such as friendly 

and cooperative of field officers, technological innovations, convenient 

installment method and charge a fair price as that will empower more women 

and leads to the success of the microfinance institutions. Since the study was 

considered only Matale district, it is suggested the future researchers to 

increase the sample size and number of districts which would help 

generalizing the findings widely. Further the future researchers can add more 

control variables which explain the women empowerment and can investigate 

the role of demographic variables such as age, income level, location and 

education level in explaining the impact of microfinance on women 

empowerment. 

 

Keywords: Economic; Empowerment; Microfinance; Psychological; Social 
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Introduction  

Start-ups are the driving force behind the economic growth. Thus, all 

countries continuously stressing on swelling the number of the start-ups. 

Complications in financing the start-ups is known for decades as the main 

barrier for enhancing the rate of start-ups.   Many lefts behind their business 

ideas just because of the lack of capital. Lower access to finance in such ways 

has become a road block for entrepreneurial development and consequently 

for the economic development (Islam, Bokhari & Abalala, 2018). Countless 

number of survey results reported that finance accessibility was the 

significant constraint behind the lower rate of starts-ups (Mazzarol, et al., 

1999; Horton , 2019). In par with that, numerous governments, private, and 

social welfare (i.e. charity-based) institutions offer schemes for start-up 

capital. Many offerings take the form of loans where there are plenty of aids, 

donations and sponsorships too. Most of these solutions are not known by the 

mass crowd due to ineffectiveness in communication (Fogel, 2001). For 

instance, many such financial aid schemes operate at regional level thus only 

known to regional people. Additionally, all if not many such schemes demand 

extensive documentation followed by restless lengthy processing (Wijesinha 

& Perera, 2015).  Resultantly, the available solutions at present poorly 

address the problem of financing the start-ups (SBA, 2019).  

 

Crowd funding/crowd sourcing as an emerging source of financing over the 

Internet overriding the traditional means of financing (Bradford, 2012; 

Hekman & Brussee, 2013; Nolin & Olson, 2016). Many young entrepreneurs 

around world have recognised crowd funding as “easy money” i.e. an 

amenable way of financing their start-ups (Belleflamme, Lambert & 

Schwienbacher, 2013). Increasing internet usage too complement the 

attractiveness of crowd funding as an alternative mean of searching for start-

up money. Increased crowd funding opportunities would result in enhancing 
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the entrepreneurial intentions as it aid in overcoming the problem of start-up 

capital. This association is hardly ever addressed in the body of 

entrepreneurial development knowledge. Thus, the present study aimed at 

finding the association between awareness of crowd funding and start-up 

intention in Sri Lankan context.  

 

Research Problem  

Start-ups means a type of business that is started by individual founders or 

entrepreneurs. Start-up intention defined as an individual effort of starting an 

own business (Krueger Jr, Reilly, & Carsrud, 2000). It is considered as the 

first step in establishing a business (Yoon, 2004). It is reported that only very 

few start-up intentions progressed up to establishing an entrepreneurial 

initiative due to many reasons (Krueger, et al., 2000; Keister, et al., 2006; 

Islam, Bokhari & Abalala, 2018). Indeed, finance accessibility is the 

significant constraint behind the start-ups (Mazzarol, et al., 1999; Horton, 

2019).  

Crowd funding is a mechanism of generating a greater fund by raising small 

amounts of money from a massive number of people typically over the 

internet (Mollick, 2014). Crowd funding is viewed as “easy money” as they 

can be easily accessed and obtained by any one compared to the traditional 

means of financing. Many found no or minimum constraints in obtaining 

funds through crowd networks. IT is an alternative way of breeding capital 

for specific investments as well as for small and micro level start-ups 

(Schwienbacher & Larralde, 2010). It is also considered supportive for 

entrepreneurs in realizing their capital requirements from a massive number 

of investors (Belleflamme, Lambert & Schwienbacher, 2013). As it is a 

funding effort that is drawn on relatively small contribution from a relatively 

large number of individuals via the internet, individual financial burden of 

contributors is insignificantly low (Mollick, 2014). The concept of crowd 

funding is tested empirically for different frontiers. Nevertheless, as an 

emerging financing alternative, it is not tested for its capability in facilitating 

entrepreneurial intentions towards entrepreneurial initiatives. Further, the 

start-up ratio of younger negation is significantly low (Papulova & Papula, 

2015). Start-up finance again found to be a main reason for lower stat-ups. 

Present undergraduates; the proponents of the future economic activities may 

be facilitated with the awareness on crowd funding to capitalise their start-up 
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intentions. Hence, the present study addresses how awareness on crowd 

funding complement the start-up intentions of undergraduates.  

Objectives 

The   principle objective of this study was to analyse the relationship between 

awareness on crowd funding opportunities and start-upss intention. 

Consequently, awareness on security, service quality, convenience and 

personal network of crowd funding are specifically assessed for their 

association with start-up intention. 

 

Methodology 

Awareness on crowd funding opportunities and start-up intention served the 

independent and dependent variables respectively. Security, service quality, 

convenience and personal network were the dimensions of independent 

variable (Mollick, 2014). Human capital, Level of competency and 

environmental factors measured the start-up intention (Krueger et al, 2000). 

A quantitative study supported by a field survey was performed to test the 

said research design.  

 

The respondents were the level four management undergraduates of a state 

university of Sri Lanka. Choice of level four students backed by the claim 

that they are in the door step of their early career stage. Randomly picked 236 

students were provided with the self-administrated instrument (43 items). 

Five-point Likert scale (1- strongly disagree: 5 – strongly agree) measured the 

responses. The accuracy and reliability (alpha > 0.7 for overall and all sub 

measures) of the instrument was assured by a pre study (N = 20). Results of 

Pearson correlation analysis were used in deriving the conclusion.  

 

Results and Discussion  

Table 1 exhibits the demographic profile of respondents. Majority of 

respondents were females. 79% of the respondents were in the 20-24 years of 

age. All the respondents were having greater familiarity with the Internet as 

they all use Internet on daily basis for six or more than six years. 
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Table 1. Demographic profile of the respondents 

Attribute Frequency Percentage (%) 

Gender   

Female 146 62 

Male 90 38 

Age   

20-24 Years 186 79 

25-29 Years 50 21 

Use of Internet   

Everyday 236 100 

Experience in using the Internet   

6 -7 Years 78 33 

7 + Years 158 67 

 

Correlation analysis showed a strong positive association between awareness 

on crowd funding and start-up intention (r = 0.918). This relationship is 

statistically significant too (table 2). 

 

Table 2. Results of correlation analysis 

Variable 

Start-up intention 

Correlation 

coefficient 

Sig.  

(2-tailed) 

Awareness on Crowd Funding Opportunities 0.918 0.000 

Security 0.760 0.000 

Service Quality 0.815 0.000 

Convenience 0.820 0.000 

Personal Network 0.788 0.000 

 

All the dimensions of the independent variables strongly associated with 

start-up intention. In particular, security, service quality, convenience and 

personal network demonstrated strong positive and significant associations 

(0.760, 0.815, 0.820 and 0.788 respectively) with the dependent variable. 

Implications of the results suggested a higher level of start-up intention 

provided that the awareness on crowd funding is high. These results comply 

with the existing findings relates to crowd funding (Belleflamme, Lambert & 

Schweinbacher, 2013; Mollick, 2014; Hekman & Brussee, 2013; Nolin & 

Olson, 2016). A regression analysis was performed as an advanced analysis 
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to assess the magnitude of the impact of the independent variable/s on the 

start-up intention. 

 

The regression model was capable of predicting 84.3% (p = 0.000) variation 

of the dependent variable. All the dimensions showed up to be significant 

predictors of start-up intention. Linear regression line is as follows.  

 

Table 3. Results of regression analysis 

Coefficients 

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

B Std. Error Beta 

1 (Constant) -1.037 .169  -6.125 .000 

AS .328 .049 .265 6.692 .000 

ASQ .186 .042 .233 4.410 .000 

AC .246 .054 .244 4.574 .000 

APN .371 .047 .319 7.935 .000 

 

Based on the coefficients of the regression analysis (table 3), the regression 

equation is; 

 

Start-up Intention = - 1.037 + 0.328S + 0.18SQ + 0.246C + 0.37PN + e  (1) 

 

(S – Security, SQ – Service quality, C – Convenience and N – Personal 

network) 

 

The most powerful predictor of start-up intention is personal network (β = 

0.371), then security (β = 0.328) while service quality is the least powerful 

predictor of start-up invention.  

 

Conclusion  

In the light of blooming crowd funding opportunities and shrinking start-ups, 

the study inquired the relationship between awareness on crowd funding 

opportunities and start-up intention. Survey results unveiled a strong positive 

relationship between awareness on crowd funding opportunities and start-up 

intention. Personal network has the next best predictive ability. 
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The study succeeded in deriving the theoretical implication relating the 

association between awareness on crowd funding opportunities and start-up 

intention. Additionally, it suggested the magnitude of the dimensional impact 

of crowd funding awareness on the start-up intention. Practical implications 

call for implementing sound awareness programmes for young entrepreneurs 

who are in their early stage of entrepreneurial career.  Inclusion of crowd 

funded mini projects to high school / university curricular would be 

beneficial too. Future researches are suggested in the areas of practical 

limitations and challengers of realizing the crowdfunds as an alternative way 

of funding the start-ups. 
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Introduction 

Global crude oil price is a highly deliberated topic in present world, due to 

rapid price fluctuations. Oil prices have severely affected the economies of 

most of the oil importing as well as oil exporting countries. Oil price shocks 

could be identified as one of the main factors causing recessions, period of 

excessive inflation, lower economic growth and reduced productivity even in 

USA (Barsky and Kilian, 2004). Sri Lanka has experienced a constant 

expansion of current account deficit in past years and the oil prices are 

constantly fluctuating in the global market showing a positive trend. 

 

Many researchers have conducted studies on how the changes in oil price 

levels would affect the world economy and also the economies of specific 

countries for both oil exporters and oil importing countries (Shalmani, Shair, 

Ali, & Siraj, 2015; Al-Roubaie, 2010; Rafiq & Sgro, 2016; Gupta, 2015). 

Few studies have been conducted to examine the effect of the oil price 

fluctuations on the current account balance of countries. An analysis has been 

conducted by Besel (2017) regarding the impact of changes in crude oil 

prices on current account deficit of Turkey. In the Sri Lankan context, a 

Vector Auto Regression (VAR) analysis has been conducted to examine the 

impact of the oil price shocks on the Sri Lankan macro economy (Herath, 

2015).  

 

Research Problem 

With this back drop, however, to the best of our understanding, there is 

hardly any empirical literature, on examining the effect of the oil price on the 

current account balance of Sri Lanka. Thus, it is important to explore whether 

there is a relationship between the global oil prices and the current account 

balance of Sri Lanka and how will the current account balance of Sri Lanka 

be affected due to the shocks of global crude oil prices. 
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Objective 

The main objective of this study is to examine the relationship between the 

current account balance of Sri Lanka and the global crude oil prices 

empirically and forecast the changes of current account balance of Sri Lanka 

with shocks to the global oil prices. 

 

Methodology 

 

The quarterly current account balance data from 2001 to 2017 were taken 

from the external sector, balance of payment data from the Central Bank of 

Sri Lanka. Current account balance data are reported in US$ millions 

quarterly. Monthly crude oil price index data from IMF (International 

Monetary Fund) commodity prices database was taken from 2001 January to 

2017 July. The crude oil price index from IMF commodity prices database 

(International Monetary Fund, n.d.) consists of the simple average of the 3 

global crude oil prices benchmarks; Dated Brent, West Texas Intermediate 

and Dubai Fateh taking the base year 2005 equals to 100 of the index. The 

monthly price index data were converted into quarterly price indices by 

taking the simple average from the monthly data of three months.  

 

To understand the behavior of the variables, graphical methods and 

descriptive statistics are used. Augmented Dickey Fuller unit root test was 

employed to investigate the time series nature of the variables. The existence 

of a long run relationship was examined using Johansen cointegration test. 

The long term relationship is obtained by the Vector Error Correction Model 

(VECM).  Furthermore, this study uses various diagnostic tests for the 

normality of the residuals, serial autocorrelation of residuals and the accuracy 

of the cointegrating equation.  

 

Results and Discussion 

According to descriptive statistics of the two variables, the mean value of 

current account balance is negative 420 million US$ ranging from minimum -

1695 to 255 with standard deviation of 447 million US$. The Mean value of 

oil price index is 122, ranging from minimum 36 to 227 with standard 

deviation of 56. The stationarity test concluded that the series were integrated 

to order 1 (I (1)) and the Johansen cointegration test concluded that there is 
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one cointegrating equation. The results in VECM identified a long run 

relationship among the variables and the impulse response function was used 

to forecast the behavior of the current account balance of Sri Lanka when 

fluctuations in the global crude oil price occurred. It was identified through 

the study that a unidirectional causality relationship runs from global oil 

prices to the current account balance of Sri Lanka. The long run cointegrating 

equation was derived through VECM as in equation (1) and the speed of 

adjustment towards long run equilibrium was 72.74%. 

(𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝐴𝑐𝑐𝑜𝑢𝑛𝑡 𝐵𝑎𝑙𝑎𝑛𝑐𝑒) = 122.0286 − 4.4682(𝑂𝑖𝑙 𝑃𝑟𝑖𝑐𝑒 𝐼𝑛𝑑𝑒𝑥)              (1) 

The results showed that, there exists a negative relationship between the 

global oil prices and the current account balance of Sri Lanka which 

explained that, when the global oil prices increases, the current account 

balance of Sri Lanka would eventually decrease. It was found that, when the 

oil price index is increased by one unit, the current account balance will 

decrease by 4.47 US $ million if all other factors remain constant.  

 

The behavior of the current account balance when an oil price shock is 

applied was explained by using impulse response function. The current 

account balance would initially fall to its minimum until the second quarter 

and then would gradually increase and have a permanent deficit level from 

the 5th quarter, when a positive oil price shock is applied on it.  

 

Conclusion 

The study examined the impact of global oil price fluctuations on the balance 

of payment of Si Lanka using the quarterly data from 2001 to 2017. It 

examined the effect of the oil price on the current account balance using time 

series econometric techniques. The study would provide useful information 

for Sri Lanka’s policy makers in order to respond to the external balance 

shocks in the near future. As the crude oil prices are highly fluctuating, the 

government of Sri Lanka has to tighten the monetary and fiscal policies to 

have economic stability in the country. As the oil prices are not controllable, 

it is necessary to take proactive measurements to maintain a favorable and 

sustainable fiscal balance as the balance of payment serves as a focal point in 

determining the economic situation of the country. 
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By identifying long run equilibrium relationship, suitable strategies could be 

formulated by the government to minimize the import and export expenditure 

of the country in long term. Trade agreements with other nations which will 

have a favorable effect towards the country could be suggested to maintain a 

sustainable balance of payment position in the country.  

 

Keywords: Current Account Balance; Impulse Response Function (IRF); 

Johansen Cointegration Test; Oil Price Index; Vector Error Correction model 

(VECM) 
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Introduction  

Crude oil is still the critical determinant of economic growth, development, 

and welfare of many countries in the world as it is the world’s most important 

source of energy. Oil price change affects economies of all countries in the 

world, directly and indirectly, due to its relationship with production and 

consumption at aggregate and disaggregate levels of the economies. 

Literature cites numerous reasons such as weather, oil supply capacity of the 

Organization of the Petroleum Exporting Countries (OPEC), policy of OPEC 

over oil supply, oil reserves of world major consumers, renewable alternative 

energy sources, geopolitical conflicts and wars or terrorist problems in the 

oil-producing regions, hedging and speculations, and invention of oil-based 

energy-saving technologies that determine the world oil price (Louis et al., 

2011; Mina et al., 2017; Rayola, 2017; Al-sasi et al., 2017).  

 

Impacts of the oil price change on economies have been documented in the 

literature in two directions – oil-producing (exporting) nations and oil-

importing nations. Investigating the impact of oil price changes on oil-

importing small developing nation’s case is essential, as those economies are 

highly vulnerable to oil price shocks compared to large economies and 

developed economies. The reasons are that developed nations generally have 

alternative energy sources, oil reserves, or adequate foreign reserves to 

minimize the adverse impacts of oil price hikes on their economies or 

stabilize oil prices at their economies.  

 

Sri Lanka, a small developing country, entirely imports the oil requirement of 

the economy from the world market. As a small country, Sri Lanka is a price 

taker in the global oil market. Thus, the price of oil at the domestic market 

fluctuates in line with oil prices in the global market. The trends of changes in 

oil prices in the world market show a highly volatile status over the years. It 
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leads to create a series of unsolicited macroeconomic issues in small 

economies like Sri Lanka. First, it makes difficulties in formulating a robust 

budget and increases the uncertainty of achieving the budgetary goals. In 

2013 and 2014, fuel imports accounted for 23.9% and 23.7% of the total 

import cost of the country, respectively. In 2017, the country spent 3,427.9 

Million USD over fuel imports, and it accounted for 16.3% of the total import 

cost of the country (Central Bank of Sri Lanka, 2017). Specifically, as a net 

oil importer and a small country, the impact of the fuel price hike on the 

macroeconomic variables could be identified in terms of deteriorating status 

of the balance of payment, depreciation of the domestic currency, increased 

public debt, and inflation. Second, oil price change affects the production 

system of the country, specifically fuel price hike increases the cost of 

production of economic activities of the country and deteriorate the welfare 

status of the economy. At present, nearly 52% of the electricity requirement 

of the country is produced using the thermal power plant (United Nations 

Development Program, 2017) and the price hike in oil results to increase the 

unit cost of electricity. Thus, this study attempts to explore the impact of the 

oil price change on the economic growth of the small nation of Sri Lanka. 

 

Methodology  

The data for the study was drawn from the annual reports of the Central Bank 

of Sri Lanka. The period covered by the study is 1987 – 2017, and falls into 

the ‘open economic policy phase.’ Equation (1) specified the econometric 

model, which includes six variables.   
 

RGDPt = β0 + β1lnRAOPt + β2lnRGDCFt + β3EMPRt + β4lnRFDIt +

β5OPRATEt + ut                                               (1)  

Where,  

RGDP = Growth of Real Gross Domestic Product (%) 

LNRAOP = Local Average Oil Price (in Rupees) 

LNRGDCF = Real Gross Domestic Capital Formation (in Rupees) 

EMPR = Employment rate to the total labor force (%) 

LNRFDI = Real Foreign Direct Investment Inflows 

OPRATE = Openness ratio (%)  

β0 = Intercept  

β1, β2, β3, β4, β5 = Slope parameters  

ut = Error term 

 



207 

The study uses the real values of GDP growth, local average oil price, gross 

domestic capital formation, and foreign direct investment to remove the 

inflationary effects of the economy. Besides, variables of average oil price, 

gross domestic capital formation, and foreign direct investment were 

transformed into a logarithm form in order to normalize the data. Due to the 

unavailability of average oil prices, it was newly derived using the prices of 

five oil products― Petrol (92 Octane), Petrol (95 Octane), Auto Diesel, Super 

Diesel, and Kerosene― industrially and domestically used in Sri Lanka 

regularly, using the following formula: 
 

AOP =
ΣwiXi

n
                                                                                                    (2) 

 

Where AOP is the average oil price, wi is the share of oil consumption of the 

ith type of oil product; Xi is the price of the ith type of oil product, and n is 

the number of oil products concerned in this study. 

This study performed the Augmented Dickey-Fuller (ADF) test to assess the 

hypothesis of the presence of unit root. In order to check whether there is a 

long-run equilibrium relationship between the variables, the Maximum-

Likelihood co-integration test developed by Johansen (1988) and Johansen 

and Juselius (1990) was employed. If co-integration is proven to the existence 

of a long-run relationship among the variables, then it requires the 

construction of an error correction mechanism to estimate a dynamic 

relationship.  

 

Results and Discussion 

Before the empirical analysis, the study detected the optimal lag value and the 

stationary of time series data. According to the Akaike Information Criterion 

(AIC), the optimal lag value is two. Thus, the lag value 2 was used for further 

time-series analysis. According to the ADF test results, all variables become 

stationary at their 1st difference form. Therefore, all the variables are 

converted to the 1st difference from before using them in further time-series 

analysis.  

 

Both trace test and maximum-Eigen statistics were used to conclude the long-

run relationship between variables: RGDP, RAOP, RGDCF, EMPR, RFDI, 

and OPRATE. Trace test indicates that the five null hypotheses, none, at most 

1, at most 2, at most 3, and at most 5, are rejected because they show the 
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higher trace statistics than the critical value. Also, the probability values are 

less than the 5% significant level. Therefore, four co-integrating equations or 

four error terms have existed at 5% significant level. Besides, the Max-

eigenvalue test indicates the same result that there are four co-integrating 

equations at α = 0.05 level. Thus, both trace test and Max-eigenvalue tests 

denote that the variables used in this study are co-integrated or have a long-

run association. 

 

Table 1. Results of the Vector Error Correction Model 

Model Coefficient 
Standard 

Error 
t-Statistics Probability 

Constant -0.726606 0.506583 -1.434326 0.1820 

∆𝑅𝐺𝐷𝑃𝑡−1 0.161103 0.459914 0.350290 0.7334 

∆𝑅𝐺𝐷𝑃𝑡−2 -0.089471 0.245097 -0.365044 0.7227 

∆𝑙𝑛𝑅𝐴𝑂𝑃𝑡−1 -20.50264 8.726049 -2.349591 0.0407* 

∆𝑙𝑛𝑅𝐴𝑂𝑃𝑡−2 -14.56674 6.292122 -2.315075 0.0431* 

∆𝑙𝑛𝑅𝐺𝐷𝐶𝐹𝑡−1 16.46431 6.758280 2.436169 0.0351* 

∆𝑙𝑛𝑅𝐺𝐷𝐶𝐹𝑡−2 11.72140 5.493939 2.133515 0.0587** 

∆𝐸𝑀𝑃𝑅𝑡−1 0.517475 0.380586 1.359680 0.2038 

∆𝐸𝑀𝑃𝑅𝑡−2 0.095454 0.194949 0.489634 0.6350 

∆𝑙𝑛𝑅𝐹𝐷𝐼𝑡−1 -2.782670 2.214525 -1.256554 0.2375 

∆𝑙𝑛𝑅𝐹𝐷𝐼𝑡−2 -1.472973 1.294209 -1.138126 0.2816 

∆𝑂𝑃𝑅𝐴𝑇𝐸𝑡−1 -0.807740 0.380493 -2.122879 0.0597** 

∆𝑂𝑃𝑅𝐴𝑇𝐸𝑡−2 -0.549545 0.270819 -2.029197 0.0699** 

   Note: *significant at 0.05, **significant at 0.1 

 

As all the variables are co-integrated, Vector Error Correction Model 

(VECM) used to assess the short-run impact of the independent variables— 

RGDP, RAOP, RGDCF, EMPR, and RFDI—on the dependent variable—

RGDP. Table 1 presents the VECM results. 

 

Equation (4) is the estimated econometric model. According to the significant 

test (t-test), ∆𝑙𝑛𝑅𝐴𝑂𝑃𝑡−1 and ∆𝑙𝑛𝑅𝐴𝑂𝑃𝑡−2 become significant at 0.05 of 

probability level. Both variables show a negative impact on real GDP growth. 

However,  ∆𝑙𝑛𝑅𝐺𝐷𝐶𝐹𝑡−1 and  ∆𝑙𝑛𝑅𝐺𝐷𝐶𝐹𝑡−2 indicate a positive impact on 

real GDP growth, which is significant at 0.05 and 0.1 probability levels, 
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respectively. Finally, ∆𝑂𝑃𝑅𝐴𝑇𝐸𝑡−1 and ∆𝑂𝑃𝑅𝐴𝑇𝐸𝑡−2 have a significant 

negative impact at the 0.1 level of probability level. Nevertheless, neither the 

employment rate nor the foreign direct investment shows a significant impact 

on real GDP. 
  

RGDPt =  −0.7266 − 20.5026∆lnRAOPt−1 − 14.5667∆lnRAOPt−2 +

16.4643∆lnRGDCFt−1 + 11.7214∆lnRGDCFt−2 −

0.8077∆OPRATEt−1 − 0.5495∆OPRATEt−2                                 (3)  
 

The model has a higher R squared value (0.865206), which indicates that the 

model has better goodness of fit, and the F statistics (4.011699) are 

significant at the 0.05 significant level. Therefore, the model has a better 

overall significance. 

 

The study findings confirmed that the oil price change negatively affects the 

economic growth in Sri Lanka, a small country which entirely depends on 

imported oil. This significant finding raises an important question to 

discuss—why there exists a negative impact? This could be discussed in the 

context of the type of energy sources of the country. The primary energy 

source of the country is oil. As a result, the economy —both production and 

consumption sides— is highly dependent upon the oil, which is a non-

renewable energy source and entirely imported. For instance, fossil fuel 

accounts for 52% of Sri Lanka’s electricity generation (United Nations 

Development Program, 2017). The oil prices during the last 30 years show 

the increasing trend. Thus, the economy has mainly experienced the impacts 

of the oil price hike. Particularly, adequate alternative energy sources—

renewable energy sources— and energy-efficient technologies have not been 

promoted in the economy. The energy policies of Sri Lanka have mainly been 

formulated to minimize the impact of the oil crisis on the economy. 

Specifically, the adverse impacts of major oil crises occurred in the 1970s, 

1980s, and 2000s were influential in taking measures to enact energy 

efficiency legislation in the economy (Wickramasinghe, 2015). Due to higher 

dependency over imported energy sources, inelastic demand for fossil fuel 

could be recognized in the domestic market. As a result, any adverse shock in 

oil prices results from increasing the cost of production of all goods and 

services, affecting adversely to the competitiveness of the economy. Due to 

the inelastic nature of the demand for imported oil in the domestic economy, 

oil price hike in the world market leads to deteriorate the trade balance, and 
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thereby depreciate the domestic currency against currencies of other main 

trade partners and deteriorate the welfare status of people. For instance, 

during the drastic oil price hike in the years 2008, import expenditure of 

crude oil increases by 31.8%. Figure 1 also illustrates some inverse 

relationships between oil price shocks and economic growth in the years 

1988, 1989, 1995, 1999, 2009, and 2015.  

 

Oil is not fully substitutable for natural gas, coal, and electricity, particularly 

in the transportation sector, and in many other sectors. Moreover, as a small 

country, Sri Lanka finds it difficult to convert its agricultural fields primarily 

to produce biofuel balancing with food production required for the country. 

Thus, it can be proved that as a small country and a net importer of crude oil, 

oil price change (increase or decrease) is negatively associated with economic 

growth. 

 

Conclusion  

Energy is one of the critical determinants of economic growth, development, 

and welfare status of any country in the world. The impact of oil price 

changes on macroeconomic variables is mostly documented in academia, and 

the degree of impacts are varied from energy-exporting vs. importing 

countries, dependency on non-renewable energy vs. renewable energy, and 

small country vs. large country. In this context, this study aimed to explore 

the impact of oil price changes on economic growth in Sri Lanka by 

employing time-series econometric techniques. The period covered by the 

study was 1987 to 2017, which coincides with the open economic policy 

phase. The performed ADF test revealed that all the variables become 

stationary at their 1st difference form. The Johansen Co-integration test 

confirmed the existence of a long-run association between variables. The 

performed VECM revealed the negative impact of local oil prices on the GDP 

growth rate in Sri Lanka. According to the discussion in the study, the 

negative impact of oil price changes on economic growth in Sri Lanka is 

mainly due to the higher dependency on imported energy (fossil fuel), 

inadequate adoption of energy-efficient technologies in the production 

system, inadequate focus on alternative or renewable energy sources by the 

economy, higher dependency on traditional export items, and less 

responsiveness of supply-side adjustment to price changes or exchange rate 

depreciation to enhance export. The study emphasizes the need to move the 
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economy towards renewable energy sources and the adoption of energy-

efficient technologies in the production system to minimize the adverse 

fallouts of the oil crisis in the world market on the economic development of 

the country.  

 

Keywords: Economic Growth; Non-renewable Energy; Oil Price, Renewable 

Energy; Sri Lanka  
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Introduction 

“Governance” and “Good Governance” are two major terms being 

increasingly used in all over the world in recent decades. In the international 

arena the concept of Good Gevernance is mostly used by the donor agancies 

like World Bank, United Nations Development Programme (UNDP), Asian 

Development Bank (ADB) and other organizations.The concept 

“Governance” is not  a new theory, but even in the kings period the concept is 

widely used in various terms. The history proves that the Kings Lichchavee 

period they have used Dasa Raja Dharmaya for the governing the state as a 

concept. This is purely related to the new concept of Governance because the 

ideology behind these two conecpts are almost same. 

 

Maintaining the justice, equity of the society, protection for the civilians, 

peace, prosperity of human development, are included in the governance 

conept. After the second World War the society was more concerned about 

the accountability of the government on the people, policy formulation and 

human rights. With the new thinking of people in this arena the Good 

Gevernance concept is identified as a slogen for any nation in the world. 

 

UNDP identified the Good Governance as “ What makes institutions and 

rules more and efficient in order to achieve quality transperancy, 

participation, responsiveness, accountability and the rule of Law.” H.E. Mr. 

Kofi Annan, Secretary General of the United Nations highlighted that the 

“Good Governance” is perhaps the single most important factor in eradicating 

poverty and promoting development. Accorging to Annan the Millenium 

Development explicity recognizes Good Governacne as one of the most 

cruicial requirement in achieving Millenium Development Goals. It has 

clrearly identified three focul areas which cover the hole concept of Good 

Governance; Indispensible for creating a conducive environment for poverty 

mailto:chithranandaweerasekara@gmail.com
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alleviation  and development, a prerequisity in asserting universal rules such 

as human right and the operational link between noble aspirations and 

effective realization. The Good Governance is identified at all levels from the 

local to the nation, to the regional and to the global. 

 

Research Problem   

In the past, under developed countries like Singapore, Malaysia and Thailand 

have used the Good Governance concept to develop their economy. Those 

countries are now considered as countries which have achieved high 

economic growth within a short period of time. 

The Sri Lankan experience in this regard is not very healthy considering the 

short period of time the concept is adapted in Sri Lanka. Thus, it is very 

important to find a solution for the problem “Can the adaptation of the 

concept of Good Governance in Sri Lankan context significantly affect the 

growth of its economy?” 

 

Objectives 

Main objective of this study is to analyze the good governance concept and 

the acceptability of it in Sri Lankan context to develop the economy of the 

country and to identify the importance and challenges of the good governance 

concept for Sri Lankan economy. 

 

Methodology 

This research is exclusively a qualitative study. All the data are gathered 

through secondary sources such as Journals, books and articles. The main 

perspective in analyzing the data adhered in this study is Political economical 

perspective. No empirical study was carried out to gather primary data. This 

could be considered as a limitation of the study and conclusions derived 

therein can lead for further studies in the same context. 

 

Results and Discussion  

The prime responsibility of the state of a nation is to protect the people of the 

country and the resources belongs to the nation of the country should be used 

in right way. Eempowering machanisms for the people shouls be developed 

by the state. In this regard, the Sri Lankan state has taken very constructive 
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measures in the recent past. The Right to Information act (RTI) is a major 

empowering mechanism allowing the public to question the government and 

be informed how their tax money is being used. In order to empower the poor 

people of the country, all stakeholders have a prime responsibility to manage 

the country in the key components of the Good Governance. Transperancy 

and openness, responsiveness, responsibility, efficiency, effecttiveness are 

few major norms of Good Governance. The National Audit Act is another 

major development in this regard obstructing and eliminating the corruption 

within the government procedures. The Rule of Law of the country should be 

ensured impartially for any person of the country. The public seek the service 

of the state without discriminating at all. Independent Commissions like 

Public Services Commission, National Police Commission increases the 

positive perception of Rule of Law within the public. 

 

But the main index for economic growth, the Gross Domestic Product (GDP) 

does not reflect any positive relationship between the application of so called 

Good Governance and the economic growth in Sri Lanka. According to the 

World Bank, the GDP of Sri Lanka has dropped from 5.008 % to 3.209 % in 

the last four years. This is contradictory to the results found in other countries 

of the world. As per the reports of “Transparency international”;  The 

Corruption Perceptions Index (CPI) of Sri Lanka has been varying around 

high thirties in the last six years and Sri Lanka is ranked 89th among the 180 

Countries considered in 2018 making Sri Lanka in the middle of the rankings. 

This could well be the reason behind the contradictory situation. Even though 

the State has taken initiative measures to apply Good Governance concept in 

the country, the corruption within the government procedures have not 

decreased as expected. This this the greatest challenge faced in Sri Lanka.  

 

The government should further initiate the Good Governacne activities in the 

country because it does not occur by chance. India and China always try to 

adhere the Good Governace for rapid development of the country. New 

growth models are identified by both countries as new concepts within the 

main concept of Good Governance. The long history developed with the 

Buddhism provides the peacefull environment ideal for Good Governance in 

Sri Lanka. The low enforcing mechanism in the country has to be enhanced 

in order to minimize the corruption or the whole concept will be in vain. This 

perhaps is the next greatest challenge. 
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Conclusion 

With the literature reviewed above, it is clear thet the Good Governance is an 

ideal concept for the development of Sri Lanka. It is evident that the 

government has to play a major role in ensuring the Good Governance 

practices among all the parties of the country. More attention should be 

focused on the economic development through the concept of Governance in 

leading with the resources of the country. The curruption and poverty can be 

eliminated only if the state is well focused on Good Governance practices. 

Violance among gender, relegious groups, ethnic groups are obstacles to 

ensure the concept of Good Governance in Sri Lanka.  The resources of the 

country should be used in trasperant manner in order to development 

activities. Foreign loans and grants must be used in focul areas of the 

economic development without using just for political needs of the 

politicians. The politicians must be aware of the Good Gvernance practices as 

they are the authorities in the policy formulation towards the economic 

development of he country. 
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YS% ,xldfõ iaÓr fkdjk fiajlhkaf.a Y%u iemhqfuys 
ks¾Kdhlhka 

 
iÑka;kS ta't,a'cS'ta'1 iurùr cs'wd¾'tia'wd¾'iS'2 

1,2wd¾Ól úoHd yd ixLHdkh wOHhkdxYh" Y%S ,xld inr.uqj úYajúoHd,h 
1akilasachinthani@gmail.com 

 
ye`Èkaùu 

Y%uh keue;s idOlh cd;sl yd cd;Hka;r uÜgu ;=< o ú/lshdj kï jQ 
wd¾Ól .eg¨jlg uqyqK oS we;' tu ú/lshdjg úrduhla f,i wo jk úg 
fndfyda wd¾Ólhka iaÓr fkdjk Y%uh lrd fhduq ùu oelsh yels h' 

WodyrKhla f,i fko¾,ka;h (22.2%), fmda,ka;h (27.2%) jeks hqfrdamfha 
rgj,o ia:sr fkdjk Y%ñlhka wojk úg úYd, ksfhdackhla orhs' iaÓr 
fkdjk /lshdjla hkq ksYaÑ; ld,hla i`oyd muKla oskl Y%uhg fiajlhla 
n`ojd .kakd" tkï jHdmD;s fyda l¾h mokï jq fldka;%d;=" iD;=uh fyda 

wl%uj;a ld¾hka i`oyd mj;sk /lshd fõ ^Cuyper & Witte, 2009). fuu iaÓr 
fkdjk Y%ñlhka w;rg ia:Sr Y%ñlhka yereKq úg Y%ñlhka j¾.SlrKfha 
i`oyka wfkla Y%ñlhka jk ;djld,sl Y%ñlhka" wl%uj;a Y%ñlhka yd iaÓr 

fiajdfhdaclhl= fkdue;s Y%ñlhka wh;a fõ (Labor Force Survey,2017). 

ixj¾Okh fjñka mj;sk rgla jk Y%S ,xldj ;=< o iaÓr fkdjk /lshd 
m%udKh iuia; /lshd m%udKfhka 55'6] jeks by< w.hl mj;sk nj 
Y%un,ld iólaIKh 2016 jd¾Isl jd¾;dj u`.ska fmkakqï lrhs' 
 
m¾fhaIK .eg¨j 

fuu wOHhkfhka wjOdkh fhduq lrkqfha Y%u wd¾Ól úoHdfjys b;d 

jeo.;a ixl,amhla jk iaÓr fkdjk fiajlhka flfrys h' Foote & Folta, 

2002 lrk ,o m¾fhaIKhlska m%ldY lrkafka f,dalh mqrd jev lsÍfï 
ie,iauj, mj;sk fjkialï fya;=fjka iaÓr fkdjk fiajlhka m%;sY;h 
b;d by< f.dia we;s  nj;a fuh miq.sh oYl ;=k ;=< m%Odk .eg¨jla ù 
;sfnk nj;a h' iaÓr fkdjk fiajlhka jeo.;a ùug m%Odk u fya;=jla 
jkafka iaÓr fkdjk /lshd fj<|fmd< ;=< mj;sk .eg¨hs' fuu .eg¨ 
úúO jQ me;slvhkaf.ka biau;= ùula olakg ,efí' ta w;r fiajlhd yd 
fiajdfhdaclhd w;r wkfHdakHh iïnkaOhla fkd;sîu" fiajlhd yd 
fiajdfhdaclhd j.lSfuka neoS fkdisàu" wdh;kfha iaÓr fiajlhkaf.a 
ld¾hlaIu;djh yd wNsfm%arKh my< jeàu yd os.=ld,Skj wdh;kh i;=j 

ksmqK;djfhka hq;a wLKav Y%un,ldhla /oS fkdisàu (Jolliffe & 

Fornsworth, 2003; International Labour Organization, 2016) jeo.;a ;ekla 
.kS' iaÓr fkdjk fiajlhkaf.a yd fiajdfhdaclhkaf.a wruqKq tlsfklg 
.eàula iEuúgu olakg ,efí' ukao iaÓr fkdjk Y%ñlhska hkq 
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fiajdfhdaclhdf.a me;slfvka M,odhs;djh yd uQ,Huh jYfhka ixúOdkhg 
b;du;au jdis iy.; ixl,amhls' kuq;a fiajlhdf.a me;slfvka iaÓr 
fkdjk /lshd ;=< iqrlaIs;;djh yd /lshd fhda.H;djh kue;s .eg¨j 
úYd, f,i mek k.S' tA fya;=fjka fiajlhkaf.a Wmfhda.S;dj ySk fjñka 
Tjqkaf.a ld¾hlaIu;djh iy M,odhs;djh o ySk fõ' fï fya;=fjka 
fiajlhdf.a yd fiajdfhdaclhdf.a wruqKq iEu úgu .eàula iys; fõ' Y%S 
,xldj jeks Y%un,ldh u; wd¾Ól lghq;= fufyh jk wd¾Ólhlg o fuh 

b;du;a jeo.;a ixl,amhls' th ukdj 2017 j¾Ifha Labor Force Survey 
jd¾Isl jd¾;dj ;=< uq¿ /lshd m%udKfhka iaÓr fkdjk fiajlhka 55'65] 

la jeks úYd, w.hla fmkakqï lsÍu u`.ska o .uH fõ (Labor Force 

Survey,2017)' fuf,i iaÓr fkdjk fiajlhkaf.a mj;sk jeo.;alu ksid 
ta ms<sn| .eTqßka wOHhkh lsÍu hq.fha wjYHh;djhla ù ;sfí' flfia 
kuq;a YS% ,xldfõ iaÓr fkdjk fiajlhkaf.a Y%u iemhqfuys ks¾Kdhlhka 
^m%cd úoHd;aul idOl" idudc idOl" N+f.da,Sh idOl" wd¾Ól idOl& 
fudkjdo hkak fidhd ne,Su fuu wOHhkfha m¾fhaIK .eg¨j fõ' 
 
wOHhkfha wruqK 

YS% ,xldfõ iaÓr fkdjk fiajlhkaf.A Y%u iemhqu flfrys n,mdk 
ks¾Kdhlhka y`ÿkd .ekSu' 
 
m¾fhaIK l%ufõoh 

wOHhkh i|yd o;a; ,nd .ekSfï § › ,xld ck yd ixLHdf,aLk 
fomd¾;fïka;=j úiska ilia lrk ,o 2017 j¾Ifha › ,xld Y%un,ld 

iólaIK ^ Labor Force Survey) jd¾;dfõ we;=,;a oaú;Sl o;a; fhdod .kakd 
,§' fuys § wOHhk m%foaYh f,i iuia; › ,xldfõu m<d;a kuh 
ksfhdackh jk mßos m¾fhaIK tall ,nd .kS' fuu wOHkh i|yd fhdod 
.kakd ,oafoa › ,xldfõ 2017 j¾Ifha Y%un,ld iólaIK jd¾;dj ;=< 
we;=<;a jev lrk jhfia ^wjqreÿ 15 yd Bg jeä& ck.ykh hs' 2017 
Y%un,ld iólaIKh i|yd 25750 l ksheÈh f;dard .ekSu i|yd fomshjr 
ia;D; ksh§fï l%ufõoh Ndú; fldg we;' Y%un,ld iólaIK j¾;dfjys 
mj;sk o;a; 83818 ;=<ska wjqreÿ 15 yd Bg jvd jeä Y%ñlhka 63445 la 
iólaIKh i`oyd ,nd .kakd ,os' tys oS fuu iólaIKh i`oyd wjidk 
jYfhka fhdod .kakd ,oafoa ;u jD;Sh ;=< fiajlhl= f,i kshf,k jhi 
wjqreÿ 15 yd Bg jvd jeä Y%ñlhka 18781 fõ' fuu Y%ñlhka m%udKh ,nd 
.ekSfï oS úfYaI wOHdmkh ,enQ Y%ñlhka 17 la w;ayßk ,os' tfia w;ayßk 
,oafoa Tjqka wOHdmk ,enQ jir .Kk ksYaÑ;j .Kkh lsÍug fkdyels ùu 
fya;=fjks' fuu wOHkh u`.ska › ,xldfõ iaÓr fkdjk Y%uh flfrys 
n,mdk ks¾Kdhlhka y÷kd .ekSug n,dfmdfrd;a;= fõ' wdlD;sh ilia 

lsÍu i|yd Logit m%;smdhk wdlD;sh Ndú;d lrhs' 
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• Logit m%;smdhk wdlD;sh 

    
 

Y = 1- iaÓr fkdjk Y%ñlhl= ùu 
0- iaÓr fkdjk Y%ñlhl= fkdùu 

β1 =  wka;(LKavh       

X1 -  X4 =  m%cd úoHd;aul idOlj, n,mEu ^jhi" jhi2" ia;S% mqreINdjh" 
újdyl wújdylnj&  

X5  - X7  =  iudc idOlj, n,mEu ^ckj¾.h" idlaIr;djh" mqyqKqj& 

X8 – X9  =  N+f.da,Sh idOlj, n,mEu ^cSj;ajk m%foaYh" m<d;&  

X10 - X12  =  wd¾Ól idOlj, n,mEu ^/lshdj" l¾udka; uQ,h" wúêu;a wxYh& 

ε  = fodaY moh 
 
m%;sM, yd idlÉPd 

j.= wxl 1 ;=< oS iaÓr fkdjk Y%uh flfrys n,mdkakd jQ ish¨u 
ks¾Kdhlhka yd tys yeisÍu bosßm;a lrhs' tys oS tla tla iajdëk úp,Hhka 

fjfiishd;aul uÜgug hg;aj Logit m%;smdhk wdlD;sfha wdka;sl n,mEu 
yryd w¾:l:kh fldg we;' tf,i fhdod .kakd ,o ks¾Kdhlhka 

Ndú;fhka Logit m%;smdhk wdlD;sh ks¾udKh lsÍfï oS my; mokï 
ldKavhka fhdod .kakd ,os' 

mokï ldKavh ia;S%" wújdyl" mqyqKq" isxy, fou< yd bxYS%is NdId ;=fkysu 
idlaIr;djhla iys;" niakdysr m<df;ys" kd.ßl" úêu;a" ld¾ñl wxYfhys" 
l<uKdlrejl= fyda jD;a;slhl= f,i /lshdfõ kshqla; fiajlhl=g 
idfmalaIj iaÓr fkdjk Y%uhg n,mdk ks¾Kdhlhka m%ldY lrhs' 
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j.= wxl 1' iaÓr fkdjk Y%ufhys ks¾Kdhlhka yd tAjdfha yeisÍu 

úp,Hh 
iïNdú;d 
w.h  

wdka;sl 
n,mEu 
^dy/dx) 

jhi *0.000 -0.0315 
jhi2 *0.000 0.0004 

ia;S% mqreINdjh ^ia;%S}0& *0.000 0.0554 

újdyl wújdylnj ^wújdyl}0& *0.000 -0.0457 
wOHdmksl ,enQ jir .Kk  -0.0186 

ckj¾.h     
^isxy, } 0& 

YS%-fou<   *0.000 0.0639 

b-fou<  *0.007 0.0594 

uqia,sï  *0.000 0.1680 

fjk;a  *0.003 0.1096 

idlaIr;djh        
^ isxy, fou< 
yd bxYS%is 
idlaIr;djh 
iys; } 0& 

tla NdIdjl muKla idlaIr;djh iys; *0.000 0.0970 

isxy, yd fou< NdIdj, idlaIr;djh iys; *0.033 0.0616 

isxy, yd bxYS%is NdIdj, idlaIr;djh iys; 0.281 0.0188 

fou< yd bxYS%is NdIdj, idlaIr;djh iys; *0.05 0.0480 

tla NdIdjlaj;a fkdokakd *0.000 0.2377 

Âj;ajk m%foaYh 
^kd.ßl}0& 

.%dóh 0.085 -0.0135 

j;= *0.000 -0.3233 

m<d;      
^niakdysr}0& 

uOHu  *0.038 0.0210 

ol=Kq  *0.000 0.0942 

W;=re  *0.005 0.0505 

kef.kysr  0.179 0.0205 

jhT  *0.0000 0.0804 

W;=reueo  *0.000 0.1000 

W!j  *0.0000 0.0677 

inr.uq  0.074 0.0186 

l<ukdlrejka 
yd jD;slhka}0 

uQ,sl /lshdjkays kshqla;slhka  *0.000 0.3023 

;dlaIKfõoSka 0.062 0.0259 

,smslrejka *0.000 0.0697 

fiajd iy úl=Kqñ fiajlhka *0.000 0.1723 

Ys,amSh fiajlhka *0.0000 0.2541 

mqyqKq lDIsld¾ñlhka *0.0000 0.3814 

/lshd wkqj j¾. fkdl< wdrlaIl yuqod *0.001 -0.1345 

l¾udka; uQ,h 
^ld¾ñl}0& 

lDIsld¾ñl  0.13 0.0166 

fiajd wxYh *0.000 -0.0437 

wúêu;a wxYh ^úêu;a wxYh }0& *0.000 0.3492 

wka;:Lkavh *0.000 NA 

uQ,dY%h (Labor Force Survey ,2017 Ndú;fhka iólaIlhd úiska ilik ,os   
* fjfiishd;aul uÜgu 05]   kshos nr;eîu isÿ fldg lr fkdue;' n = 18781 
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m%cdúoHd;aul idOl w;r jhi iaÓr fkdjk Y%ñlhl= ùug iDKd;aulj 
n,mEï lrhs' kuq;a jhi2 ys ix.=Klh Okd;aul fõ' ta u`.ska fmkakqï 
lrkqfha jhi tla w;sf¾l j¾Ihlska by< hk úg iaÓr fkdjk Y%ñlfhl= 
ùu my< hEula isÿ jQjo th isÿjkafka jeäjk fõ.hlska njhs' fndfyda 
Y%ñlhska ;reK jhia iSudj ;=< § ;u ld,h wOHdmkhg jeh lrhs' tu 
fya;=fjka Y%ñlhkag iaÓr /lshd ;=< kshe<Sug ;rï m%udKj;a ld,hla 
fkdue;s fõ' tu ksid Y%ñlhkag ;u ;reK jhi blauùu;a iuÕu j.lSï 
iys;j j¾Okh jk wjYH;djhka imqrd .ekSug isÿùu ksid iaÓr /lshd 
i|yd fhduq fõ' tf,iu Y%ñlhd mqreIhl= jk úg Tyq iaÓr fkdjk 
Y%ñlhl= ùug jeä bvla mj;sk nj fuu`.ska fmkakqï lrhs' ukao iaÓr 
fkdjk Y%uh ;=< jeä bvla fjka lrf.k isákqfha mqreI Y%ñlhka fjhs' 
fuhg m%Odk f,i fya;= jkafka › ,dxlSh ixialD;sh  ;=< ldka;djka 
újdyh keu;s ne£u;a iuÕ j.lSï wêl msßila ùuhs' tA fya;=j ksid 
ldka;djka fndfyda ÿrg ksr; jkafka iaÒr /lshd ;=< fõ' tf,iu újdyl 
mqoa.,hl= ùu ksid iaÓr fkdjk Y%ñlhl= njg m;aùug we;s bvlv wju 
fõ' iudPh ;=< újdyl mqoa.,hka wfkla whg idfmalaIj j.lSï w;ska b;d 
by< mqoa.,hka ùu fuhg fya;=jhs'  
 
tfukau iudc idOl w;r wOHdmkh ,enQ jir .Kk by< hk úg iaÓr 
fkdjk Y%ñlfhl= ùug we;s yelshdj my< hhs' mqoa.,hl=f.a wOHdmkh 
,nk jir .Kk by< hk úg Tjqka fndfyda ÿrg iaÓr /lshd flfrys 
fhduq fõ' ukao Tjqka wvq wOHdmk uÜgula iys; Y%ñlfhl=g idfmalaIj 
úYd, ld,hla ;u wOHdmk lghq;=j,g fhduq fldg ;sîuhs' tf,iu úúO 
NdId ms<sn`o mqoa.,hkaf.a idlaIr;djhg wkqj fmkS hk iqúfYaIS ,laIKhla 
jkafka l=uk NdIdjla i|yd fyda idlaIr;djla mej;Su idlaIr;djla 
fkdue;s ùug idfmalaIj iaÓr fkdjk Y%uh flfrys wvq n,mEula isÿlrk 
njhs' tf,iu tla NdIdjla fyda NdId folla ms<sn| idlaIr;djla mj;sk 
mqoa.,hkag idfmalaIj NdId ;=fkysu idlaIr;djhla rys; mqoa.,fhl= iaÓr 
fkdjk Y%uh flfrys jeä jYfhka fhduq fõ'  ;jo fmkShk iqúfYaIs 
lreKla jkqfha uqia,sï ckjd¾.sl mqoa.,hka iaÓr fkdjk Y%uhg fhduqjk 
m%;sY;h by< w.hla .kakd njhs' thg fndfyda ÿrg Tjqkaf.a ixialD;sh 
fya;=úh yelsh' tf,iu mqyqKq /lshd wkqj j¾. fkdl< wdrlaIl yuqodfjys 
kshqla; mqoa.,hka yereKqúg jD;a;Sh j¾. lsÍï lr we;s iEu wdldrhl §u 
th iaÓr fkdjk Y%ñlhl= ùug lrk n,mEu OKd;aul fõ' tA w;ßka o 
by< OKd;aul n,mEula mj;skafka mqyqKq lDIsld¾ñl Y%ñlhka fõ' thg 
fya;=j jkafka lDIsld¾ñl wxYh hkq hï ld,hlg muKla iSud jQ 
/lshdjla ùuhs' ta ksid ta ;=< ksr; jk fiajlhka jeä m%;sY;hla iaÓr 
fkdjk fiajlhka fõ' tf,iu iaÓr fkdjk Y%uhg /lshd w;r iDKd;aul 
n,mEula mj;sk tlu /lshdj /lshd wkqj j¾. fkdl< wdrlaIl yuqodjka 
fõ' ukao wdrlaIl yuqod ;=< kshqla; Y%ñlhka fndfyda fofkla iaÓr 
Y%ñlhka fõ' 
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wdlD;sfha fhda.Hh;djh mßlaId lsÍu 

➢ Pseudo R2 = 31.46% 

fuu wdlD;sfha Pseudo R2 w.h 0'3146 la fõ' tu.ska meyeÈ,s lrkqfha iaÓr 
fkdjk Y%ufhys ks¾Kdhlhkaf.ka 31'5] la wdlD;sh ;=, we;s ish¨u 
iajdëk úp,Hhka u`.ska úia;r lr we;s njhs' 
 
ks.ukh 

fuu wOHhkh wruqK jkqfha zYS% ,xldfõ iaÓr fkdjk fiajlhkaf.A Y%u 
iemhqfuys ks¾Kdhlhka .fõIKh lsÍuhsZ' wOHhkfha fidhd.ekSï j,g 
wkqj jhi jeäjk m%;sY;hlska" újdyl wújdylNdjh" wOHdmk uÜgu" j;= 
wdY%s;j Ôj;ajk Y%ñlfhl= ùu" j¾. lrk ,o jD;Ska w;ßka /lshd wkqj 
j¾. fkdl< wdrlaIl yuqod Y%ñlhka yd fiajd wxYh ;=< kshqlak 
fiajlhl= ùu iDKd;aul f,i iaÓr fkdjk Y%uhg n,mEï lrhs' tf,iu 
ia;%S mqreINdjh" ´kEu ckj¾.hl mqoa.,fhl= ùu" idlaIr;djh isxy, yd 
bx.%Sis yereKq úg wfkla NdId ms<sn`o idlaIr;djh" kef.kysr yd inr.uq 
yereKq úg wfkla m<d;a j, mqoa.,fhla ùu" wúêu;a wxYfha kshqla; 
mqoa.,fhl= ùu iaÓr fkdjk Y%uhg Okd;aul f,i n,mEï lrhs'  
 
wOHhkfha fhdackd 

;reK fiajlhka Èß.ekaùu yd wdl¾IKh lr .ekSu i|yd /lshdj ;=< 
by< jegqmla yd úfYaI jrm%ido ,nd§u yd ;rÕldÍ;ajhla we;s l< hq;= h' 
újdyl ldka;djka iaÓr fkdjk Y%uhg keUqre fldg M,odhs;djh j¾Okh 
lr .ekSu i|yd wdh;k úiska /lshd ;=<g kej; meñŒfï (re-entering) 
l%shdj,sh y`ÿkajd osh hq;= h' wvq wOHdmk uÜgula iys; ia:sr fkdjk 
Y%ñlhskaf.a iajlSh udkj m%d.aOkh j¾Okh lrñka" .=Kd;aulNdjfhka 
by< Y%ñlhska ìys lsÍug wjYH wdfhdack flfrys fm<Uùu' lïlre 
wud;HdxYh" lïlre fomd¾;fïka;=fõ o iyh we;sj ldka;djkag o ia;%S 
mqreINdjh fkdi,ld iEu /lshdjla ;=<u ksr;ùug yelsjk mßos /lshd 
fjf<`ofmd< ilia l< hq;=h'  
 

m%%uqL mo ( iaÓr fkdjk /lshd; iaÓr fkdjk fiajlhkaf.A Y%u iemhqfuys 
ks¾Kdhlhka 
 
uQ,dY% 
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Y%S ,xldfõ úêu;a yd wúêu;a wxYj, jegqma úIu;dj ms,sn| 
ixikaokd;aulj wOHkh lsÍu 

 
iór" jhs'ta'ã'ta'1 iurùr" cS'wd¾'tia'wd¾'iS'2 

12wd¾Ól úoHd yd ixLHdkh wOHhkdxYh" Y%S ,xld inr.uqj úYajúoHd,h 
1asankas794@gmail.com, 2sumadirangika@gmail.com 

 

ye`Èkaùu 

wúêu;a fiajd wxYh fiajl w¾:idOl wruqo, fyda foaYSh wdodhï nÿ 
fomd¾;fïka;=j hgf;a ,shdmÈxÑ fkdjQ fyda úêu;a f,i .sKqï lghq;= 
mj;ajdf.k fkdjkakdjQ iy fiajlhska ixLHdj 10g jvd wvq ks;H fiajl 
ixLHdjla isák oekg › ,xldfõ fiajd kshqla;s wxYh" wúêu;a fiajd wxYh 
f,i i,lhs' fuu wxYfha mj;skakdjq wúêu;aNdjh › ,xldfõ Y%u 
fjf<|fmd< ;=< jegqma úIu;djh ;Sj% lsÍïg n,mdk idOlhla fõ wju 
fiajl iqrlaIs; iqrlaIs;Ndjh jegqma iduQysl flaj,a lsÍu ;=<ska we;sjk 
wys;lr jegqma úIu;djh mqoa.,hkaf.a iuia; iqNidOkh wvq lsÍug 
n,mdkq ,nhs' fuu ;;a;ajh fhda.H /lshd iy ;sridr ixj¾Okh i|yd 
fhduq ùfï m%Odk wNsfhda.hla ù we;' wúêu;a wxYh f,dalfha 60]la muK 
jHdma;j we;s w;r l,dmSh jYfhka wúêu;a wxYh jeä jYfhka jHdma; ù 
we;af;a wm%sldkq l,dmh ;=,h' th 85'8]ls' wúêu;a wxYh wvqfjka u 
jHdma;j we;af;a hqfrdamd l,dmh ;=<hs' th 25'1]la muK fõ' wdishd 
meismsla l,dmfha wúêu;a wxYh 68'2]la muK jHdma; ù we;' f,dalh ;=< 
ia;%S mqreI Ndjh u; 63]la jq jeäu m%;sY;hla wúêu;a wxYfha fiajd 
kshqla;j isákafka mqreIhka h' f,dalfha lDIs wxYh ;=< wúêu;a wxYh 

90]la jHdma; ù we; ^ILO jd¾;dj&' › ,xldj ;=< mqreIhka 60'8]la iy 
ia;%Ska 53'1]la wúêu;a wxYfha fiajd kshqla;j mj;s' › ,xldfõ lDIs wxYh 
;=< wúêu;a wxYh 85'1]la jHdma; ù we;' › ,xldj ;=< m%d:ñl wOHdmkh 
muKla ,enQ mqoa.,hka 81'3]la muK wúêu;a wxYfha fiajd kshqla;j mj;s 

^LFS) jd¾;dj&' 
 

m¾fhaIK .eg¨j 

wúêu;a wxYh f,dalfha yd › ,xldj ;=< jvd;a jeä jYfhka jHdma;j mj;S 
wd¾:slfha wúêu;a wxYh jeä jYfhka u jHdma;j ;sîu ;sridr ixj¾Okh 
yd fhda.H /lshd i|yd fhduq ùfï m%Odk wNsfhda.hla ù we;s nj cd;Hka;r 
Y%u ixúOdkh m%ldY fldg we;' Y%ñlfhl=f.a l=i,;d" yelshd" wOHdmk 
uÜgu" m<mqreoao jeks idOl tlsfklg iudk jqj;a" tu Y%ñlhd úêu;a yd 
wúêu;a wxY ;=< fiajd kshqla; ùu u; Tjqka ,nk jegqmaaj, fjkialï we;s 
fõ' th m%Odk jYfhkau Y%ñlhl= tu wxYj, fiajd kshqla; ùu 
wffO¾hu;a lsÍug n,mdkq ,nhs' ;jo ia;%S mqreINdjh yd kd.ßl .%dóh 

mailto:asankas794@gmail.com
mailto:sumadirangika@gmail.com
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iy j;= jYfhka › ,xldj ;=< úêu;a yd wúêu;a wxYfha oeä jegqma 
úIu;djhla mj;s' fuh › ,xld Y%u fj,`ofmd,g j¾;udkh jk úg oeä 
wNsfhda.hla ù we;' fuu m¾fhaIKh u`.ska isÿlrkq ,nkafka › ,xldfõ 
úêu;a yd wúêu;a wxYj, mj;sk jegqma úIu;djh idOl lsysmhla Tiafia 
ixikaokd;aulj wOHhkh lsÍuhs' 
 

wOHhkfha wruqKq 

fuu wOHhkfha m%Odk wruqK jkafka úêu;a yd wúêu;a wxYj, mj;sk 
jegqma úIu;djh .fõIKd;aulj wOHhkh lsÍuhs' fuh wkQ wruqKq folla 
Tiafia wOHhkh lr we;' 

▪ úêu;a yd wúêu;a wxYfha bmhSïj,g n,mdk idOl 
ixikaokd;aulj wOHhkh lsÍu' 

▪ ia;%S mqreINdjh yd m%dfoaYSh jYfhka úêu;a yd wúêu;a wxYfha 
jegqmaj, úIu;djhka mj;S o hkak wOHhkh lsÍu' 

 
l%ufõoh 

fuu m¾fhaIKh isÿlsÍug oaú;Sl o;a; fhdod.;a w;r 2017 Y%un,ld 
iólaIK jd¾;djfjka o;a; ,nd.kakd ,§' tys iuia: ksÍlaIKh 83818ls' 
bka wjqreÿ 15g wvq mqoa.,hka lsishï jD;a;shl kshe,S fkdisák yd úfYaI 
wOHdmkh ,enQ mqoa.,hka bj;a fldg we;' tA wkqj ksÍlaIKhka 28533la 

iólaIKh i|yd fhdod .kakd ,§' fuu we.hSu i`oyd Endogenous 

Switching m%;smdhk l%ufõoh fhdod.;a w;r fuys§ bmhSï Y%s; folla yd 
f;aÍfï wdlD;shla u`.ska úêu;a yd wúêu;a wxYfha jegqmg isÿjk n,mEu 
wOHhkh lsÍu yd wúêu;a wxYfha fiajd kshqla;shg n,mdkq ,nk idOl 

wOHhkh lsÍula isÿlr we;' Endogenous switching m%;smdhkh mYapd;a 
weia;fïka;=j yryd ia;%S mqreI Ndjh yd m%dfoaYSh jYfhka mj;sk jegqma 
wkqmd;j, fjki wOHhkh lsÍu isÿfldg we;' o;a; úYaf,aIKh lsÍfï§ 

STATA/MP 13(64-bit) úYaf,aIK uDÿldx.h Ndú;d fldg we;' 
 
o;a; bosrsm;a lsrSu iy úYaf,aIKh 

Endogenous switching m%;smdhkh 

m<uq wkq wruqKg wod<j j.= wxl 01 wkqj ,>q bmehSï Y%s; folla úêu;a yd 
wúêu;a wxYhg ilia lr.kakd ,§' ta wkqj m<mqreoao hk m%Odk idOlh 
wúêu;a wxYhg idfmalaIj úêu;a wxYh ;=< jeä bmhSula ,nd.ekSu i|yd 
WmldÍjk úp,Hhla nj ks.ukh lr.; yels úh' m<mqreoao j¾.h jeäjk 
úg úêu;a yd wúêu;a wxYfha bmhSï jeäjkafka wvqjk fõ.hlsks' tys§ 
wvqjk fõ.hlska jeä ùfï§ jeä n,mEula we;af;a wúêu;a wxYhg 
idfmalaIaj úêu;a wxYh ;=< h' wOHdmkh ,enQ jir .Kk jeä ùu ;=< th 
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bmhSï i|yd jeä n,mEula we;s jkafka úêu;a wxYh ;=< h' wOHdmkh ,enQ 
jir .Kk wúêu;a wxYfha bmhSï jeäùu i|yd n,mdkq ,enQj;a th 
idfmalaIj úêu;a wxYhg jvd wvq m%udKhls'  
 

j.=j 1' Endogenous switching m%;smdhkh u`.ska úêu;a yd wúêu;a wxYfha 
mehl ,>q jegqm 

úp,Hh úêu;a wxYfha 
ix.=Kl 

iïu; 
fodaIh 

wúêu;a 
wxYfha 
ix.=Kl 

iïu; 
fodaIh 

m<mqreoao 0'030351 0'0012244 0'019686 0'0013938 
m<mqreoao2 -0'03561 0'0022986 -0'02913 0'0020485 
wOHdmkh ,enQ jir .kk 0'064496 0'0023162 0'005838 0'0022191 
mqreIfhl= ùu 0'263252 0'0103108 0'510349 0'0133961 
kd.ßl fkdjk -0'09232 0'0119148 -0'15514 0'0158589 
lDIs yd ld¾ñl 0'056275 0'0130302 -0'00818 0'0204482 
mqyqKqjla we;s 0'092498 0'0126959 0'039372 0'0219829 
wka;(Lkavh 3'940078 0'0412131 3'725728 0'0519692 

wúêu;a wxYfha fiajd 
kshqla;shg n,mdk idOl 
f;arsfï wdlD;sh 

wúêu;a wxYfha 
fiajd kshqla;shg 
n,mdk ix.=Kl 

iïu; 
fodaIh 

  

m<mqreoao 0'008701 0'0023784   
m<mqreoao2 0'010512 0'0037397   
wOHdmkh ,enQ jir  -0'04213 0'0030671   
mqreIfhl= ùu 0'311347 0'0174798   
kd.ßl fkdjk -0'07267 0'0228707   
lDIs yd ld¾ñl 0'524063 0'0221604   
mqyqKqjla we;s -0'13979 0'0255785   
NdId follg jvd l;d 
lsÍfï 

-0'53073 0'0259246   

Nelshdj     
l<ukdlrK fkdjk 0'348243 0'0209757   
újdyl -0'09875 0'023808   
niakdysr m<df;a fkdjk 0'223804 0'0179115   
wka;(Lkavh 0'223804 0'0637734   

uQ,dY%h : LFS jd¾;dj wkqj iólaIlhdf.a fidhd.ekSu" 2019. 

 
ldka;djlg idfmalaIj mqreIfhl= ùu ;=< úêu;a yd wúêu;a wxYfha jegqma 
i|yd Okd;aul f,i n,mdkq ,nhs' fuys§ úêu;a wxYfha mqreIhl=g 
idfmalaIj wúêu;a wxYfha mqreIhl= jeä bmhSula wúêu;a wxYh ;=< 
,nd.kakd nj ks.ukh lr.; yel' wúêu;a wxYfha kd.ßl fkdjk 
mqoa.,hl= ùu ;=< úêu;a wxYfha kd.ßl fkdjk mqoa.,hl=g idfmalaIj 
jeä jegqma m%udKhla wvqùula isÿ fõ' úêu;a wxYfha mqyqKqjla iys; 
mqoa.,hl= isà kï th wúêu;a wxYfha mqoa.,hl=g idfmalaIj jegqma jeäùu 
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i|yd jeä jYfhka n,mdkq ,nhs' lDIs yd ld¾ñl wxYfha mqoa.,hl= ùu 
úêu;a wxYfha bmehSï i|yd n,mEula isÿ l,;a th wúêu;a wxYfha bmhSï 
i|yd n,mEula isÿ fkdlrk nj ixLHd;aulj Tmamq ù we;' fuu m%;smdhk 
fol wOHhkh lsÍfuka wmg t<ôh yels jeo.;a u ks.ukhla jkafka 
m<mqreoao wOHdmkh ,enQ jir .Kk yd mqyqKqj hk udkj m%d.aOkh 
idOlhkaj, jeäùu wúêu;a wxYfha bmhSïj,g idfmalaIj úêu;a wxYfha 
bmhSï jeälr .ekSu i|yd jeä jYfhka n,mdk njhs' 
 
f;aÍfï wdlD;sh u`.ska wúêu;a wxYfha fiajd kshqla;shg n,mdkq ,nk 
idOlhka wOHhkh lsÍula isÿúh' fuys§ m<mqreoao" j¾.h" mqreIfhl= ùu" 
l<ukdlrK fkdjk mqoa.,fhl= ùu" lDIsld¾ñl wxYfha mqoa.,fhl= ùu 
yd niakdysr fkdjk mqoa.,hl= ùu wúêu;a wxYfha fiajd kshqla;sh jeä 
lsÍu i|yd n,mdkq ,nk idOlhka nj fuu wOHhkh u`.ska fidhd.; 
yels úh' wOHdmkh ,enQ jir .Kk" kd.ßl fkdjk mqoa.,hl= ùu" 
mqyqKqjla we;s mqoa.,hl= ùu" NdId follg jvd jeä m%udKhla l;d lsÍug 
yels mqoa.,hl= ùu yd újdyl mqoa.,hl= ùu wúêu;a wxYfha fiajd kshqla;sh 
iuÕ iDKd;aul iïnkaO;djla mj;sk nj fuu wOHhkh u.ska wmg 
fidhd..; yels úh' fuu Ok yd RK f,i n,mdkq ,enQ ish¨ úp,Hka 
ixLHd;aulj fjfiishd;aul fõ' 
 

Endogenous switching m%;smdhkh mYapd;a weia;fïka;=j 

fojk wkqj wruqKg wod<j fuu mYapd;a weia;fïka;=j yryd úêu;a yd 
wúêu;a wxYj, jegqma wkqmd;hkaj, fjkialï ixfrdaOl iys;j yd 
ixfrdaol rys;j wOHhkh lsÍula isÿ fldg we;' fuys§ ixfrdaol rys;j 
wúêu;a wxYhg jvd úêu;a wxY mehl ,>q jegqm jeä nj fidhdf.k we;' 
ixfrdaOl iys;j mqoa.,hl= úêu;a wxYfha isg wúêu;a wxYfha /lshdjla 
i|yd udreùfï§ ,nk mehl ,>q jegqmg jvd wvq jegqmla wúêu;a wxYfha 
isg úêu;a wxYhg mqoa.,fhl= udreùfï§ ,efnk nj fuu wOHhk u`.ska 
fidhdf.k we;' ia;%S mqreINdjh u; .;al, úêu;a wxYhg jvd wúêu;a 
wxYh ;=< jeä jegqma úIu;djla mj;sk nj fuu mYapd;a weia;fïka;=j 
yryd fidhd.; yels úh' ;jo wúêu;a wxYfha isg úêu;a wxYhg mqoa.,hl= 
udrejk úg ia;%S mqreI Ndjh u; jegqma úIu;djh jeäjk nj fuu 
wOHhkh u`.ska fidhdf.k we;' kd.ßl yd .%dóh jYfhka .;al, by< 
jegqma úIu;djhla fkdue;s nj fuu wOHhkh u`.ska fidhdf.k we;' 
kuq;a kd.ßl yd j;= wxYh ;=<;a .%dóh yd j;= wxYh ;=<;a wúêu;a wxYhg 
idfmalaIj úêu;a wxYfha jeä jegqma úIu;djhla mj;sk nj fuu wOHkh 
u`.ska fidhdf.k we;' fuys§ o kd.ßl yd j;= wxYh ;=< .%dóh yd j;= 
wxYhg jvd jegqma úIu;djh jvd;a ;Sj% f,i oel.; yel' 
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ks.uk yd fhdackd 

mqoa.,fhl=" udkj m%d.aOkh bmhSu i|yd m%Odk f,i n,mdk idOlhla 
nj;a úêu;a wxYh ;=< th jvd;a oeä f,i bmehSï i|yd n,mdk idOlhla 
nj;a wmg ks.ukh l< yel' wúêu;a wxYfha isák Y%ñlhkaf.a wvq udkj 
m%d.aOkh ksid iEu úgu tjeks Y%ñlfhl= úêu;a wxYhg udrejk úg 
bmhSï wvqlr lr.kafka úêu;a wxYh ;=< udkj m%d.aOkh i|yd iqúfYaIS 
ia:dkhla ysñ ù we;s ksid h' ;jo úêu;a wxYfha Y%ñlfhl= wúêu;a wxYfha 
/lshdjla i|yd udrejk úg Tjqkg b;du;a jeä jegqmla ,efnkafka Tjqka 
wúêu;a wxYfha /lshdjlg fhduq fjkjd kï ksielju úêu;a wxYfha ,enQ 
jegqmg jvd jeä jegqmla ysñ jkjd kï mu‚' ukao Tjqkaf.a udkj 
m%d.aOkh b;d by< uÜgul mj;sk neúks' ia;%S mqreI Ndjh u; jegqma 
úIu;djhka wúêu;a wxYh ;=< jvd;a jeä f,i mj;S' ieuúgu ldka;dj 
/lshd iqrlaIs;Ndjh ms<sn| jeä ie,ls,a,la olajhs' kuq;a mqreIfhl= /lshd 
iqrlaIs;Ndjhg jvd jeä bmhSula ,nd.ekSug fm<Uùula we;s fõ' fuu 
wjia:dj ;=< ia;%S mqreINdjh u; jegqma úIu;djh by< hd yel' tfia 
isÿjkafka /lshd iqrlaIs;Ndjh yd jegqma fkdjk m%;s,dN jeä jYfhka 
mj;sk wxYhl ,efnk jegqma m%udKh wvq neúks' kd.ßl yd .%dóh wxYj,g 
idfmalaIj j;= wxYfha jeä jegqma úIu;djhla mj;S' Bg m%Odku fya;=jla 
jkafka j;= wxYfha fiajh lrkq ,nk Y%ñlhkaf.a kd.ßl yd .%dóh 
wxYj,g idfmalaIaj my< u uÜgfï jD;a;Sh jeä jYfhka mej;Su;a ;=< 
Tjqkag ,efnk ffoksl jegqma m%udKh kd.ßl yd .%dóh wxYj, /lshd 
lrk mqoa.,hkag jvd wvqùuhs' tA ;=< m%dfoaYSh jYfhka jegqma úIu;djh j;= 
wxYfha wfkla wxY folg idfmalaIj jeä njla mj;sk nj wmg ks.ukh 
l< yel' fuu úIu;d u.yrjd .ekSug fhdackd lsysmhla bÈßm;a l< yel' 
 

▪ ish¨u fiajlhkag wod< j iudc wdrlaIK odhl uqo,a mj;ajd 
.ekSu wksjd¾h lsÍug kS;suh m%;sm;a;s rduqjla" tkï 
md¾,sfïka;=j yryd mk;a iïu; fldg tAjd l%shd;aul l< 
hq;=h' 

▪ ia;%S mqreINdjh u; mj;sk jegqmaj, úIu;djh iïmQ¾Kfhkau 
bj;a lsÍug lïlre wud;HxYh úiska md¾,sfïka;=j yryd mk;a 
iïu; fldg tAjd l%shd;aul l< hq;=h' 

▪ j;= wxYfha isák Y%ñlhkag fojk /lshdjla f,i i;aj 
md,kh" úúO j.d l%u y÷kajd§u jeks jevigyka j;= wêldÍ 
úiska y÷kajd Èh hq;=h' 

▪ kd.ßl" .%dóh yd j;= jYfhka mj;sk úYd, jegqma úIu;djhka 
wvq lsÍug j;= wxYh wdY%s;j l¾udka; yd fiajd uOHia:dk 
ia:dms; lsÍu l¾udka; yd jd‚c lghq;= wud;HdxYh úiska 
isÿl< hq;=h' 
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▪ lïlre wud;HxYh u`.ska úúO jD;a;Sh uÜgï i|yd wju jegqma 
m%;sm;a;s y÷kajd §ula isÿ l< hq;=h' 

 

uq, mo wúêu;a wxYfha fiajd kshqla;sh jegqma úIu;djh jegqma úfYaIKh 
jegqma Y%s;h 
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Introduction 

In general, self-efficacy is determining how people feel, think, motivate 

themselves and behave when doing a work. It refers to an individual’s belief 

in their personal capability to gain a job or a specific set of tasks. Self-

efficacy is the belief his/her own abilities, specifically the ability to meet the 

challenges and complete a task successfully (Akhtar, 2008).  

 

Career exploration is identified as a major construct in career development 

(London, 1982). Career exploration is all of the activities that people engage 

in for the purpose of promoting career development, choice, or adjustment. 

The purpose of career exploration is to collect and analyse career related 

information in order to develop the individual’s career management process. 

 

Career exploration opportunities help young people to determine their future 

world. It helps them “build a bridge” between education and career in their 

minds the way it motivates them to get the necessary skills for the future 

(Vein, 1997). It has been identified that graduates career self-efficacy and 

career exploration behavior are central construct for find new jobs 

(Sivaskaran., 2016).  

 

Research Problem 

Sri Lanka is facing a higher unemployment level in recent years and in 

March 2019, it was 4.7% (Department of Census Statistics, 2019). At the 

same time significant number of qualified graduates is annually passed out 

form universities but they face difficulties in finding career opportunities. 

According to the Unemployed Graduate Association, the number of 

unemployed graduates in Sri Lanka is around 53,000 in 2018 and they are 

requesting a solution for their employment (Wijesiri, 2018). Therefore, the 

youth unemployment has become a significant issue in the Sri Lankan 
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unemployment levels. This situation leads to the retention of students in 

higher education since they have no assurance of their employability when 

they passed out from universities or other higher academic institutions. 

Therefore, colleges and universities have spent years in developing many 

intervention programs and services to help students become integrated 

academically and socially into the college setting  (French, 1996).  

 

The following chart contains the Sri Lankan state universities management 

graduates’ unemployment rate for recent four consecutive years.   

Table 1. Annual Management Graduate Unemployment 

Year Total Management 

Graduates 

Graduate Management 

Unemployment for Year 

Percentage 

2014 5026 1200 24% 

2015 5152 1200 23% 

2016 5630 1750 31% 

2017 5700 1900 33% 
Source: Details from University Career Guidance Units 

 

During the period of 2014 to 2017 the unemployment rate among 

management graduates has been increased by 37%. Not only the graduate 

unemployment is very high Sri Lanka, there is a higher female graduate 

unemployment than male graduates (Sanderatne, 2011).  Therefore, it is clear 

that the qualified graduates are lacking the skill in career exploration in their 

education. Sivaskaran (2016) said that making decisions about career is 

important for all individuals and also to find out a good job and to make own 

career decision, it is necessary to have higher level of career self-efficacy.  

 

There are many researches about done on career exploration and also self-

efficacy as separate topics. a limited number of studies has focused on the 

career exploration among students (Charlotte Bose Iro-Idoro, 2015) Further, 

there were lack in studies about “impact of self-efficacy on career 

exploration”. To find out a good job and to make own career decision, it is 

necessary to have higher level of career self-efficacy (Sivaskaran. R. , 2016) 

Hence, studying on career exploration is much more needed since it has a 

direct impact on human capital development of a country. The state 

universities are taking many steps to improve career exploration capabilities 

of their undergraduates. But it seems that those are not completely successful 
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since still there is a higher unemployment level among the graduates of the 

country. The present study expects to fill the research gap of studying the 

effect of self-efficacy on career exploration of management undergraduates.  

 

Objectives  

To what extent Self-Efficacy impact on Career Exploration among 

Management undergraduates of state universities in Sri Lanka. 

 

Methodology 

The study is done by using the quantitative approach. The population of this 

study was all the management undergraduates who are studying in the state 

universities in Sri Lanka by the year 2018. Accordingly, there are 19385 of 

management faculty students of state universities (University Grant 

Commission Sri Lanka, 2019).  
 

Table 2. Demographic profile of the respondents 

Features Frequency Percentage 

University - Wayamba University 34 9 

                     Colombo University 33 8.8 

                     Peradeniya University 11 2.9 

                     Sri Jayawardanapura University 95 25.2 

                     Kalaniya University 42 11.1 

                     Jaffna University 30 8 

                     Vauniya University 8 2.1 

                     Ruhuna University 25 6.6 

                     South Eastern University 22 5.8 

                     Eastern University 13 3.4 

                     Rajarata University 28 7.4 

                     Sabaragamuwa University 27 7.2 

                     Uwa Wellassa University 9 2.4 

Total 377 100 

Gender - Male 197 52.3 

               Female 180 47.7 

Total 377 100 

Marital Status - Single 365 96.8 

                          Married 12 3.2 

Total 377 100 
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Out of the population, 377 students were selected according to the Morgan 

Table by using the convenience sampling technique. The demographic profile 

of respondents is given in the Table 2. 

 

A standardized questioner was distributed to collect data. Career Decision 

Self-Efficacy Scale- Short Form (CDMSE-SF; Betz, Klein, and Taylor, 1996) 

was used to measure Career Self-Efficacy & Career Exploration Survey-

Revised (CES-R) used to measure career exploration behavior. (CES; Stumpf 

et al., 1983). It consisted with 16 & 12 items to be measured on a five point 

Likert Scale from 1-5. The Cronbranch alpha value was greater than 0.7 for 

all variables in the present study. 

 

Research data were analyzed through descriptive statistics (Mean, Standard 

Deviation), and regression analysis was used to measure the impact of Career 

Self-Efficacy on Career Exploration. SPSS version 21 used to analyze the 

data. 

 

Hypothesis  

Following hypotheses were developed. 

H1: Vicarious Learning Career Self-efficacy has a significant positive impact 

on Career Exploration 

H2: Verbal Persuasion Career Self-efficacy has a significant positive impact 

on Career Exploration 

H3: Emotional Arousal Career Self-efficacy has a significant positive impact 

on Career Exploration 

H4: Performance Accomplishment Career Self-Efficacy has a significant 

positive impact on Career Exploration 

H5: Career Self-Efficacy has a positive significant positive impact on Career 

Exploration 

 

Results  

The multiple regression analysis was performed to test the hypothesis of the 

study and results are presented in table 3.  
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Table 3.  Coefficient Results 

 Unstandardized 

Coefficients 

Standardized 

Coefficients 

Sig. 

B Std. 

Error 

Beta 

 

(Constant) .077 .030  .011 

AVL .506 .019 .545 .000 

AVP .054 .020 .056 .009 

AEA .137 .020 .138 .000 

APA .274 .020 .291 .000 

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

 

H1- Vicarious Learning Self-efficacy has a significant positive impact on 

Career Exploration 

When VL increases from 1 point, CE increases from 0.506 points. P-value 

0.000 (P–value < Significant level. Therefore here, 0.000 < 0.05) implied that 

test highly significant and overwhelming evidence to say that Vicarious 

Learning has a positive significant impact on Career Exploration. Therefore 

reject null hypothesis (H0) and accept alternative hypothesis (H1) at 95% 

confidence level 

 

H2- Verbal Persuasion Self-efficacy has a significant positive impact on 

Career Exploration 

When VP increases from 1 point, CE increases from 0.054 points P-value 

0.000 (P–value < Significant level. Therefore here, 0.000 < 0.05) implied that 

test highly significant and overwhelming evidence to say that Verbal 

Performance has a positive impact on Career Exploration. Therefore reject 

null hypothesis (H0) and accept alternative hypothesis (H2) at 95% 

confidence level 

 

H3- Emotional Arousal Self-efficacy has a significant positive impact on 

Career Exploration 

When EA increase from 1 point CE increase from 0.137 points P- Value 

0.000 (P–value < Significant level. Therefore here, 0.000 < 0.05) implied that 

test highly significant and overwhelming evidence to say that EA has a 
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positive impact on Career Exploration. Therefore reject null hypothesis (H0) 

and accept alternative hypothesis (H3) at 95% confidence level 

 

H4- Performance Accomplishment Self-efficacy has a significant positive 

impact on Career Exploration 

When PA increases from 1 point, CE increases from 0.274 points P-value 

0.000 (P–value < Significant level. Therefore here, 0.000 < 0.05) implied that 

test highly significant and overwhelming evidence to say that PA has a 

positive impact on CE. Therefore reject null hypothesis (H0) and accept 

alternative hypothesis (H4) at 95% confidence level 

 

H5- Career Self-Efficacy has a significant positive impact on Career 

Exploration 

When CSE increases from 1 point, CE increases from 0.980 points P-value 

0.000 (P–value < Significant level. Therefore here, 0.000 < 0.05) implied that 

test highly significant and overwhelming evidence to say that Career Self-

efficacy has a positive impact on Career Exploration. Therefore reject null 

hypothesis (H0) and accept alternative hypothesis (H4) at 95% confidence 

level 

 

Conclusion 

The main objective of this study is to assess to what extent the Career Self-

efficacy effect on Career Exploration of the management undergraduates of 

Sri Lanka. The Career Self-efficacy was tested in four variables as Vicarious 

Learning, Verbal Persuasion, Emotional Arose, Performance 

Accomplishment and measure the impact on Career Exploration. All 

dimensions of self -efficacy and Career Exploration found a positive 

significant impact on career exploration of the management undergraduates. 

As stated in the literature, (Bandura, 1977, 1986; Dawes, et al., 2000; Laneet 

al., 2002; Niles & Sowa, 1992; Sterrett, 1998) the Performance 

Accomplishments was the strongest predictor of career self-efficacy (Nasta, 

2007). But, according to this study the Vicarious Learning dimension has the 

most significant impact on Career Exploration. Therefore, the vicarious 

learning should be encouraged by providing students ways to hear other 

successful individuals, share stories of how they face career obstacles and 

achieved successes. The family background, ability to face challenges and 
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college education are also contributing to develop Vicarious Learning. 

Therefore, the universities should develop the students mind to improve the 

vicarious learning self-efficacy of their undergraduates.  

 

Keywords: Career Exploration, Vicarious Learning, Verbal Persuasion,      

Emotional Arose, Performance Accomplishment 
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Introduction 

Sri Lankan tea is considered as the world’s premium tea in line for quality 

maintenance through a labour intensive practice of selective plucking. Major 

concerns in the industry are low labor productivity, absenteeism and 

migration of young workers, particularly due to poor living conditions, low 

income and a more complete life outside the rural estate sector (Athauda et 

al., 2012).  

 

These challenges are crucial to industry sustainability of the tea industry, 

because the tea sector relies on inexperienced resident labour, the industry 

must develop a robust strategy to attract a steady workforce and retain 

existing residents. The mechanism to increase labour productivity will 

eventually increase labour income and reduce immigration. This study is at 

least partially motivated by the need to maintain high labour productivity in 

the major tea sector in Sri Lanka.  

 

Labor productivity is the amount of goods and services that an employee 

produces in a specific period of time. Tea sector is a distinctive sector for 

productivity research by means of labour productivity is readily measurable 

as work attendance and weight of the green tea leaves plucked by each 

worker are prudently recorded daily in order to calculate individual wage 

packets. Thus, the amount of tea leaves plucked is the best productivity 

variable to be found in the tea industry. 
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Research Problem 

Labour productivity recorded in the tea plantations is low when compared 

with the competitive labour market both at domestic and abroad. It has 

shrunk dramatically in the past few decades and Sri Lankan estate workers 

rank at the bottom of international productivity tables. 

 

Objectives 

The main objective of this research study was to identify the relative 

importance of factors including health, experience, skills, training, monthly 

income, working conditions and working environment which affecting the 

labour productivity on tea harvesting then estimate productivity levels of the 

tea pluckers, as a result to identify which factors affect most for the highest, 

average and lowest productivity levels. This will be helpful for the policy 

makers in the tea industry sector to detect the areas which should be more 

focused when implementing future programs to improve the labour 

productivity. 

 

Methodology  

Both primary and secondary data were obtained. Primary data were collected 

from 350 randomly selected tea pluckers employed in the estates in the 

Nuwara Eliya district which are employed in five divisions of the tea 

plantation. Stratified random sampling method was used to select the total 

350 pluckers from five divisions of the estate.  

 

A number of methods were used to collect primary data, as detailed face to 

face interviews with employees and participants of the administration and 

group discussions. Interrogated interviews were supported by a structured 

questionnaire. Secondary data of the individual pluckers was obtained from 

records kept by the estate management. 

 

The study was able to identify 26 indicators under the five major areas which 

affect for labor productivity and those needed to be classified into categories, 

for that purpose a multivariate technique called Principal Component 

Analysis (PCA) was used. For PCA, the data set was analyzed using SPSS 

(version 25) statistical package. KMO and Barlett’s tests applied to check the 

adequacy value and the P value then the KMO adequacy and P value were 



239 

0.803 and 0.00 respectively. This value showed that the Principal Component 

Analysis is suitable for this study, because KMO values between 0.8 and 1 

indicated that the sample is appropriate for the analysis (Cerny & Kaiser, 

1977).  

The resultant 12 principal components were used to construct five indices. 

The five indices were built with the usage of Principal Component Analysis 

where Eigen values are greater than 1. It was essential to express all the five 

indices in a homogeneous and comparable way in a fitting manner with each 

and every index score was expressed as a value between 0 and 1 by 

normalization.  

 

To identify which factors affect most for the labourers’ productivity levels a 

Quantile Regression analysis was used. Three quantiles as 25th, 50th and 75th 

were used and estimated labour productivity. A quantile regression procedure 

as available in STATA 14, used to assess the differing impacts of the five 

indices on the labour productivity. Here the labour productivity was taken as 

the dependent variable and the five indices HH, WSD, IHL, AF, and WEC 

were taken as independent variables. 

 

Results and Discussion  

Descriptive statistics are given in Table 1. The results of KMO and Barletts’ 

reliability test suggested that the reliability of the samples’ PCA analysis was 

0.803. Since it was greater than 0.8 it claimed the adequacy of the sample to 

perform a successful PCA. Finally 12 Principal Components were gained. 

The PCA was conducted on the indicators and the principal component 

values obtained for the 26 indicators under these five major indices HH, 

WSD, IHL, AF and WEC were indicated in Table 2. 

 

A Quantile regression carried out for three quantiles as 25th, 50th, 75th 

quantiles and the results are shown in Table 3. Variables used as Household 

and Health, Worker Skills Development were significant and positive across 

all quantiles and its impact was greater on higher quantiles. For example, an 

increase in training or education level or the awards given to the labourers 

would increase the level of labour productivity also the labourers who has 

higher work attendance have higher productivity than the others.  
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Table 1. Descriptive Statistics of the sample 
Parameter Category Percentage 

Age (Years) <25    2.0 

26-35 24 

36-45 42 

46-55 27 

>55    5.0 

Household Size <2 2.0 

3-4 28 

5-6 59 

>6 11 

Type of Housing Single line 34 

Back to back line house 26 

Single house 22 

Temporary house 18 

Level of Education None 4.5 

Up to grade 5 45 

Up to grade 8 41 

Up to O/L 9.0 

Up to A/L 0.5 

Years of experience  <5 8.0 

6-15 40 

16-25 34 

26-35 14 

>35 4.0 

Number of days attend for work per 

month 

<12  22 

13-15  27 

16-18  35 

19-21  15 

>21  1.0 

Participated in Training  No 73 

Yes 27 

Awards received No 82 

Yes 18 

Monthly Salary from Estate (Rs) <5000 3.0 

5000-10000 11 

10001-20000 73 

20001-30000 13 

Income from other income sources (Rs) None 51 

<10000 3.0 

10001-20000 73 

20001-30000 13 

>60000 2.0 

Monthly loan settlement amount (Rs) None 23 

1000 10 

1375 14 

2375 52 
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Individuals health level was significant in lower quantiles, but not in highest. 

The non-significance of Individuals Health in 50th and 75th quantiles 

indicated lack of health has become a reason for low labour productivity 

which indicates if the when other variables kept constant and labourers’ 

health level increased by one unit, of those who perform in low level, their 

productivity would increase by 0.29 units. 

 

Table 2. Selected Indicators for five major Productivity Intervention 

areas, Component Score Coefficient Matrix for Productivity Indicators 

and Eigen values 

Prod.  

Interven-

tion 

Areas 

Indicators PC1 EV PC 2 EV 
PC 

3 
EV PC 4 EV 

HH Household size -0.25 2.006  0.62 1.184 - - 

Number of Children below 

12 -0.48 2.006  0.22 1.184 - - 

Type of house living in -0.05 2.006 -0.44 1.184 - - 

Years lived in the current 

house  0.26 2.006  0.43 1.184 - - 

WSD Level of education  0.04 1.773  0.59 1.340 - - 

Years of experience as a tea 

plucker  0.19 1.773 -0.43 1.340 - - 

Days attend for work per 

month  0.49 1.773  0.01 1.340 - - 

Training programs 

participated  0.35 1.773  0.42 1.340 - - 

Received the best plucker 

award  0.45 1.773 -0.02 1.340 - - 

IHL BMI (Body Mass Index) -0.24 1.735 -0.24 1.265  0.11 1.176  0.40 1.102 

Level of eyesight  0.06 1.735  0.39 1.265  0.39 1.176 -0.01 1.102 

Level of Hearing -0.19 1.735  0.18 1.265  0.21 1.176 -0.05 1.102 

Pain in Neck  0.55 1.735  0.03 1.265  0.14 1.176 -0.05 1.102 

Pain in Shoulder -0.05 1.735 -0.68 1.265  0.15 1.176  0.02 1.102 

Pain in Hip -0.04 1.735  0.14 1.265 -0.65 1.176 -0.02 1.102 

Pain in Leg  0.55 1.735  0.04 1.265 -0.07 1.176  0.13 1.102 

Number of doctor visits per 

month 
-0.01 1.735 0.22 1.265 -0.29 1.176 0.59 1.102 

Hours of sleep 0.17 1.735 -0.06 1.265 0.14  0.57 1.102 

AF Monthly income from the 

estate 
0.67 1.098 -0.31 1.032 - - 

Income from other income 

sources 
0.68 1.098 0.31 1.032 - - 

Monthly loan settlement 

amount 
0.01 1.098 0.88 1.032 - - 
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WEC Safety of the workplace -0.06 3.137 0.54 1.456 - - 

Hygiene of the workplace -0.10 3.137 0.56 1.456 - - 

Facilities provided by the 

estate 
0.36 3.137 -0.06 1.456 - - 

Rules and regulations of the 

estate 
0.34 3.137 -0.05 1.456 - - 

Relationship with the 

supervisors 
0.36 3.137 -0.06 1.456 - - 

Note: HH - Household and Housing, WSD - Worker Skill Development, IHL – Individuals Health 

Level,  AF – Availability of Finance, WEC - Working Environment and Conditions, PC- Principal 

Component,  EV- Eigen Values 
 

Availability of finance also significant in lower quantiles not in the highest 

which proves when other variables kept constant if the monthly income level 

increases by one unit, it will increase the productivity of low productive 

labourers from 0.18 units. 

 

It results that having extra income sources and the fact that not having any 

monthly loan settlement amount does not affect for the productive labourers 

at 50th and 75th quantiles. 

 

However, working environment and the conditions were only significant for 

highest productivity levels. Which means the tea pluckers who do not 

perform well do not consider about the safety, hygiene, facilities provided to 

them or the rules and regulations of the estate. Highly productive labourers’ 

productivity (75%) could be increased in further amount (0.16 units) through 

increasing working conditions, working environment and their relationship 

with the supervisors. 
 

Table 3. Results of Quantile Regression 

Variables 25th Quantile 50th Quantile 75th Quantile 

Household and Housing 

(HH) 

0.30 0.32 0.35 

(3.34)** (4.08)** (2.26)** 

Worker Skill Development 

(WSD) 

0.24 0.27 0.31 

(2.52)** (2.11)** (3.16)** 

Individuals Health Level 

(IHL) 

0.29 0.21 0.07 

(2.60)** (1.40) (0.78) 

Availability of Finance (AF) 0.18 0.15 0.10 

(2.12)** (1.31) (1.51) 

Working Environment and 

Conditions (WEC) 

-0.09 0.01 0.16 

(-0.85) (0.10) (1.83)* 

Constant 1.74 1.83 2.23 

(16.63)** (12.88)** (26.4)** 

Note: t values are given in parenthesis; *p < 0.1, **p < 0.05 
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Figure 1. Impact of Labour 

Productivity with Household and 

Housing  
 

Figure 3. Impact of Labour 

Productivity with Individuals Health 

Level 

Figure 2. Impact of Labour 

Productivity with Worker 

Skill Development  

 

Figure 4. Impact of Labour 

Productivity with Availability 

of Finance 
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Figure 5. Impact of Labour Productivity with Working Environment 

and Conditions 

 

Figure 1 show productivity levels according to household and housing. When 

the housing condition increases the 50% productive labourers productivity 

increase in an increasing rate and their productivity become closer to the 

productivity level of the 75% productive level. Figure 2 show productivity 

levels according to worker skill development. When laborers are provided 

with training and awards, to appreciate & motivate the working capacity, 

their productivity can be further increased and reach the upper level in a 

slight extent. Figure 3 show productivity levels according to individuals’ 

health Level. With the health level improvement productivity of both 25% 

group and 50% group become closer to the superior productivity level. Figure 

4 show productivity levels according to availability of finance and it is 

numbered and the productivity of 50% reaches the 75% level when the 

availability of finance is increased.  Figure 5 show productivity levels 

according to working environment. It shows that 25% productive pluckers do 

not consider about the working environment and conditions and the 75% 

pluckers productivity further increased when the working environment and 

conditions are increased. 

Conclusion 

Tea pluckers with 25% productivity are more concerned on household and 

housing conditions, worker skill development opportunities given by the 

estate, individuals’ health level maintenance by providing medical aids and 

availability of finance per month. However, their productivity is not affected 

by working environment and conditions which mean they do not focus on 
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hygiene, safety or rules and regulations of the estate. Those with 50% 

productivity are only concerned on household, housing conditions and 

worker skill development prospects therefore their productivity can be further 

increase by addressing these productivity intervention areas. By uplifting 

household and housing conditions, worker skill development opportunities 

and working environment and conditions, 75% productive pluckers 

efficiency can be further intensified.  

 

Results suggested that the most significant effect was revealed by household 

and housing, as 50% productive pluckers would reach upto the 75% 

productivity level when they are provided with good household and housing 

conditions. Results claimed that, different productivity levels should be 

addressed to uplift the labour-productivity since their desires are quite 

different. As a whole, administrative unit of the estate should focus on 

encouraging labourers’ performance by addressing relevant productivity 

intervention areas as offering an additional payment for the highly productive 

pluckers, providing training opportunities and encouraging to participate in 

training programmes, influencing them to obtain medical aids from the estate 

and to maintain a good health condition etc. 

 

Keywords: Labour Productivity; Principal Component Analysis; Quantile 

Regression; Tea Industry 
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Introduction  

The grade 5 scholarship examination is one of the critical examinations 

among the three major examinations in Sri Lanka. Thousands of students 

have benefited from this exam and this provides an opportunity to every child 

to compete for a popular school. But the study launched by the medical 

professionals opine that this exam adversely affects children’s mental health. 

Recently it was subjected to a highly controversial discussion as to whether 

the scholarship examination would be given priority and be held or else 

whether this be cancelled from the educational system. Although previous 

governments had taken several actions to eliminate this, it was not succeeded. 

Equally present government still could not be done. This study aimed to 

identify the important factors that influence in the academic performance of 

grade five scholarship examination in Kurunegala district. 

  

Research Problem  

Almost every student who is studying in grade 5 sits this examination. 

Therefore, this has become a popular and competitive examination among 

candidates. Today we can really experience that so called “competition” in 

the education system is negatively affecting the country & the nation with 

many bad repercussions. Many pains are being taken by candidates to reach a 

high level of achievement at this examination & principals, teachers & 

parents to assist the realization of their goals. Thus Ordinary Level (O/L) and 

Advanced Level (A/L) examinations, as well as the scholarship examination 

becomes boundary examination. At present O/L is qualification for only 

select A/L. But this is foundation of the whole education life of a student. 

Therefore identify the definite factors that affect to the academic performance 

in this examination and study the effect is more important to facing the most 

controversial factors ahead of tuition, mental health. Abayasekara (2018) the 

analysis launched through the Institute of Policy Studies of SL shows 80% of 
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the selected sample of scholarship examination high scorers subsequently 

passed the A/L exam & qualified for university admission as well as majority 

of passed students qualified science stream of A/L. And we are facing the 

problem of eliminate this examination from the education system in the 

several situations. Explored factors reveal the solutions to this all and 

therefore at present the study is to explore what are the factors that affect to 

the academic performance in grade five scholarship examination in Sri Lanka 

is more topically. 

 

Objectives  

The study is mainly planned to explore the factors that affecting academic 

performance in grade 5 scholarship examination related to the 2018 results in 

Kurunegala district. 

The main objective will be achieved by fulfilling the respective specific 

objectives which are planned,  

▪ To identify the effect of factors.  

▪ To examine whether the obtained knowledge from the school is 

sufficient for pass the exam or not.  

▪ To provide solutions for the problem whether or not scholarship 

examination is necessary and the suitable grade for examine. 

 

Methodology  

A sample of 301 students was drawn by using multi-stage cluster sampling 

from the Kurunegala district, which recorded highest results in 2018. The 

study was carried out using quantitative approach and data was collected by 

structured questionnaire from students and their parents. The response 

variable was the academic performance of the grade 5 students and it is 

consists with two categories as pass and fail. Descriptive statistics and binary 

logistic regression were used to achieve the objectives by the use of SPSS 

and Minitab 18 software. To overcome the multicollinearity, an index was 

created for collection of each continuous explanatory variables (Temperature, 

Lighting, Shouting inside and outside of examination center, Supervisor 

behavior, Comfortable of place, Space between each table, Rules) defined as 

Extrinsic factors   (Rasul & Bukhsh, 2011) by Special method of Composite 

Index (Fernando, Samita1 , & Abeynayake2 , 2012). 
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Results and Discussion  

In this section, first will give the results from the main technique of binary 

logistic regression that the students recognize as most likely to have affected 

their academic performance. The second will focus on major finding obtained 

from the descriptive statistics.  

 

Though we studied 15 categorical explanatory variables (type of school, 

geographical location, tuition class, medium, gender, teacher’s performance, 

school attendance, parent’s marital status, housing type, pressure of the 

parents’, pressure of the teachers’, father’s educational level, mother’s 

educational level, father’s occupation, mother’s occupation) with 05 

continuous variables (extrinsic factors, nutrition level, birth month, family 

structure and family income), it is essential to identify the most preferable 

model to fit the data. For that we selected the following model that has the 

highest G2 value is 50.456 with significant P values after getting from several 

model testing.  

 

Therefore our best fitted model is,  

logit (πi) = -19.436 + 0.705Other(MO) + 1.071Agriculture(MO) -                   

0.673Self-employed(MO) - 0.057Military(MO) - 

1.692Labour(MO) - 0.584Academic(MO) + 1.508Health(MO) + 

20.872Elementary(MO) + 1.431Professional(MO) + 

18.963Primary(FE) + 19.104Elementary(FE) + 

19.274Secondary(FE) + 20.894Intermediat(FE) + 

20.480First_degree(FE) + 19.096Post_graduate(FE) - 

1.182National(TS) 

 

Where;   

MO= Mother’s occupation   

FE= Father’s education level  

TS= Type of school  
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Table 1. The Most appropriate model for Academic Performance 

 Parameter  B P-value Exp(B) Reference  

Mother’s 

occupation  

  .026   
 

Other(1)  .705  .449 2.023  

Agriculture(2)  1.071  .015 2.918  

Self-employed(3)  -.673  .366 .510  

Military(4)  -.057  .969 .945  

Labour(5)  -1.692  .224 .184  

Academic(6)  -.584  .286 .558  

Health(7)  1.508  .088 4.518  

Elementary(8)  20.872  .999 1160198388.679  

Professional(9)  1.431  .020 4.181  

Fathers education 

level  

  .041   

 

Primary(1)  18.963  .999 171996396.879  

Elementary(2)  19.104  .999 197997500.758  

Secondary(3)  19.274  .999 234786735.080  

Intermediate(4)  20.894  .999 1186481595.449  

First degree(5)  20.480  .999 783862906.398  

Post graduate(6)  19.096  .999 196445715.401  

Type_of_school  -1.182  .002 .307  Provincial  

Constant  -19.436  .999 .000  

Source: Dinika, Rathnayaka & Jagoda 2019  

 

By the use of: Estimated Probability = Exp(ᵝ0+ᵝi) / 1+Exp(ᵝ0+ᵝi), 
some results interpreted as follows. 

 

▪ Relative to being a student whose mother is a house wife, being a 

student whose mother doing an elementary job has a 0.8078 

probability (81 percent when all other factors constant) of pass the 

exam.  

▪ Relative to being a student whose father’s education level is in the 

above category, being a student whose father’s education level is 

intermediate has a 0.811 probability (81% percent when all other 

factors constant) of pass the exam. 

▪ Relative to being a student in provincial school, being a student in 

national school has a 1.11-9 probability of pass the exam.  
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Goodness of fit of the model 

The significance value of the Hosmer-Lemeshow test statistic for the fitted 

model is 0.923 which is greater than 0.05. It implies that our model has 

adequately fitted.  

Table 2. Female and male Vs Academic Performance 

Gender   Qualification Total 

Fail Pass 

Female  Count  92 88 180 

% within   51.1% 48.9% 100.0% 

Male  Count  65 56 121 

% within   53.7% 46.3% 100.0% 

Total  Count  157 144 301 

% within   52.2% 47.8% 100.0% 

 

Out of the total sample, 59% were female respondents and 41% were male 

respondents. Actually that difference made by auto generate according to the 

accepted sample concept. Otherwise it should be female proportion 56% and 

male proportion should be 44% relevant to the sampling frame. Therefore we 

can conclude that participation of male and female respondents to the study is 

approximately fair and this is important result obtained from the descriptive 

statistics related to the studied factor of gender.  

 

Conclusion  

The binary logistic regression analysis explored that mother’s occupation, 

type of school and father’s education level of the student were significantly 

affected for the academic performance of grade 5 scholarship examination. 

According to the descriptive statistics, 52.2% of students have passed the 

examination and 47.8% of students have failed. The percentage of female 

students who passed the exam (61%) is higher than the percentage of male 

students (39%). The study revealed that obtained knowledge from the school 

is sufficient for pass this examination due to the tuition factor become 

insignificant.  

According to the secondary data, the department of examination in Sri Lanka 

still not get the decision about the hold this examination. Likewise there are 
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some reasons that identified to cannot move this exam in to above grade (7 

Grade or 8 Grade)  

▪ There are 3884 schools in Sri Lankan school system which exist only 

classes of 1-5 Grade. A new methodology should be introduce for 

initiate grade 6 students to schools who studied in primary colleges.  

▪ There are 1001 schools beginning from grade 6. A new procedure 

should be establish to initiate the students for these schools.  

▪ The allocation method should be accept by the society.  

▪ The school system followed a hierarchy as follows.  

1-5, 6-11, 12-13. This hierarchy should be amended.   

▪ The system should be change for more years.  

Scholarship examination paper should be test that measure the challenged 

and understandably of a student. It must be the paper that can face without 

extra practicing. Finally, it can be suggested that continuing of this 

examination is more preferable than elimination.  

 

Keywords: Academic Performance; Grade Five Scholarship Examination 
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Introduction 

It is widely accepted that education is an important source of human capital 

formation of a country and that investment in education is critical. In most of 

the studies expenditure on education used as a proxy for human capital 

formation (Barro, 2001; Temple, 1999; Mankiw, 1992; Nonneman V and 

Vandhoult P, 1996). The importance of education can be further explored as 

it is often called as a merit good. This is due to the fact that through the 

education worth providing to the society is greater than worth providing to 

the individuals for a longer term. Expenditure on education is a long term 

investment that could bring a high level of productivity of labour which in 

turn contributes positively to the growth of GDP. Not only the physical 

development, there are huge indirect benefits pass to the society in improving 

the level of education. This improves the various other aspects such as health, 

nutrition, sanitations and also discipline of the society (Sunde, 2017). 

Therefore, Expenditure on education is produced externalities into the 

economy which could faster the development process of the nation. As such, 

the literature supports the hypothesis of this study between education 

expenditure and economic growth nexus as the education is an important 

determinant of economic growth of a country and play a vital role in 

promoting economic growth and development (Barro, 2001). This paper 

argues that provision of more funds available for general and university 

education as a source of human capital development lead to the development 

of the growth of the economy. 

 

Research Problem  

There is a plethora of studies conducted on whether the investment of 

education can contribute significantly to the economic growth of a country. 

Most of the empirical studies identified the positive relationship between the 

education expenditure and economic growth (Hakim and Abdullah (2017) 
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Sunde (2017), Tomic (2015),Mallick and Dash (2015),Whalley and Zhao 

(2013), khan et.al (2011),  but some other studies confirmed the negative 

association too and few studies questioned about the education growth nexus 

(Bolkol 2016, Devarajan et.al 1996). 

 

The empirical evidence suggested by a large body of literature provides 

mixed and inconsistent results. Therefore, this study intends to investigate the 

impact of expenditure on public education expenditure on economic growth 

on empirical ground as a case study of Sri Lanka for the period 1974 to 2018.  

 

Sunde (2017) examines the association between education expenditure and 

economic growth in Mauritius using ARDL bound testing approach and 

granger causality test for the period 1976-2016 to find out long run and short 

run relationship between the variables. The study found that there is a 

positive relationship between education expenditure and economic growth in 

the long run. Further, the study confirmed the short run unidirectional 

causality from education expenditure to economic growth. Similar results 

have been obtained by Hakim and Abdullah (2017) in their study on 

education expenditure and economic growth in Pakistan for the period 1980-

2014 using cointegration approach. In addition, Khan (2011) also found that 

human capital plays a vital role in explaining economic growth in China. 

 

The countries in the world pay much attention on education sector in their 

national policy development (Victor, 2015). In Sri Lanka government budget 

proposals have recognized the education as the main expenditure area and 

allocate 9.75 per cent from its total expenditure for education sector during 

the period 2012-2018 and it has been recorded that the relevant figure is 1.8 

percent on average as a percentage of GDP for the period 2012-2018 (Human 

Development Report, 2018). The recorded average economic growth is 4.8 

percent the above period. A comparison with Sri Lanka’s expenditure on 

education with other South Asian countries shows that the provision of 

education expenditure is insufficient to accelerate the growth potentials of the 

country through the accumulation of human capital (World Bank 2016).  
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Objective 

This study intended to find out education expenditure has any significant 

impact on national output with the given prominence of the national budget 

over the last period under the government policy of free education. 

 

Methodology  

The broad theoretical and empirical literature proclaims that the enhancement 

of human capital through education is an important determinant of economic 

growth. As such, in the present study identified public investment on 

education as an important determinant of economic growth when designing 

growth model.  

 

The study mainly used secondary time series data as the study incorporates 

macro approach. The annual time series data used for the analysis covers the 

period 1974 to 2018 (44 observations). The relevant data will be collected 

from Central Bank Reports, and World Development Indicators etc. The 

variables under consideration are Gross Domestic Product, Gross Capital 

Formation, Labour Force and Public Expenditure on Education for the period 

of 1974 to 2018. 

 

The model framework of this study is based on the augmented Cobb Douglas 

production function which explains the determinants of economic growth 

(Hussin et al 2012). Initial classical production function is given as (1). 

Y = A.Kα. Lβ                                    (1) 

The development of endogenous growth literature added human capital 

equation 1 is given as 

Y = A.Kα. Lβ. Hγ                      (2) 

Where Y is output, A is Technological progress, K is capital, L is labour and 

H is human capital. In the present study human capital is measured by public 

expenditure on education which includes expenditure on general education 

and expenditure on University education. The log linear form of function 

which explains the growth determinants can be as follows (3) 

LnY = αLnK + βLnL+ γLnH                   (3) 
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The updated empirical log linear function which explains the impact of 

public expenditure on education on economic growth in the form of equation 

4.  

Ln RGDP = α1ln GDCF + α2 Ln LFPR + α3Ln PEE + Ut  (4) 

Where Y is Gross Domestic Product (RGDP), K is the Capital which is 

measured by gross domestic capital formation (RGDCF), L is the labour 

whose proxy is Labour Force Participation Rate (LFPR), and H is human 

capital whose proxy is Public Expenditure on Education (PEE) which is 

separately identified as Government Expenditure on General Education 

(GEGE) and Government Expenditure University Education (GEUE) (Hussin 

et al 2012). Ut is the error term All the figures are measured in real terms 

deflated using implicit price Index (base year 1996). 

 

Results and Discussion 

The purpose of this study is to investigate the impact of public education 

expenditure on economic growth of Sri Lanka. As a first step in our analysis 

using the ordinary least squares (OLS) and to strengthen the study results, 

Johansen Cointegration has been used. The OLS results reported in Table 1 

reflect that public investment on education affects economic growth 

positively and the results are statistically significant at the 5 percent level of 

significance. The composition analysis of public investment in education 

revealed that public investment on higher education is statistically significant 

positive sign and but public investment of general education has a positive 

impact but not highly statistically significant.  

 

Table 1. OLS Regression Results of Growth Model 

Variable Coefficient Std. Error t-Statistic Prob. 

LNRGEUE 0.176464 0.071855 2.455838 0.0185 

LNRGEGE 0.114097 0.061938 1.842131 0.0729 

LNGDCF 0.265455 0.084275 30149878 0.0031 

LNLFPR 0.063891 0.036187 1.765598 0.0851 

R-squared 0..986990 F-statistic 758.6286  

Adjusted R-squared 0.985689 Prob(F-statistic) 0.000000  

S.E. of regression 0.086834    

Source: Author Calculations 
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Further, gross capital formation is another important variable in our model 

showed a positive significant impact on economic growth. Labour force is 

statistically significant in the model at 10 percent level of significant. The 

value of the R2 which explain the explanatory power of the model remained 

99 per cent and overall model F statistic also significant which shows the 

model is good. 

 

Unit Root Tests 

Then the study focuses on the order of integration by employing ADF unit 

root tests. The ADF test carried out with an intercept, without intercept, with 

intercept and trend at their levels. The null hypothesis (H0) is that the series 

Yt is I (1). If the calculated t-value (ADF test value) is less than the critical 

value given in table, then we cannot reject the null hypothesis that Yt has a 

unit root. That means Yt is a non-stationary time series. According to the 

ADF test results all series are non-stationary at levels. But, all the series are 

stationary at their first differences, which suggest that these variables are I(1), 

concluding that the model is suitable for estimating long run model.  

 

Cointegration Test 

Given the results of the unit root test, then the study put forward a step to use 

the Cointegration procedure in order to test for the existence of a long run 

stable relationship between the set of non-stationary variables in the models. 

Since, all variables are stationary at their first difference and thereby 

concluding all variables under investigation are integrated in order one 

{(I(1)}, the study can apply cointegration methodology. First, the study 

examine the maximum lag length based on lag length selection criteria and 

established I lag length. Further, Inverse polynomial function of AR form 

depicts that the variables are stationary as all variables are lying within the 

circle.  

 

Table 2 summarizes the results of the Johansen and Juselius’s (1990) 

cointegration methodology to find the existence of long run model for the 

public expenditure on education and economic growth. As given in the table 

2, tests confirmed that the null hypothesis of no cointegration relationship can 

be rejected at the 1 percent or 5 percent level of significance. The results of 

the Johansen’s trace tests and Max Eigenvalue tests suggested that the 
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variables are cointegrated  with  r=1  and r=0 respectively which implied that 

there are at least 1 cointegration vectors found in the model. That implies the 

existence of long run cointegration relationship between gross domestic 

product and the public education expenditure on education. Moreover, this 

can be confirmed as the trace statistics is greater than the maximum 

Eigenvalue as reported in Table 2. 

 

Table 2. Unrestricted Cointegration Test 
No. of CE(s) Trace Test Prob**. Max-EigenValue Prob**. 

r= 0 105.1078* 0.0097 44.86026* 0.0134 

r=1 60.24758* 0.0421 26.94343 0.2664 

r=2 33.30415 0.5401 16.14242 0.6537 

r=3 17.16173 0.6281 11.53115 0.5943 

 

  
 

 

Granger Causality Tests 

Having identified the long term relationship between the growth and its 

determinants, next the study focuses on the short run dynamics of the growth 

model. The Engle and Granger (1987) model was used for the causality test. 

The analysis of the results revealed that the results reject the null hypothesis 

that public spending on education does not granger cause to economic growth 

confirming previous literature. Further analysis reject the null hypothesis that 

public expenditure on university education does not granger cause to 

economic growth. However, results failed to reject the null hypothesis that 

public expenditure on general education granger cause to economic growth. 

 

Table 3. Granger Causality Tests Results 
Null Hypothesis Lags F- Statistics Prob. 

LRGEE does not Granger Cause GDPG 6 2.89406 0.0278 

GDPG does not Granger Cause LRGEE 6 0.63345 0.7023 

DGEGE does not Granger Cause GDPG 14 0.77732 0.7243 

GDPG does not Granger Cause DGEGE 14 2472.88 0.0158 

DGEUE does not Granger Cause GDPG 12 4.39245 0.0294 

GDPG does not Granger Cause DGEUE 12 1.17517 .0.4317 

 
  

 Trace test indicates 2 cointegrating eqn(s) at the 0.05 level 

 * denotes rejection of the hypothesis at the 0.05 level 

 **MacKinnon-Haug-Michelis (1999) p-values 
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Robustness Checks 

The test of autocorrelation (Breusch-Godfrey LM test), normality (Jarque-

Bera normality test) and heteroscedasticity (Heteroskedasticity White Test) 

were also carried out and indicated that the model is free from 

misspecification errors and considered as the cut off for good model. 

 

Conclusion 

This paper investigates the impact of public education expenditure on 

economic growth in Sri Lanka for the period 1974-2018. The findings of the 

study revealed that the real GDP growth has positive long run relationship 

with Gross domestic capital formation, Labour force and public expenditure 

on general education and higher education in Sri Lanka. The results 

confirmed that education has long run relationship with economic growth. In 

the short run, education in general granger cause economic growth. However 

sector wise analysis revealed that expenditure on general education does not 

granger cause to economic growth and causality running from other way 

from growth to general education.  

Moreover, investment in higher education has more significant causal impact 

on economic growth. This means more resource allocation on higher 

education will have an important contribution to the economic growth 

process of Sri Lanka.  Therefore, it is suggested that the government should 

increase the expenditure on university education in order to increase the 

growth performances of the country. The future researchers can investigate to 

identify the impact of the specific aspects of the university education such as 

quality of the university education, the industrial/ practical implication of the 

knowledge, under university education system that enhances the economic 

growth of the country.  

Keywords: Education; Economic Growth; Public Expenditure 
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Introduction 

Empowerment has been discussed by many researchers (e.g. Mayoux, 2000; 

Kabeer, 2005; Sarumathi, & Mohan, 2011; Maheswari, & Revathy, 2016; 

Vithanagama, 2016; Kumari, 2017; Lusardi, 2017; Adam, Boadu, & 

Frimpong, 2018; Lusardi, 2019) in terms of economic perspective. 

Economically empowering women is indispensable both to apprehend 

women’s rights and to achieve broader development goals such as economic 

growth, poverty reduction, and social welfare. According to Garg, & Singh 

(2018), when women have the ability to succeed in and advance 

economically as well as have the power to make economic decisions, women 

are said to be economically empowered. Many researchers and scholars (e.g. 

Aggarwal, 2014; Haque, & Zulfiqar, 2016; Bonga, & Mlambo, 2016) argue 

that Women’s Economic Empowerment (WEE) promotes inclusive growth in 

many developing countries. Arora (2016) shows that a large portion of the 

rural poor are the women, because they face social barriers in accessing 

formal finance such as savings and credits that make it much harder for them 

to overcome poverty. Further Porto, (2017) pointed out that due to continued 

disparities between women and men in employment and income 

opportunities, education, financial literacy and control over assets 

demonstrate that development activities are centered on the men. Most of the 

pervious researchers identified financial literacy (Fin Lit) as an important 

determinant of WEE (Arora, 2016; Bonga, & Mlambo, 2016; kumara, 2016a: 

Lusardi, 2019). 

 

Sri Lanka as a labour abundance country has a female oriented population 

with a ratio of 0.96 (male/female) between the male and female population 

(World Bank Financial Development Report/WFDR, 2018). However, it is 

regrettable that, in Sri Lanka, a major portion of the unemployed population 

consists of women. According to the survey   report of Department of Census 

and Statistics (DCS), in the first quarter of 2018, the ratio was 3 to 7.1 
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between the male and female populations (DCS, 2018). In the local context, 

the labour force partaking based on gender is 78.9% male in contrast to 

38.5% female (Global Gender Gap Report, 2018). As citizens of a developing 

country, Sri Lankan women in rural areas have to confront many challenges 

so as to obtain financial knowledge. A 52% of the entire Sri Lankan 

population is composed of women, and when it comes to the life expectancy 

rate, women (79%) and they are 7 years ahead than men (72%) (GFDR, 

2018). Thus, their expenses spread over a longer period of time. In face of 

these realistic situations, many women are compelled to confront monetary 

problems. According to the Standard and Poor’s Rating Services, 2018 what 

is more, around 90% of women are the sole breadwinners of their families 

after the death of the spouse or divorce (S&P Global Fin Lit Survey, 2018). 

Fortunately, only an 8% of women among them are illiterate in a general 

sense. These women are poor in financial literacy and particularly, lack of 

knowledge and proper financial attitudes and therefore, poor in financial 

decision making.  

 

As demonstrated by the S&P Global Fin Lit Survey in 2018, in almost every 

country there exists a material gap between the male and female population. 

When it comes to the attributes such as gender, level of education, income 

and age, financial literacy rates fluctuate in significant ways. Globally, 35% 

of men are financially literate as opposed to a 30% of women. As revealed in 

Sri Lankan adult population, only 35% are financially literate and this turns 

out to be a severe drawback in women’s financial literacy and their 

wellbeing. Due to huge gap of print literacy (91%) and financial literacy 

(35%) of female, majority of females are being financially weak (DCS, 

2018). Despite, within Sri Lankan economy, 74.4% of female population are 

economically inactive (DCS, 2018). Hence, the majority of women are poor. 

According to the pertaining condition of women’s poor living status, will 

results in weak economic empowerment of them. Further, Census of 

Population and Housing, in 2018 estimated that 72.8% of adult population in 

Sri Lanka represents the rural sector.  Therefore, this research is mainly 

focused on investigating the role of financial literacy (Fin Lit) for enhancing 

the economic empowerment of rural women in Sri Lanka. 
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Research Problem  

Based on aforesaid situation, there are several aspects to be investigated. 

Most of the arguments were supported to justify that there is a direct and 

indirect impact of financial literacy on economic empowerments of rural 

women. Further, it was estimated that the level of financial literacy is 35% in 

Sri Lanka. This low level of financial literacy occurs under the high 

education level, as per the gap between Sri Lanka’s print literacy (91%) and 

financial literacy (35%) it is critically high (CBSL, 2018). Moreover, it was 

noted that 73% of adult population in Sri Lanka is based on rural areas and 

their financial literacy is relatively low (Herath, Guneratne & Sanderatne, 

2015; Kumari, 2016b; Kumari, & Aluthge, 2018a). Furthermore, it is 

explored that the 52% of total population is represented by female and their 

life expectancy rate is much higher than male. Therefore, it implied that the 

majority of women population as dependent of the country (Vithanagama, 

2016; kumara.2017). Even though their education level is relatively high, 

they are being as economically inactive (75%) as well as 25% (no deposits 

and no withdrawals from an account) are financially inactive (The Little Data 

Book on Financial Inclusion, 2018). Therefore, it is evidently implied that Sri 

Lankan women are not economically empowered to make expected 

contribution to the economy. Therefore, it should be taken under the 

consideration, how that majority of population is empowered economically. 

Accordingly, the present study is focused on assessing the impact of financial 

literacy on women’s economic empowerment in rural Sri Lanka.  

 

Objectives 

The main objective of the study is to investigate the relative impact of 

financial literacy on economic empowerment among rural poor women in Sri 

Lanka. 

 

The specific objectives are; 

▪ Investigate the impact of financial literacy on the economic 

decision making power of rural women in Sri Lanka.  

▪ Investigate the impact of financial literacy on the control over 

use of income and expenditures of rural women in Sri Lanka.  

▪ Investigate the impact of financial literacy on the leadership in 

the community among rural women in Sri Lanka.  
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▪ Investigate the impact of financial literacy on the control over 

the time allocation for the leisure activities among the rural 

women in Sri Lanka.  

▪ Investigate the impact of financial literacy on the financial 

wellbeing of rural women in Sri Lanka.  

  
Methodology 

The target population for the study is defined as “Rural poor women in Sri 

Lanka with fixed consumption expenditure per month below Rs. 4,677” 

(DCS, 2018). According to Household Income and Expenditure Survey in 

2016 conducted by Department of Census and Statistics, Sri Lanka, overall 

poverty head count index in Sri Lanka was reported as 4.1%. That means 

843,913 of people in Sri Lanka are in below the poverty line. Sample was 

selected by adopting to several stages recommended by well-known authors 

of social researches. Accordingly, the researcher initially defined the target 

population and estimated the size of the sample unit. Further, it was decided 

the appropriate sample size 450 based on the Cochran’s sample size 

estimating formula. Even though, Sekaran & Bougie, (2016) noted that non 

response rate is minimum in collecting data from researcher- administrated 

questionnaire, the researcher decided to increase sample size by considering 

10% contingency factor due to some possible missing data. Accordingly, the 

total sample size was calculated as (450/90X100= 500) 500.  

 

As data collection was done through researcher- administrated questionnaire 

and all 09 provinces included into the sample. As per the nature of two 

variables which are considered as second order constructs, present study 

intends to adopt Structural Equation Modeling (SEM) (Hair,2018). 

Therefore, SEM is employed as the main measurement model for the present 

study. And also, the researcher specified the Smart-PLS 3 as the main 

analytical software due to the nature of the second order construct in the 

present study. Due to the different number of indicators in different 

dimensions, the research should have to follow the two-stage approach for 

the analysis. Therefore, the present model was assessed based on the two-

stage approach in PLS-SEM. And followed the basis statistical test for 

reflective variables in measurement model as well as the structural model. 
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Results and Discussion 

Fin Lit and WEE were identified as some reflective variables as explained by 

the previous studies (Park, 2015; Bonga & Mlambo, 2016; Ahmad Nazim 

Aimran et al., 2015). In the main hypothesis, it described the direct 

relationship of the independent and dependent variables.  Therefore, 

reflective higher order constructs were adopted with latent variable scores 

and results are given in figure 1 and table 1.  
 

 

Figure 1. Direct relationship between Fin Lit and WEE 

 

According to the figure 2, R2 value take as 13% it denotes that financial 

literacy, explain 13% of the variance of the endogenous construct (women’s 

economic empowerment). The R2 value is 0.131; it is shown inside the blue 

circle of the WEE construct in the PLS diagram (see Figure 2). 

 

Table 1. Direct Relationship between Fin Lit and WEE 
Path β Sample 

Mean 

(M) 

Std. 

Dev. 

T 

Stat. 

P 

Values 

Bias 5% 95% 

fin Lit -

> WEE 
0.362 0.36 0.052 6.93 0.000 

 

-0.001 

 

0.273 

 

0.445 

Source: Output Data, 2018 

    

Table 1 explains the summary of the direct relationship. Path coefficient 

estimates (0.383), t-value (6.33, P value and BCa confidence intervals 

(0.273- 0.445). Accordingly, p is less than 0.05 ant t value is greater than 

1.96 and no zero (0) lies between BCa confidence intervals. Therefore, it is 

noted that main hypothesis (H1), “financial literacy positively influences on 

the economic empowerment of rural poor women in Sri Lanka” was 

supported by the empirical evidences of present research context. Therefore, 

the results clearly indicated that financial literacy (Fin Lit) has a significant 
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positive impact on women’s economic empowerment (WEE) of rural poor 

women in Sri Lanka. 

 

Further, the researcher has developed several sub-hypotheses with the 

purpose of determining the most significant dimension of WEE influenced by 

Fin Lit. In order to test aforesaid sub hypotheses, the statistical outcomes of 

the model depicted in figure 2 and results are summarized into table 2. 
 

 

Figure 2. Fin Lit and Specific Relationships of WEE 

 

In addition to the direct relationship, researcher needed to test the five 

specific hypotheses based on the five dimensions. As a result of that, study 

would find the most significant dimension of WEE which influenced by Fin 

Lit. According to the figure3, financial well-being is the mostly effected 

dimension of WEE which depicted in dark colour path in PLS output in 

figure 2.  

 

According to the findings, all p values are below 0.05, all the t value are 

above 1.96 and no zero value lies between BCa confidence intervals. 

Therefore, all 05 sub-hypotheses are empirically supported. The results 

further revealed that the most significant dimension of WEE influenced by 

Fin Lit is Financial Well-being (FW) with highest t value among the other 

dimensions. The leadership in the community was recognized as the least 
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influential variable of WEE due to the respective path coefficient has the 

lowest t value.  

 

 

Table 2. Significance of the specific Relationship between Fin Lit and 

WEE’s dimensions 

Path β 

Sample 

Mean 

(M) 

Std. 

Dev. 
T Stat. 

P 

Values 
Bias 2.5% 97.5% Hypotheses 

Fin Lit -> 

EDMP 
0.253 0.260 0.055 4.646 0.000 0.006 0.139 0.353 

H1a:           

Accepted 

Fin Lit -> 

CUIE 
0.245 0.253 0.047 5.230 0.000 0.008 0.15 0.334 

H1b:           

Accepted 

Fin Lit -> 

LC 
0.212 0.223 0.049 4.371 0.000 0.01 0.118 0.296 

H1c:           

Accepted 

Fin Lit -> 

TA 
0.280 0.286 0.048 5.831 0.000 0.005 0.18 0.367 

H1d:           

Accepted 

Fin Lit -> 

FW 
0.537 0.538 0.038 14.007 0.000 0.002 0.456 0.604 

H1e:           

Accepted 

Source: Output Data, 2018 

 

Conclusion 

According to research objective, it is needed to examine the influence made 

by overall financial literacy on women’s economic empowerment and 

influence of financial literacy on each dimension of the economic 

empowerment among rural poor women in Sri Lanka. The two constructs 

were measured as reflective, second-order constructs in the structural model. 

The overall findings imply that financial literacy has a significant positive 

impact on the level of economic empowerment of rural poor women in Sri 

Lanka. While concerning the research findings, H1 is accepted and 

accordingly research objective is achieved.   

 

Further, it is found that financial literacy has a significant positive influence 

on each dimension of women’s economic empowerment in the present 

research context. Therefore, all the sub-hypotheses were accepted. 

Especially, financial well-being identified as the most affected dimension in 

financial literacy. Control over time allocation also identified as more 

significant dimension among others. The findings of this study are confirmed 

by previous literature as well. 
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Present study revealed that there is a significant relationship between 

financial literacy with women’s economic empowerment. According to the 

findings of the research, it is noted that poor women are severely facing 

financial illiteracy problem in Sri Lankan context. However, print literacy 

level and education level of the country is at high level. Therefore, academics 

should investigate the reasons behind this gap between print literacy and 

financial literacy among population groups living in the country. Further, 

findings implied that even though overall financial literacy level is 

comparatively low, financial behaviour is at high level. This strengthens the 

need for academic scholars in this field to further invest as why rural women 

show positive financial behaviour while they have low financial skills and 

lack of financial awareness. Further, path coefficients indicate that financial 

awareness (FA) and financial skills (FS) are not important in increasing the 

degree of the financial inclusion and other 03 dimensions are important. 

However, previous literature noted that all the dimensions of financial 

literacy positively relate to financial inclusion. Therefore, the academia 

should pay attention on why FA and FS are not significant in present research 

context. This can be attributed to some other socio-cultural factors of rural 

communities which are directly or indirectly influencing financial literacy 

levels among individuals.   

 

This study provides valuable implications to the policy makers in Sri Lanka. 

Financial literacy has become a key variable in research. It is related to the 

enhancement of economic empowerment among women in the developing 

world. The present study identified a huge gap in print literacy and financial 

literacy. Therefore, policy makers should closely monitor this issue and take 

possible corrective actions. Especially, they have to focus on developing the 

positive attitudes of rural poor women to the formal financial system. FS and 

FK also should be improved further by using appropriate mechanism. 

 

There are few limitations which offer interesting avenues for further research. 

Present study measured women’s economic empowerment through five 

dimensions only. Therefore, future researchers can consider more dimensions 

on economic empowerment or other aspects such as: social, political 

empowerment of the WEE to provide implication for effective policy 

decisions. Present research study adopted the quantitative research approach. 

There are some limitations to quantify some variables as mentioned as above. 
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Therefore, future studies can be performed while using a qualitative research 

approach, mainly to identify the impact of financial literacy on women’s 

economic empowerment.  

 

Although there are some other variables to determine the WEE, financial 

literacy is considered as an independent variable of the research model. 

Therefore, some other independent variables could be employed to measure 

the WEE in future studies. Further, financial literacy can be measured using 

other dimensions which are not employed in the present study.  

 

The depending variable of this study is the women’s empowerment in the 

rural poor sector only. Further, women-headed households living under the 

poverty line is taken as a unit of analysis. Rather than rural poor women, 

future researches can be focused to the semi-urban and urban sector women 

to measure the impact of financial literature on WEE. Future researchers can 

develop an index to measure the women’s economic empowerment to get the 

real and accurate picture on the WEE while considering the behavioural 

indicators impacting women decision-making in poor countries like Sri 

Lanka. 

 

Keywords: Financial Literacy; Second Order Reflective Constructs; 

Women’s Economic Empowerment 
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Introduction 

Small and Medium-sized Enterprises (SMEs) that engage in industrial 

processing and manufacturing are the most critical for the early stages of 

industrialization. SME sector is the backbone of the economy in high income 

countries. According to the World Trade Organization (WTO), SMEs 

represent over 90 percent of the business population, 60 – 70% of 

employment and 55% of gross domestic product (GDP) in developed 

countries. World Bank considers SMEs as the largest job creators for world 

economies. Because of this importance, world development agendas have 

highlighted the necessity of enhancing enterprises and manufacturing. For 

example, Sustainable Development Goals (SDGs) of the United Nation’s 

Development Programme (UNDP) is “Industries, Innovation and 

Infrastructures1”.Specially, target 9.3 of SDGs is aimed to increase the access 

of small scale industrial and other enterprises in developing countries. 

Moreover, target the 9.2 is aimed to promote inclusive and sustainable 

industrialization and by 2030, significantly raise industry’s share of 

employment and GDP in line with national circumstances. The World Bank 

also has given the due attention on entrepreneurship and innovation. Several 

indexes have been developed to measure the influence of ease of doing 

business and the impact of entrepreneurial ecosystems when determining the 

contribution of SMEs to the economic empowerment. Ease of doing business 

and entrepreneurship ecosystem have become crucial engines of economic 

growth as well. 

 

The World Bank’s Doing Business Report plays an active part when 

determining the business environment reforms by providing quantitative 

 
1Build resilient infrastructure, promote inclusive and sustainable industrialization and foster 

innovation 
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indicators on regulations affecting various areas of a business life. The World 

Bank has designed the Ease of doing business index (DBI)which is based on 

10 sub areas: starting a business, dealing with construction permits, getting 

electricity, registering property, getting credit, protecting minority investors, 

paying taxes, trading across borders, enforcing contracts and resolving 

insolvency. The Global Entrepreneurship Index (GEI) is an annual index that 

measures the health of the entrepreneurship ecosystem in 137 countries in 

term of quality of entrepreneurship, the extent and depth of supporting 

entrepreneurial ecosystems. GEI is developed based on 14 components that 

are important for the health of entrepreneurial ecosystems such as 

opportunity perception, start-up skills, risk acceptance, technology absorption 

etc. This provides a picture of how each country performs both in domestic 

and international context.  

 

There are several researches that examine the relationship between ease of 

doing business and economic empowerment. Some of the existing literature 

finds positive relationship between regulations governing business activity 

and economic growth (Djankov, Simeon, Liesh, & Ramalho, 2006; Haidar, 

2012), Further, ease of doing business has been identified as a determinents 

of Foreign Direct Investment (FDI) in to a country (Jayasuriya, 2011; 

Vogiatzoglou, 2016). Jayasuriya (2011) investigates whether an improvement 

in the ease of Doing Business Rankings is likely to increase FDI in to a 

country. Vogiatzoglou (2016) reveals that an efficient business regulatory 

environment is a significant FDI determinant and is a mostly important 

determining factor of the inflow of FDI. In summary, existing literature 

proves that there is a significant impact of ease of doing business on the 

economic growth. However, in previous studies, influence of 

entrepreneurship ecosystem on economic growth is neglected. Therefore, 

there are no comprehensive studies which observe the overall influence of 

ease of doing business and entrepreneurship ecosystem when determining the 

per capita gross domestic product of middle-income countries. 

 

Research Problem 

Although SMEs plays an important role in the developed economies as 

mentioned in the introduction, SME sector generates only 39% of total GDP 

in the middle-income countries. However, SMEs can play a crucial role in 
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developing nations where there is high unemployment. According to the 

World Bank estimates, 600 million jobs will be needed by 2030 to absorb the 

growing global workforce. Formulating effective policies for enhancing ease 

of doing business and entrepreneurial ecosystems can be partial solution to 

the problem of unemployment and lower economic growth in the middle- 

income countries. Therefore, the research problem of current study is ‘What 

is the influence of ease of doing business and entrepreneurial ecosystems on 

GDP in middle-income countries’.  

 

Objective 

The key objective of this research is to identify the current impact of ease of 

doing business and entrepreneurial ecosystems on Gross Domestic Product in 

the middle-income countries. 

 

Methodology 

This study is designed to examine the current influence of ease of doing 

business and entrepreneurial ecosystems on gross domestic product. The 

World Bank’s DBI and GEI are used to measure the ease of doing business 

and the entrepreneurial ecosystems in selected countries respectively. Labour 

Force (LF) and Terms of Trade (TOT) are other selected control variables. 

The dependent variable is the Gross Domestic Product (GDP).The theoretical 

form of the functional econometric model of this study is given below.  

𝐺𝐷𝑃 = 𝛽0 + 𝛽1𝐿𝐹 + 𝛽2𝑇𝑂𝑇 + 𝛽3𝐺𝐸𝐼 + 𝛽4𝐷𝐵𝐼 + 𝜐                                  (1) 

Where, 𝛽0, …… , 𝛽4 are coefficients of independent variables; 𝜐 is error term. 

 

The model is estimated using cross-sectional data obtained for the year of 

2018 in 56 middle-income countries.  Data were extracted from the World 

Bank and Global Entrepreneurship Development Institute databases. The 

operational methodology adopted is a multiple regression model.  

Results and Discussion 

According to the regression results only LF, and GEI are positively and 

significantly related to the GDP in middle-income countries (Table 1). This 

relationship can be theoretically accepted since literature reveals the positive 

impact of these variables on economic empowerment. Entrepreneurial 
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ecosystems highly influence increasing the current per capita GDP in middle-

income countries. In economical aspect, this influence must be highly 

accepted since entrepreneurial ecosystems provide a platform for SMEs. And 

SMEs have already played a vital role when determining the GDP in high 

income countries. 

 

There is no significant impact of TOT and DBI on GDP in middle income 

countries. This could be because, this study is based on cross sectional data 

but there may be a long run causality form these variables to GDP as well. R 

Square value emphasizes that this empirical model has explained 92% of 

total variance of GDP in middle-income countries. Analysis of variance 

proves the statistical significance of whole model (Table 1). 
 

Table 1. Estimated Regression Coefficients 

Variable 𝛽 Value Std. Error t value sig 

LnLF .892 .039 22.749 .000 

TOT .002 .002 1.320 .193 

GEI .053 .010 5.585 .000 

DBI .002 .008 .291 .772 

R Square .927 Adjusted R Square .921 

ANOVA 

F Value 152.939 sig .000 

 

Conclusion 

This research was set out to examine whether there is a considerable recent 

impact of entrepreneurial ecosystem and ease of doing business on gross 

domestic product in middle-income countries. Findings of the study revealed 

that entrepreneurial ecosystems have become an energetic part when 

determining the GDP in middle-income countries as well. Further, it 

concludes that when the entrepreneurial ecosystems become more effective, 

the GDPP increases. Findings of this study suggest promotion of 

entrepreneurial success within economic development initiatives and to 

improve institutional and regulatory stability by ensuring absence of 

conflicts. Furthermore, building up a skilled labour force is required, in order 

to absorb maximum benefit. It is concluded that establishing effective 

entrepreneurial ecosystems is a sustainable solution to uplift the contribution 
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of SMEs to GDP for middle-income countries like in high income countries 

as well. 

 

Keywords: Ease of Doing Business; Entrepreneurial Ecosystems; Middle-

Income Countries 
 

References 

Djankov, Simeon, Liesh, C. M., & Ramalho, R. (2006). Regulations and 

Growth. Economics Letterss, 92,395-401. 

Haidar, I. J. (2012). The impact of business regulatory reforms on economic 

growth. Journal of Japaneese and International Economies, 26, 285-

307. 

Jayasuriya, D. (2011). Improvements in the World Bank's Ease of Doing 

Business Rankings; Do they translate in to greater foriegn direct 

investment inflows? Development Policy Centre, Discussion Paper 8. 

Vogiatzoglou, K. (2016). Ease of Doing Business and FDI inflows in 

ASEAN. Journal of Southeast Asian Economies, 33(3), 343-63. 

 



276 

 

 

 

 

 

 

 

 

 

 

 

Social Welfare, Poverty Alleviation and Equity 

 

 

 

 

 

 

 

 

 

 



277 

Determinants of Happiness: A Case of Undergraduates of 

Sabaragamuwa University of Sri Lanka 

 

Sayoni, S.P.1, Jagoda, D.J.2, and Rathnayaka, R.M.L3 

1,2,3 Department of Economics and Statistics, Sabaragamuwa University of Sri Lanka. 
1sp.sayoni@gmail.com,   2duleepa@ssl.sab.ac.lk,   3rathna@ssl.sab.ac.lk 

 

Introduction 

There are many explanations of happiness which can be cited here though in 

common, happiness is regarded as the positive emotions we have with regards 

to the pleasurable activities we take part in our daily lives. In scientific 

literature, happiness is mentioned as Hedonia (Ryan & Deci, 2001), the 

occurrence of positive emotions and the absence of negative emotions. 

Aristotle was one of the best philosophers in the world who wrote at length 

about happiness. He declared happiness in himself, and it depends on ethics. 

However, Aristotle's values are more than social values. According to 

Aristotle, many conditions need to be met, such as physically and mentally, 

for a truly happy life. He has presented the joyful theory of his most 

influential works. Even Aristotle's notion of this theory applies even in the 

present. According to him, it is a delight to find all the needs. He says that 

everything we want, good relationships, money, success or power will make 

us happy. This is only a path to happiness and pleasure. 

 

When considering Sri Lanka, after the end of three decades of terrorism-

related instability now it is speedily moving towards national development 

which includes reconciliation, maintaining rules of law and economic 

empowerment. Education is a chief way of achieving this target (University 

Grant Commission, 2013). Such an education system should have dynamic 

quality, be changeable and flexible and yet make to move toward excellence. 

Universities are pivotal in guiding the country towards a knowledge-based 

economic future (University Grant Commission, 2013). In non-compulsory 

higher education schemes, students are considered the “primary customers” 

of a university (Douglas et al., 2008). Hence, a critical need for universities to 

play is classifying elements that drive students’ satisfaction levels with their 

learning environments (Alves & Raposo,2007). 
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Research Problem 

According to the report pertaining to 2018 by the Sustainable Development 

Network for the United Nations (SDSN), Sri Lanka is ranked 116th out of 156 

countries in total. Happiness index of Sri Lanka is 4.471. Sri Lanka is very 

low in terms of happiness according to these conditions. 115 out of a total of 

156 countries are happier than Sri Lanka. According to the data obtained 

from the world happiness Report 2019, Sri Lanka becomes less happy, slips 

14 notches in world happiness to rank 130th. This value is expressed that Sri 

Lankans are not happy in this year as they were in 2018. According to this 

report, Sri Lanka’s index of happiness is recorded as 4.366. Not only that Sri 

Lanka has not been able to cover at least 50% of the happiness index of 

variations between the 0 and 10. According to these facts, the happiness of 

Sri Lanka is at a low level. There are huge number of undergraduates, who 

are studying in state universities of Sri Lanka. Then they may be in a lesser 

degree of happiness in some way either directly or indirectly. This test is 

conducted to identify the level of happiness of Sri Lankan university students 

and what factors are influencing them when Sri Lankan overall is low. 

 

Objectives 

Main objective was to explore the important factors that affect the 

undergraduates' happiness at the Sabaragamuwa University of Sri Lanka. The 

specific objective was to compare the happiness of undergraduates of 

Sabaragamuwa University of Sri Lanka, sorted by gender. 

 

Methodology 

In this study, a structured questionnaire survey under the quantitative 

approach was conducted to assess the association between the happiness of 

undergraduates and its influential factors. Two hundred and fifty (250) 

undergraduates (Krejcie & Morgan, 1970) were asked to response the 

questionnaire and the method of cluster sampling was involved to select the 

sample from the total population. 2 of the questionnaires were not filled 

properly and rest of 248 were taken to further analysis. 

 

The dependent variable of this study is undergraduates' happiness and it 

measured using Binary outcome as “Happy” and “Unhappy”. Therefore, the 

researchers conducted this research using the Binary Logistic Regression 
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Models to achieve the objectives of the study. To overcome the 

multicollinearity, Factor Analysis under the Principal Component Method 

was used. All these operations were done by using SPSS statistical software. 

 

Results and Discussion 

The variables of age, quality of academic staff’s teaching, quality of 

physical resources, quality of degree and Academic Year were selected for 

the final model for overall happiness of undergraduates, after the assumption 

checking. 
 

Table 1. The Model for Overall Happiness of Undergraduates 

Parameter B S.E. Wald D 

F 

P- 

value 

Exp(B) G2 

Quality of Degree 0.661 0.169 15.253 1 0.000 1.937  

 

23.913 Academic Year 

(Second Year) 

-1.048 0.362 8.387 1 0.004 0.350 

Constant 2.213 0.296 55.821 1 0.000 9.147 

Source: Sayoni, Jagoda & Rathnayaka 2019 

 

Table 2. The Model for Happiness of Female and Male 

Undergraduates 

Model Parameter B S.E. Wald DF P-value Exp(B) G2 

H
a
p

p
in

es
s 

o
f 

F
em

a
le

 

U
n

d
er

g
ra

d
u

a
te

s Quality of Degree 0.967 0.285 11.509 1 0.001 2.630 

2
1
.9

5
5
 

Quality of 

Academic Staffs’ 

Teaching Pattern 

 

0.675 

 

0.282 

 

5.742 

 

1 

 

0.017 

 

1.965 

Academic Year 

(Second Year) 

-1.306 0.563 5.381 1 0.020 3.690 

Constant 2.622 0.479 29.910 1 0.000 13.788 

H
a
p

p
in

es
s 

o
f 

M
a
le

 

U
n

d
er

g
ra

d
u

a
te

 

Age 0.712 0.224 10.098 1 0.001 2.037 

1
8

.5
0

2
 

Quality 

of Administrative 

Staff 

 

0.529 

 

0.273 

 

3.768 

 

1 

 

0.049 

 

1.698 

Constant -14.71 5.043 8.507 1 0.004 0.000 

Source: Sayoni, Jagoda & Rathnayaka 2019 

 

Type of Residence, Academic Year, Quality of Degree and Quality of 

Academic Staff’s Teaching Pattern were selected for the final model for 

female undergraduates’ happiness and the variables Age, Academic Year, 
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Quality of Administrative Staff and Type of Love Affair were selected for 

the final model for male undergraduates’ happiness after the assumption 

checking. 

 

Conclusion 

The variables which influenced the female undergraduates’ happiness did 

not influence the male undergraduates’ happiness. The selected influential 

variables differed from each model. However, based on the factors that 

affect female undergraduates’ happiness, we can conclude that they pay 

their greater attention to their academic activities. Because of the quality of 

the degree, quality of academic staff’s teaching pattern and academic year 

were the important factors on their happiness and these factors are highly 

related to the academic field. In terms of the factors that affect total 

undergraduates’ happiness and female undergraduates’ happiness with the 

analysis of data, it is significant that there is a decrease in second year 

undergraduates’ happiness compared to third year undergraduates’ 

happiness. However, in order to enhance their happiness, they should 

manage their education and other activities with good management. Time 

management is also important to improve their happiness. 

 

However, when it comes to the male undergraduates’ happiness, the above 

situation differed. There are no any academic-related factors affected to the 

male undergraduates’ happiness. Their happiness depends on the extra 

works or otherwise common works. Because of the quality of administrative 

staff and age were the identified variables for their happiness. It was further 

noted that the quality of administrative staff had a direct influence on the 

happiness of male undergraduates’ happiness. However, the study showed 

that the majority of students had a negative attitude towards the 

administrative staff. Therefore, the administrative staff should pay more 

attention to their quality and it will have a direct impact on the mental state 

of the university students. 

 

When it comes to the total undergraduates’ happiness of the Sabaragamuwa 

University of Sri Lanka, academic year and quality of degree became 

significant. The model for female undergraduates’ happiness also consisted 

of these factors. But the model for male undergraduates’ happiness did not 

consist of any of these variables. 
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In terms of the factors that affect total students’ happiness and female 

students’ happiness with the analysis of data, it is significant that there is a 

lack in second year students’ happiness compared to third year students’ 

happiness. Discussions with students revealed that the major thing that 

influenced second year students’ happiness compared to third year students’ 

happiness was that they were looking for other activities outside of 

education. However, in order to enhance their happiness, they should 

manage their education with other activities. Time management is also 

important to improve their happiness. 

 

It was further noted that the quality of administrative staff had a direct 

influence on the happiness of male students’ happiness. However, the study 

showed that the majority of students had a negative attitude towards the 

administrative staff. As a result, the administrative staff should pay more 

attention to their quality and it will have a direct impact on the mental state 

of the university students. 

 

Keywords: Binary Logistic Regression; Happiness; Undergraduate; Word 

Happiness Index (WHI) 
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Introduction 

In many developing economies, a majority of the people live in great poverty. 

Lack of access to external finance is one of the reasons for many people in 

developing economies to remain stuck in poverty (The World Bank, 2019). 

Usually, the poor have no access to loans from the formal banking system 

because the poor in general cannot meet the collateral requirement stipulated 

by the bank. However, the poor in both rural and urban areas of these 

economies have succeeded in gaining increased access to loans. An important 

contribution to make this possible is made by the group lending programs 

(Al-Azzam & Sudipta, 2007). Joint liability group lending was original model 

of Grameen Bank and it is one that some micro financing organizations still 

offer (Gine & Kalran, 2008).  During the past few years, group lending 

programs have been introduced in many developing economies. 

Under joint liability group lending, borrowers come together to take out 

individual loans for which they are jointly responsible. In group lending, if 

one member cannot meet his or her payment of the defaulter otherwise all 

borrowers in the group will be responsible. Therefore, group lending 

mechanism creates incentives for individual group members to screen out 

risky borrowers, monitor each other’s actions and enforce payment (Kumar, 

2012) 

The particular micro finance institute is focusing on empowering its 

customers in the micro, small and medium-scale industries, women 

entrepreneurs and group loan. It has two major lending methodologies; group 

and individual lending. Group lending is the main loan product of this Micro 

Finance Institute. Group lending involves lending to a group of borrowers 

who are jointly liable for a loan. However, individual lending often requires 

collateral that the poor borrower can pledge. The value of the collateral and 

the loan size may not be closely related. A common characteristic of group 

lending is that the group obtains a loan under joint liability (Van Eijkel, 
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Hermes & Lensink, 2011). So, each member is made responsible for the 

payment of loan of his or her peers. 

The group lending provides small credits to the poor, that provides loans 

without collateral. The the interest charged is around not much different from 

that of commercial bank, but far-off lower than interest charge by individuals 

by money lenders (Natarajan, 2004).  

Research Problem 

However, the researchers observed that the particular micro finance 

institute’s Non-Preforming Loan (NPL) rate is higher in year 2017 than 2016. 

It is 2.85% and 3.27% in year 2016 and 2017 respectively. Since the NPL rate 

is a crucial factor in deciding the profitability and the performance of an 

institute, it is vital to investigate about the payment behaviour of the 

borrowers in order to identify the reasons behind defaulting a loan. Therefore, 

the researchers aim is to identify the factors influencing the group loan 

payment behavior of borrowers. 

According to the literature and the primary study carried out, the researcher 

was able to identify the factors influencing the group loan payment behavior 

as the education level of the group members, the accessibility or the distance 

from the lender’s office to the borrower, the unity of the group members and 

loan service which refers to the administrative aspects of a loan from the time 

the proceeds are dispersed until the loan is paid off. 

Objectives 

The objectives of the study were; 

▪ To study how educational level affect loan payment behavior  

▪ To study how distance affect loan payment behavior  

▪ To study how unity of the group members affect loan payment 

behavior  

▪ To study how loan services affect loan payment behavior 

Methodology 

For this study, a sample of 100 customers of the micro finance institute were 

selected. The primary data were collected through a questionnaire. The 

questionnaire consists of two sections. The first section investigates group 

members, and demographic characterizes such as age, gender and civil status. 

The second part of the questionnaire was built using 5-pointLikertScale 
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method with the aim to analyze the identified variables by the researchers, 

namely educational level, distance, unity of group members and loan services 

on the group loan payment behavior. 

The identified variables were measured using the questions in the 

questionnaire as educational level (writing and reading, project management, 

knowledge about group loan), distance from the lender office to borrower 

(transportation, can pay any branch, bank officer visit the home), unity of 

group members (Help the leader, attend for meetings, no conflict, positivity 

between group members), loan service provide by bank (easy documentation, 

second loan, time period, provide awareness). The dependent variable ‘loan 

payment behavior of the group’ was measured using the questions on interest 

rate, amount of installment, loan payment and payment conditions. 

Results and Discussion 

The data were analyzed through descriptive statistics (mean, standard 

deviation), Pearson correlation and a multiple regression model in order to 

identify the factors influencing the group loan payment behavior. Referring to 

the demographic profile of the respondents, the researchers found that the 

majority of group loans were taken by females (68%) and the majority of 

group loan customers were in age between 31-40 years (40%), the next 

highest demand was identified from age between 41-50 years (26%). Further, 

the majority of group loan borrowers were married. The researcher has 

developed the initial multiple regression model as; 
 

𝑌 = 𝛽0 + 𝛽1𝑋1 + 𝛽2𝑋2 + 𝛽3𝑋3 + 𝛽4𝑋4 
 

Where Y is the dependent variable (the grouploan payment behavior of 

customers), X1 is the Educational Level, X2 refers Distance or accessibility, 

X3 is the Unity of group members and X4 refers to the Loan Service.  

 

The results of the multiple regression model concluded that their education 

level of the customers and unity of group members have positive coefficients 

with a p. value less than 0.05. Accordingly, it can be concluded that there is a 

significant relationship between the loan payment behaviour of the group and 

their education level. Also, there is a significant relationship between the 

unity of group members and the loan payment behaviour of the group. The 

distance or accessibility and loan service variables found to be insignificant in 

relation to loan payment behavior of the group as these variables’ p values 
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were greater than 0.05. The multiple regression model developed using the 

above results of the multiple regression analysis is as follows. 
 

Y= 0.066+0.263X1 + 0.454 X3        (1)                             

  

Conclusion 

The payment behaviour of borrowers is one element of measuring the 

effectiveness of the loan released by microfinance institutions. Payment 

behaviour of the group loan borrowers is affected by several factors such as 

the educational level of the customers, distance, unity of the group members 

and loan services. These factors are believed to have either positive or 

adverse effect on the loan payment behavior of the group. According to the 

results of the regression analysis, it was found that the educational level and 

unity of group members are having significant impact on the loan payment 

behaviour of the group loan borrowers. 

Keywords: Group Loan; Microfinance; Payment Behaviour 

References 

Abreham, G. (2002). Loan repayment and its determinants in small scale 

enterprises financing in Ethiopia: A case of          private borrowers 

around Zeway area (Master Thesis). Addis Ababa University, 

Ethiopia. 

 

Al-Azzam, M., & Sarangi, S. (2007). Repayment performance in group 

lending: Evidence from Jordan. American University in Dubai, 

School of Business Administration. Working Paper no. SBA 1.  

 

Bassem, B.S. (2008). Determinants of successful group loan repayment: An 

application to Tunisia. Journal of Sustainable Development in Africa, 

10(2), 766-792.  

 

Berger Allen N., and De Young Robert (1995). Problem loans and cost 

efficiency in commercial Banks. Economic and Policy Analysis 

paper. 

 

Charlotte,V., & Lodewijk, B. (2003). Determinants of microfinance group 

performance: An empirical analysis of self-help group in India. 

Journal of Management and Business Studies, 2(6), 328-341. 



286 

 

Christian, A., & Robert, M. (2007). Using repayment data to test across 

models of joint liability lending. The Economic Journal, 117(517).  

 

Conning, J. (2000). Monitoring by the delegates or by peers? Joint liability 

loans under moral hazard. Working Paper, Williams College Center of 

Development Economics. Debit, Credit and Saving Institution. 

(2014). DECSI profile. Mekelle, Tigray. 

 

Kumar K, N. (2012). Dynamic incentives in microfinance group lending: an 

empirical analysis of progressive lending mechanism. SAGE Open,2 

(2),215824401244480 

 

The Word Bank, (2019). Understanding Poverty. 

 

Van Eijkel,R., Hermes, N., & Lensink, R. (2011). “Group lending and the 

role of the group lender”  Small business economics, 36 (3), 299-32. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



287 

The Socio-Economics Consequences of Chronic Kidney 

Disease (CKD) on Rural Poverty: The case of Paddy Farming 

Community in Dry Zone of Sri Lanka 

 

Shasna, S.F.1, Shantha, A.A.2 

12Department of Economics and Statistics, Sabaragamuwa University of Sri Lanka 
1Shasnashams1994@gmail.com ,2Arunaeconomics999@gmail.com  

 

Introduction 

Chronic kidney disease (CKD) is increasingly recognized as a global health 

problem and determinant of poor health outcomes. Often, CKD is diagnosed 

as a result of screening people who are known to be at risk for kidney 

problems, such as those who have high blood pressure or diabetes and those 

who have a relative bloodline with CKD. CKD, which kills thousands of 

people and push into poverty to poor farming community in Sri Lanka, is 

generally seen as a typical problem in dry zone of the North Central 

agricultural region of the island. Reports reveal that there are 5-8% of patients 

with kidney replacement therapy in every year. In Sri Lanka CKD was firstly 

discovered in the early 1990s according to hospital information. In addition, 

outbreaks of unknown etiological CKD among people living in some areas 

are limited to North Central Province (NCP), namely Dehiattakandiya, 

Girandurukotte, Kabithigollawa, Medawachchiya, Medirigiriya, Nikawewa 

and Padaviya.  Particular, it was later discovered that these areas were mainly 

dependent on agricultural work and that was the main source of income for 

these people (Paranagama, 2014). In addition, to make further proof farmers 

in NCP generally belong to low- and undisturbed-income groups or are not 

concerned about environmental benefits. 

  

Research Problem 

According to the results of 2013 Global Burden of Disease Study (GBDS), 

CKD contributed to 956,200 deaths, an increase of 134% from 1990. Studies 

have reported that CKD affects more than 10% of the population in several 

countries and more than 50% of high-risk sub-populations.  Addition is 

estimated to increase kidney disease patients to 70% by 2030 in developing 

countries because of methods of treatment that cannot survive economically 

(Chandrajith, et al., 2011). This disease is very detrimental to developing 

mailto:Shasnashams1994@gmail.com
mailto:Arunaeconomics999@gmail.com
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countries that come from poor communities with low resources 

backgrounds of indigenous and socially disadvantaged people, suffering 

from an increase in the burden of CKD that is not recognized and not 

treated in a real way. Therefore, still the impact of Socio, Economic 

consequences of CKD on paddy farming community is unclear and 

uncovered. For that reason, author reviewed the literature on socio-economic, 

environmental, and occupational impacts in relation to the CKD farmers and 

highlighted list of causes. 

 

Objectives 

To identify the CKD impact on demographic, socio economic profile of the 

paddy farming community in dry zone and to determine the socio, economic, 

environmental and occupational factors effect on rural poverty of CKD paddy 

farming community in dry zone 

 

Methodology 

CKD is very prevalent in NCP and the largest province in Sri Lanka 

considered as Dry Zone. Therefore, the research population is dry zone of 

NCP. The location of the study was identified based on the number of CKD 

patients from paddy farming community. Consequently, Anuradhapura 

district is the sample district, which recorded highest CKD patients. The 

sampling subsection is division of Medawachchiya. Under Subdivision, there 

are four PH areas called Athakada, Poonewa, Rambakulam and 

Medawachchiya. Every PH area we choose three GN divisions, according to 

high prevalence of CKD. Each GS division we randomly select CKD affected 

paddy farmers based on the proportion of CKD patients in order to get 120 

samples. Study based on Quantitative research investigation with the aim to 

understand the Socio-economic impact of CKD on paddy farmers.  

 

The final survey was carried based on primary data using Structural 

Questionnaire and data were collected for it conducting face-to-face 

interviews with respondents. Data were first evaluated with descriptive 

statistics to developing a demographic, socio economic profile and then using 

binary logistic regression to identify the rest objective.  
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Results and Discussion  

Table 1 describes Socio demographic profile of the patients. Here 70% of the 

patients are male and only 30% of the patients are female impacted. The 

detection of kidney disease represents that highest CKD patients (65.8%) are 

aged in between 34-46. Further shows, more than 75% of the patients belong 

to Sinhala religion. The most of the patient who belongs to CKD is married 

(92%), that means influence of the CKD on the family can be predicted. In an 

agricultural society, the primary place gives to husband and they identify as a 

family backbone. When he affected by the disease will affect total family’s 

day- today life and face financial consequences.  

 

Table 1. Socio demographic factors of CKD affected paddy Patients 

Characteristics N=120 Frequency Percent 

% 

Valid 

percent % 

Cumulative 

percent 

Sex    120 100 100 0 

Male  84 70 70 70 

Female 36 30 30 100 

Age   120 100 100 0 

Below 18  7 5.8 5.8 5.8 

18-33 16 13.3 13.3 19.2 

34-49 79 65.8 65.8 85.0 

50-70 18 15 15 100 

Ethnicity   120 100 100 0 

Sinhalese  79 65.8 65.8 65.8 

Sri Lankan Tamil 1 0.8 0.8 66.7 

Moor 39 35.5 35.5 99.2 

Malay 1 0.8 0.8 100 

Marital Status   120 100 100 0 

Single  3 2.5 2.5 2.5 

Married 92 76.7 76.7 79.2 

Divorced 1 0.8 0.8 80.0 

Widowed 24 20.0 20.0 100 

Education   120 100 100 0 

Primary  99 82.5 82.5 82.5 

Some secondary 18 15.0 15.0 97.5 

All secondary 3 2.5 2.5 100 

Source: Field Survey, 2019 

Therefore, it causes to push them into poverty. When identifying the level of 

education majority of the patients (82.5%) only received primary education. 

However, the numbers of those who went to secondary education is only 
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18%. Therefore, the less education always shows the less considerable in 

health and affects the disease. Further influence of disease with education can 

be openly identified. Figure 1, displays the connection between age and 

education. It absolutely was discovered the progress of the cluster of 

individuals aged between 50-70 patients only received primary education 

which shows they are less actuated towards education and conjointly 

acknowledge the absurdity of agriculture. The Figure 2 shows are more than 

65% of the males are under last two stages. According to that, males are in 

more dangerous place compare to female. Therefore, their families directly 

suspected to economic burden situation and that indirectly push them into 

poverty. The Binary Logistic Regression model shows in table 2. The result 

reveals except firewood usage for cooking, all other variables have significant 

positive relationship with adverse CKD stage of farming community. 

 

Here other things remain constant, if patients use fertility, they are 72 times 

more likely to be an adverse CKD stage than patients who do not use fertility. 

Likewise, if farmer having Alcohol consumption, they are 48 times higher 

likelihood to be an adverse CKD stage compare to not having alcohol 

consumption. Furthermore, if paddy farmers use wells to meet their water 

needs, they are 20 times more likely to being adverse CKD stage compared to 

farmers who use other water sources such as born pipes, filter water (etc).   

 

 

 

 

 

 

 

 

Source: Field Survey, 2019          

Figure 1. Education with Age of the patients 
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Source: Field Survey, 2019 

Figure 2. Sex with CKD stages 

 

Regarding expectation loss patients those who are in an adverse CKD stage 

increase the likelihood of losing hope in future by 14 compared to patients 

with CKD who do not in adverse. Further, if patients use other fuel resource 

like gas and electrical items for their cooking activities, they have only 0.124 

higher likelihood to being an adverse CKD stage compare to patients those 

use firewood for cooking. 
 

Table 2.  Fitted logistic regression model 

 

Parameter 

 

Category 

 

β 

 

Sig 

 

Exp(β) 

95% CI for Exp (β) Reference 

category 

Lower Upper  

Fertility usage Yes 4.282 0.001 72.388 5.572 940.437 No 

Alcohol 

consumption 

Yes 3.868 0.001 47.859 5.108 448.431 No 

Drinking water 

source 

Well 2.999 0.014 20.072 1.844 218.540 Other 

Future 

expectation 

losses 

Yes 2.615 0.022 13.667 1.467 127.295 No 

Firewood usage 

for cooking  

Other -2.088 0.033 0.124 0.018 0.847 Fire 

Constant  -7.344 0.001 0.001    

Source: Field Survey, 2019 
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Finally, when all other components become zero, there is 0.001 times 

likelihood to become adverse CKD stage. There are several researches 

postulates these conditions. Therefore, socio, economic, environmental and 

occupational factors highly correlated with CKD and it would cause to their 

poverty level in different ways.  

 

Conclusion 

CKD problem has multi-dimensional factors. Socio-economic and 

environmental factors are being there. These factors directly related with their 

poverty level in different ways such disease not only affects the individual, 

but also aggravates whole of society, mostly seen in dry zones, most of the 

patients affected by CKD are rural residents, and patients include men and 

women in their primary adult working years. Therefore, impact assessment 

studies clearly show that the socio economic and environmental 

consequences of CKD on everyday life of people who are affected, are 

rapidly being marginalized and it cause to poverty level. Finally, the study 

recommends policy makers to develop approaches to provide support for 

reduce the CKD issue in rural dry zone. Government agencies, private 

sectors, NGOs provide proper solution for reduce this issue and make sure 

sustainable economic conditions of farming community.  

 

Keywords: Chronic Kidney Disease; Dry Zone; North Central Province; 

Paddy Farmers; Poverty Level 
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Introduction 

Modern businesses operate in the knowledge era where ceaseless efforts are 

required to capture opportunities in the environment. Data produced in 

massive volumes drives the competitive advantages of the companies as they 

offer the base for organizational learning and knowledge harvesting.  Big data 

refers to the large volume of data that cannot be managed through traditional 

database management systems. They have proven to deliver significant 

opportunities for enterprises to impact a wide range of business processes 

(Izhar et al., 2013). In recent years, the ability of big data, information and 

knowledge to gain competitive advantage has been well established. Network 

economy erects on data, information and knowledge from various internal 

and external sources. Organizations are seeking the ways and means of 

optimally managing them so as to secure the market ownerships. Knowing 

what the big data is and their business value have become a dominant 

managerial competency of any capacity. Present study invested magnitude of 

big data awareness among the management undergraduates in Sri Lanka.     

 

Research Problem 

Big data is not a single technology but a combination of old and new 

technologies that helps companies gain actionable insight. Big data is datasets 

whose size is beyond the ability of typical database software tools to capture, 

store, manage, and analyze (McKinsey, 2011). It is the capability to manage a 

huge volume of disparate data, at the right speed, and within the right time 

frame to allow real-time analysis and reaction (Judith, 2013). This concept 

may be looked at as the formation of datasets that continuously expand so 

much that it becomes challenging to manage using existing database 

management concepts and tools (Singh & Singh, 2012).  Kaisler et al. (2013) 

describe the concept of big data as the amount of data just beyond 

technology’s ability to process, manage and store efficiently. 

mailto:tennakoon@wyb.ac.lk
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Notwithstanding the data volumes, big data can help an organization to gain 

insights and make better decisions (Goss & Veeramuthu, 2013). These 

enormous volumes of digital data, combined with advances in data analysis, 

have attracted much interest from industry and research under the label of big 

data (Lohr, 2012). Big data is not a technology itself. It refers to collections 

of data so large, varied and dynamic that they cannot be handled by 

conventional data processing technology. Processing big data is complex, due 

to its great variety, high velocity and extremely large volume (Kankanhalli et 

al. 2016). Yet, with advanced technologies, this type of data can be combined 

and analyzed, revealing information that was virtually undiscoverable. 

Moreover, thanks to developments in computational, storage and analytical 

technologies, tools for handling and using these data are becoming ever more 

accessible (Bryant et al., 2008; Hota et al., 2015). 

 

Historically, organizations have stored and explored internal information in 

order to better understand their business processes and to improve their 

decision-making at operational and tactical levels (Negash & Grey, 2008). 

Recently, organizations have started to analyze the external information that 

comes from diverse sources; e.g. from competitors, industries, government, 

administration, and community (Baaras & Kemper, 2008: Olszak, 2014). In 

this respect, the study of big data is highly important. Given the importance 

of managing the big data for organizational succession, big data awareness is 

a critical success factor of any organizational movement. Organizations are 

seeking human capital with greater technological literacy. Upon the 

graduation, Management undergraduates will become the fresh blood of 

organizational leaderships. They should essentially competent in managing 

big data for operational and strategic purposes of the organization (Keller, 

2017).  Moreover, companies will be beneficial from informed interns/job 

candidates with their flexibility to adopt new technologies. But there is a 

short of empirical evidences on the magnitude of big data awareness among 

management undergraduates especially in Sri Lankan context. Knowing the 

boundaries of big data awareness would enable higher education institutions 

in redesigning their curriculum so as to address the future HR demand for 

competent HR professionals.  
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Objectives 

The study primarily aimed at detecting the major contributor/s of the big data 

awareness among the management undergraduates of Sri Lanka. Moreover, 

big data awareness in this study proposed to be having three dimensions 

namely, Experience level of big data (Andreou et al., 2007; Kwon et al., 

2014; Assuncao et al., 2015), Usefulness level of big data (Davenport & 

Dyche, 2013; Kwon et al., 2014; Erickson & Rothberg, 2014) and 

Effectiveness level of big data (Manyika et al., 2011; Grossman & Siegel, 

2014; Galbraith, 2014; Esposito et al., 2015).  Thus, assessing the degree of 

each three dimensions of big data awareness is considered the specific 

objectives of the study.  

 

Methodology 

A quantitative approach of the proposed research design was followed. 

Research method was a descriptive survey that adopts a self-administered 

questionnaire. Cross sectional primary data was gathered from respondents 

using an instrument of 24 items (Izhar & Shoid, 2016) of which 4 items 

devoted for demographic data. A five point Likert scale measured the 

responses. Instrument satisfied the internal consistency requirement (Cron 

batch alpha > 0.7) for all the study variables. Sample was selected randomly 

from level four management undergraduates in a leading state university of 

Sri Lanka. 390 questionnaires were distributed wherein 286 were returned 

(response rate = 73 %). Pearson correlation and multiple regression analyses 

performed the data analysis with the aid of SPSS software package. 

 

Results and Discussion 

Demographics data showed that the majority of the respondents were female 

(76%), nearly 65% of respondents are having 01-02 years of work experience 

as interns in the areas of Human Resource Management (HRM, ICT and 

Financial Management. Descriptive statistics evidenced an average level of 

overall understanding (Mean_Awarness = 3.1239) about the concept of big 

data. Additionally, experience level, useful level and effective level 

awareness too are in average level (Table 1). These results looked as if across 

the sample due to lower standard deviation values. 
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Table 1. Descriptive Statistics 

 N Mean Std. 

Deviation 

Skewness Kurtosis 

Statistic Statistic Statistic Statistic Std. 

Error 

Statistic Std. 

Error 

Expericne_L 286 3.1926 1.01744 -.536 .279 -.501 .552 

Usefulness_L 286 3.2252 1.03678 -.550 .279 -.297 .552 

Effective_L 286 3.2697 .98094 -.722 .279 -.025 .552 

Awareness_L 286 3.1239 1.10548 -.368 .279 -.822 .552 

 

Results of correlation analysis depicted strong positive yet significant 

associations between intendent variables and dependent variable. They are 

Experience level (r = 0.865, p = 0.000), Usefulness level (r = 0.873, p = 

0.000) and effectiveness level (r = 0.878, p = 0.000) (Table 2).     

  

Table 2 exhibits the outcome of multiple regression analysis. It explains the 

magnitude of Experience level, Usefulness level and Effectiveness level in 

predicting the big data awareness of respondents. 

 

Table 2. Results of Multiple Regression Analysis 

Model R R2 B Sig. Durbin-

Watson 

Collinearity 

Statistics 

      Tolerance VIF 

1 .878a .770  .000* -   

Constant   
-

.110 
.003*    

Effective_L .878  .989 .000*  1.000 1.000 

2 .904b .818  .000* 1.795   

Constant   
-

.208 
.003*  .236 4.246 

Effective_L .878  .546 .000*  .236 4.246 

Useful_L .873  .480 .000*    

a. Predictors: (Constant), EFF_L 

b. Predictors: (Constant), EFF_L, USEF_L 

c. Dependent Variable: AWARE 

* coefficient is significant at .001 significance level 

 

Model 2 in which the Effectiveness level and Usefulness level have identified 

as significant predictors of big data awareness was selected as the best fitted 
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model. It is capable of predicting 81.8 % of variation in the big data 

awareness. This is significant at 95% confidence level (p = 0.000). It satisfies 

all the assumptions of the multiple regression analysis including normality, 

auto correlation, multi-collinearity and heteroscedasticity (table 1 and table 

2). Out of the hypothesized three predictors only two predictors were reported 

as significant. The experience level of big data awareness is not predicting the 

general awareness of big data. Hence, the regression formulae can be derived 

as; 

Y = a + b1X1 + b2X2 + e      (1) 

Y = -.208 + .546X1 + .480X2 + e     (2) 

 

Where; 

Y = Awareness Level of big data 

X1 = Effectiveness level of big data 

X2 = Usefulness level of data.  

 

Thus,  

Awareness of big data = -.208 + .546 Effectiveness level of big data + .480 

Usefulness level of big data + e      (3) 

 

Conclusion       

Study aimed at assessing the big data awareness of management 

undergraduates of Sri Lanka. Findings proved that the awareness on 

usefulness and effectiveness of big data can significantly predict the level of 

big data awareness in general. An average level of big data awareness exists 

at present. Effective human capital is one of the ultimate expectations of any 

business organization. Having awareness on big data will ensure effective 

utilization of them at work in future. Theoretical implications posit the 

existence of big data awareness and the power of each three dimension of big 

data awareness in predicting the same. Practical implications call for 

incorporating the big data knowledge in to the curriculum to enhance the 

undergraduates’ awareness of it. The future researches would investigate 

causal effect of big data awareness and managerial and organizational 

performance.   

 

Keywords: Awareness; Big data; Sri Lanka; Undergraduates 
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Introduction 

Although technology aided instruction can contribute to the improvement of 

English as a Second Language (ESL) students’ proficiency (Lizzio et al, 

2002), the traditional face-to-face teaching is still reported to be able to 

outperform online teaching because it attracts and creates interest in students 

(Garson, 1998). However, according to Driscoll (2002) blended learning 

mode, a mode of delivery that combines online digital media with traditional 

classroom method can be successfully applied in adult’s learning in many 

disciplines. 

 

A recent study has been conducted to see the effectiveness of using the 

blended mode instead of the traditional face to face mode in teaching Science, 

Technology, Engineering and Mathematics education with pre-university 

science students in Canada (Bazelais et al, 2018) reveals that the students in 

the blended group perform significantly better than their counterparts. This 

study investigates whether using blended mode produces similarly results in 

teaching English speaking skills of the business professionals in Si Lanka. 

 

Research Problem 

Learning Business English has become crucial for working adults in Sri 

Lanka, but they find it challenging to improve their English-speaking skills. 

This study investigated how effective it would be if blended mode was 

introduced instead of fully online or face-to-face mode.  

 

Objective 

The main objective of this study was to explore which mode of delivery, 

face-to-face, online or blended, supports most in developing English speaking 

skills of the business professionals who follow Business English Diploma 

course in the University of Colombo. 

mailto:ruwini@delt.cmb.ac.lk
https://www.researchgate.net/profile/Paul_Bazelais?_sg=4O2O3pCa_9Vd2rF5H_r_PfA4sRJAQaVkYHi4TDFWcSP2drCY0KvYpFfM7WXQDdXPi7CGM7s.SKoeQyJLV7oobnP0ztDyZsfgB4wH6RscdzmfT3K7Q5D1L9e-JDiLEpioSQB3CkTOG2kx6gApnS6iTT_1dNRftg
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Methodology 

The setting of this study was made at the Department of English Language 

Teaching (DELT) at the faculty of Arts in the University of Colombo (UOC). 

The sample consisted of 48 students, both male and female, (age: 21 to 54 

years) who were randomly selected from the students following the online 

Diploma in Business English course in 2019 at the DELT. Having obtained 

the written consent to participate at this study, the participants were randomly 

assigned into three groups (n=16 for each group) and instructed to complete 

four course modules related to English Speaking skill enhancement. (Refer 

Table 1). 

 

Table 1. Strategies Used to Improve Speaking Skills of the Three Groups 

Study 

Group 

Strategy utilized in improving speaking skills 

Course Content Practicing materials Assessment criteria 

Online Four modules with 20 

exercises on picture 

description, dialogue 

completion, role plays, 

and quizzes were 

uploaded to the LMS in 

animation format. 

Instructions were given 

online on how to 

practice speaking online. 

No face to face 

instructions were given. 

Access for all materials 

on the LMS was granted 

for all participants. 

Participants could 

interact on an online 

platform, chat with the 

tutor and peers, 

interview each other, 

upload their answers, 

comment on others’ 

picture descriptions and 

carry on dialogues with 

peers while receiving 

their feedback online. 

Participants practiced 

speaking skills fully 

online. 

Three tutors assessed 

for each participant’s 

speaking skills using 

an Oral Proficiency 

Rubric and the average 

score was recorded as 

the pre and post test 

marks. Pre and posttest 

carried 60 questions 

on picture description, 

dialogue completion, 

role plays and quizzes. 

Tests were conducted 

in the regular 

classroom. 

Blended Three modules with 12 

exercises on picture 

description, dialogue 

completion, role plays, 

and quizzes and one 

lecture note on effective 

communication skills 

were uploaded to the 

Participants could 

interact on an online 

platform, interview 

each other, chat with 

the tutor and peers, 

comment on others’ 

picture descriptions and 

carry on dialogues with 

Three tutors assessed 

for each participant’s 

speaking skills using 

an Oral Proficiency 

Rubric and the average 

score was recorded as 

the pre and posttest 

marks. Pre and posttest 
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LMS in animation 

format. Four face-to-

face sessions were 

conducted, each for 

four-hour duration to 

practice one module that 

had three exercises of 

each category. LMS 

access was given to 

follow 70 percent of the 

course materials 

uploaded. Their access 

was blocked once they 

have completed 70% of 

the course content. 

peers while receiving 

their feedback online. 

Participants could also 

attend four classroom 

sessions to practise 

speaking in a physical 

classroom with the 

peers and the tutor 

within the three months 

period. 

carried 60 questions 

on picture description, 

dialogue completion, 

role plays and quizzes. 

Tests were conducted 

in the regular 

classroom. 

Face-to-

face 

Four modules with 20 

exercises on picture 

descriptions, dialogue 

completions, role play 

exercises, and quizzes 

and one lecture note on 

effective communication 

skills were distributed in 

printed form in the 

traditional classroom to 

practice with peers while 

receiving feedback from 

the Tutor. 12 regular, 

four-hour classroom 

sessions were conducted 

during the three-month 

period. 

Participants were not 

given access to the 

LMS. They practised 

speaking with the tutor 

and peers, interviewed 

each other, commented 

on others’ picture 

descriptions and carried 

on dialogues with peers 

while receiving their 

feedback in the 

traditional classroom 

within the three months 

period. 

Three tutors assessed 

for each participant’s 

speaking skills using 

an Oral Proficiency 

Rubric and the average 

score was recorded as 

the pre and posttest 

marks. Pre and posttest 

carried 60 questions 

on picture description, 

dialogue completion, 

role plays and quizzes. 

Tests were conducted 

in the regular 

classroom. 

 

Table 2 shows the Oral Proficiency Rubric used for pre and post speaking 

skill assessments of the participants. 
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Table 2. The Oral Proficiency Rubric 

Fluency   

5. The speaker speaks confidently and naturally with no distracting 

hesitations. Ideas flow smoothly. 

3. The speaker hesitates several times, but generally seems to know the 

desired words, even if it is necessary to think about them a bit. 

1. The speaker has many hesitations and great difficulty remembering or 

selecting words. 

  

Pronunciation   

5. Pronunciation is accurate, with correct inflections, numbers of syllables 

and other correct nuances of pronunciation. 

3. Pronunciation is satisfactory; however, words sometimes have incorrect 

inflections or are otherwise sometimes hard to understand. 

1. Pronunciation is very hard or impossible to understand by a native 

speaker. 

  

Grammar   

5. The speaker speaks with no more incorrect grammar than a native 

speaker would. 

3. The speaker occasionally uses inappropriate verb tenses and/or 

incorrectly uses parts of speech. However, the speaker has the ability to 

correct grammar without prompts. 

1. The speaker makes frequent use of inappropriate verb tenses and/or 

incorrectly constructs sentences or uses parts of speech. 

  

Vocabulary   

5. Vocabulary is sufficient to be understood in most settings and words are 

used with their correct meaning. 

3. Vocabulary is moderate, although the speaker sometimes needs help 

identifying the correct words. There are only occasional problems with 

correct meanings of words. 

1. Vocabulary is very limited and/or incorrect words are often used. 

  

Content   

5. The speaker is knowledgeable about the subject and provides a 

significant level of detail, given the time available. 

3. The speaker is aware of the subject and attempts to provide relevant 

ideas about it. Provides some details. 

1. Speaker seems to have little or no understanding of the subject. 

Statements are superficial or not relevant. 

  

Total   

Source: Wu, W-C. V., Marek, M.W. & Huang, H.W. (2012). Using Skype 

and Facebook as social media to enhance learner communicative competency 
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and cultural awareness in an EFL advanced conversation class. In J. Colpaert, 

A. Aerts, W, C. V Wu, & Y.C.J. Chao (Eds.), Proceedings of the 2012 CALL 

Conference (pp. 681-684). Antwerp: CALL (Taichung, Taiwan). 

 

The online and blended learning courses were delivered using a Moodle 

based Learning Management System (LMS) created for this study purpose. It 

was accessible via the url http://lms.tech.cmb.ac.lk/course/index.php?categoryid 

=8 for three months period.  

 

After the pre-test, One Way ANOVA on SPSS version 22.0 was carried out 

to test if there were differences among group scores at the base level. The 

results showed that there were no significant differences. Average pre and 

post test scores were entered into the SPSS work sheet at the end of the post-

test. The data were analyzed using paired sample t test in the SPSS Version 

22.0. 

 

Results and Discussion 

Paired t Test was utilized to compare the pre-test scores of the blended group 

(BLpre) with the post test scores of the same group (BLpost), the pre-test 

scores of the online group (OLpre) with the post-test scores of the same group 

(OLpost) and the pre-test scores of the face to face group (F2Fpre) with the 

post-test scores of the same (F2Fpost). 

 

The study results showed that there was a significant difference between the 

mean scores of the pre and post tests conducted for each group of participants 

(Blended mode= 8.118, Online mode=7.588, face-to-face mode=5.471). 

However, the improvement of the participants who practiced speaking 

through the mode of blended learning was the highest (Mean = 8.118) 

compared to their counterparts. 

 

Focus group interviews were conducted to assess the views and attitudes of 

the participants of the BL group about their learning experience in the 

blended mode. Five open-ended questions were asked from all the 

participants in the blended mode group. Almost all (n=16) held the view that 

practicing English speaking on an online platform using Web 2.0 technology 

was useful for them to improve their communication skills and at the same 
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time being exposed to face-to-face classes gave them the opportunity to share 

their ideas with their peers so they were highly satisfied about the blended 

mode of delivery rather than limiting their practicing to fully online or fully 

face-to-face modes. 

 

Table 2. Paired Samples t Test results comparing speaking skill 

improvement of blended, online and face-to-face groups 

 Paired Differences t df Sig.  

(2-

tailed) 
Mean Std. 

Deviat

ion 

Std. 

Error 

Mean 

95% Confidence 

Interval of the 

Difference 

Lower Upper 

Pair 1 
BLpre - 

BLpost 
-8.118 4.241 1.029 -10.298 -5.937 -7.892 16 .000 

Pair 2 
OLpre - 

OLpost 
-7.588 5.580 1.353 -10.457 -4.719 -5.607 16 .000 

Pair 3 
F2Fpre - 

F2Fpost 
-5.471 3.907 .948 -7.479 -3.462 -5.773 16 .000 

Significance level p < .005 

 

Conclusion 

The findings of the study show that the blended mode can be successfully 

used to support business professionals to improve their English-speaking 

skills which support Vygotsky’s (1978) Social Cultural theory that sees 

learning as a complex phenomenon that is best achieved in a collaborative 

environment. The results of this study will be of use to the authorities of 

Higher Educational Institutes including Universities that expect to commence 

or continue Business English courses with blended mode of delivery. In 

addition, through the findings of this study, the future adult students who 

wish to upgrade their English-speaking skills by following an English course 

in blended mode would be highly benefitted. The same study can be 

replicated in a different setting at a different time or for different subjects in 

order to compare the outcome of different pedagogies. Raw data were 

generated at the University of Colombo in Sri Lanka. Derived data supporting 

the findings of this study are available from the corresponding author on 

request. 
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Introduction 

Online banking, SMS banking, tele-banking and mobile banking are the 

evolution of the banking system and the mobile banking has become the 

latest trend in banking sector. Mobile banking provides service to its 

customers to conduct financial transactions and services remotely using a 

mobile device such as a smart phone or tablet. It is not like internet banking, 

it uses software which is called as an app, provided by the bank for the 

purpose of conduct financial transaction. Previous studies have identified that 

easy for access to the service ignoring of time and place, privacy, 

convenience and savings in time and effort are contributing to the adoption of 

mobile banking (Laukkanen, 2007). The latest form of mobile banking, which 

is through Mobile Apps has gained vast popularity across the world due to 

enhanced usage of smart-phones and tablets. 

 

Accelerating its digitalization drive to realize its vision to become the Most 

Digitalized Bank by 2020, People’s Bank recently launched People’s Wave, a 

technically advanced and feature-rich mobile banking app. People’s Wave 

was well received by the customers across the country recording over 

100,000 downloads upon the launch of the app (Daily Mirror Sri Lanka, 

2018). Most of the banks try to improve their brand image and the brand 

equity while giving a higher level of service and introducing new 

technologies that make easy customer services. These new banking trends are 

more helpful to the bank to reduce the cost and to face the challenge 

successfully. 

 

Research Problem 

The technological advancement has accelerated the competition among the 

banks by digitalizing the banking services. The challenge now for Sri Lankan 

banks is to develop and execute a mobile banking strategy that creates value 
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for customers and encourages them to switch to the mobile channel from the 

high cost channels such as branch, so that it would make a difference to the 

cost/income ratio of the banks. To achieve this, it is essential for banks to 

exploit the unique capabilities of the mobile platform to offer new value 

propositions to customers. Financial institutions can save considerable 

operating and marketing costs by encouraging their clients to use Mobile 

banking apps. Today many of the banks are offering mobile banking apps, 

but their usage is at a primary level. Among the several competitors, the 

People’s Bank is at leading position in terms of the usage of the app. They 

have accelerated its digitalization drive to realize its vision to become the 

Most Digitalized Bank by 2020 (E.g.- FriMi Digital Bank). Even Sampath 

bank which is a private bank was introduced prior their e-banking app as 

Vishwa, People’s bank which is a government bank has come up to leading 

position by introducing people’s bank wave app with the less risk associated 

with the banking services. To face that competition successfully people’s 

bank also came across with drastic innovations. As a result of that they 

introduced people’s bank wave app in 2018 (Daily Mirror Sri Lanka, 2018). 

From March 2018 to August 2019 period there are 100,000 downloads can be 

seen in records of play store. This data clearly showed that there is a higher 

tendency to use wave app.  

 

Many studies have done on mobile banking adoption, mobile apps, online 

banking, and technology based self-service. Mobile banking adoption of the 

youth market perceptions and intentions (Ulun Akturan, 2011), Role of 

mobile banking service scape on customer attitude and engagement, 

Integrating attitudinal theories to understand and predict use of technology –

based self-service the internet as an illustration (Bobbitt & Dabholkar, 2001),  

Expanding financial services frontier and mobile banking in Sri Lanka 

(Dandeniya, 2014).  But there is a lack of studies done on brand equity and 

the app usage. Therefore, the present study is done with the objective to 

examine the impact of drivers on brand equity of mobile banking services 

with special reference to People’s Bank Wave App. 

 

Objective 

To assess the impact of drivers on brand equity of mobile banking services 

with special reference to People’s Bank Wave App. 
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Methodology 

The quantitative approach was used in this study. The conceptual framework 

was developed to investigate the impact of drivers of brand equity towards 

use of wave app of people’s bank. All the customers who used and currently 

using peoples bank mobile wave app are the target population (102,174) in 

this research study (Peoplesbank, 2019). The sample size was decided as 382 

(Morgan and Krecijie, 1970) and the questionnaires were distributed through 

convenience sampling method. Questionnaires were administered by 

distributing soft copies by using online Google Docs. The responses were 

ranked with five point Likert scale from 1 to 5. The major representation of 

the demographic profile of respondents is shown in the Table 1.  

 

Table 1. Summarization of Demographic Profile of the Respondents 

Factor Categories Majority represented Frequency Percentage 

Gender Male / Female  Male 209 54.7% 

Age  
18- 30 / 31- 40 / 41-50 /51- 

60 / Above 60 
18 - 30 312 81.7% 

Level of 

education 

O/L , A/L/ Undergraduate/ 

Diploma/ Graduate or above 
Undergraduate/Diploma 273 71.5% 

Monthly 

Income 

0- 25000 / 25000- 50000  

/50000- 75000 / 75000- 

100000 / Above 100000 

0- 25000 242 63.4% 

Current 

living 

area 

Western / Central / Northern 

/ North Central / Eastern / 

Uva / Southern / North 

Western / Sabaragamuwa 

Western   128 33.5% 

 

Variables were tested by using a regression model by SPSS to assess the 

impact of drivers on brand equity of mobile banking services of People’s 

Bank Wave App. 

 

Results and Discussion 

A Multiple regression model was developed, in order to investigate the 

impact of independent variables on the dependent variable.  
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Table 2. Multiple regression analysis  

Coefficients 

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

B Std. Error Beta 

1 

(Constant) .675 .120  5.632 .000 

PU_AVG .055 .049 .057 1.112 .002 

PEU_AVG .129 .052 .135 2.459 .014 

PT_AVG .305 .060 .324 5.110 .000 

PR_AVG .186 .058 .191 3.194 . 267 

PSI_AVG .189 .030 .242 6.352 .000 

a. Dependent Variable: BE_AVG 

Brand Equity (Y) = a+ βPU + βPEU + βPT+βPR + βPSI +e  

                              = 0.675+0.55PU+0.129PEU+0.305PT+0.186PR+0.189PSI      

H1 - Perceived usefulness of has positive impact on brand equity of People’s 

Bank Wave App 

According to the Coefficient table sig value is 0.002 which is lower than 

0.05. It is concluded that there is a positive impact of Perceived usefulness on 

Brand Equity. Therefore, in this analysis it can be accepted the alternative 

hypothesis of there is a positive impact of Perceived usefulness of People’s 

bank wave app on brand equity of People’s bank with 95% level of 

confidence. 

 

H2 - Perceived ease of use has positive impact on brand equity of People’s 

Bank Wave App 

            According to the Coefficient table, sig value is 0.014 which is lower than 

0.05. It is concluded that there is a positive impact of Perceived ease of use 

on Brand Equity. Therefore, the study accepts the alternative hypothesis of 

there is a positive impact of Perceived ease of use of People’s Bank Wave 

App on brand equity of People’s bank, with 95% level of confidence 

 

H3 - Perceived trust has positive impact on brand equity of People’s Bank 

Wave App 

According to the coefficient table, sig value is 0.000 which is lower than 

0.05. Therefore, it is concluded that there is a positive impact of perceived 

trust on brand equity. Therefore, in this analysis can accept the alternative 
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hypothesis of there is a positive impact of perceived trust of People’s Bank 

Wave App on brand equity of People’s Bank, with 95% level of confidence. 

 

H4 - Perceived Risk has negative impact on brand equity of People’s Bank 

Wave App 

The researcher has created a positive manner to measure perceived risk. 

According to the coefficient table, sig. value is 0.267 which is greater than 

0.05. It is concluded that there is a negative impact of perceived risk on brand 

equity of mobile banking services of People’s bank. Therefore, in this 

analysis can accept the null hypothesis of there is a no negative impact of 

perceived risk of People’s Bank Wave App on brand equity of People’s bank, 

with 95% level of confidence. 
 

H5 - Perceived social influence has positive impact on brand equity of People’s bank 

wave app 

According to the Coefficient table, sig value is 0.000 which is lower than to 

0.05. It is concluded that there is a positive impact of Perceived Social 

influence (Image) on brand Equity of People’s bank wave app. Therefore, in 

this analysis can accept the alternative hypothesis of there is a positive impact 

of perceived social influence of People’s Bank Wave App on brand equity of 

People’s Bank, with 95% level of confidence.  
 

Conclusion 

The study tested the impact of five drivers of brand equity on the use of 

People’s Bank Wave App. Accordingly four drivers were found as perceived 

usefulness, perceived ease of use, perceived trust and perceived image 

positive impact on the use of wave app whereas the perceived risk had a 

negative impact on use of wave app. The study concluded that there is an 

impact of drivers on brand equity of mobile bank services. The People’s bank 

should increase their perceived ease of use practices by; minimize the 

required mental effort, establish clear and understandable procedures, provide 

guidelines to learn how to perform the transactions, provide ease of bank-

related tasks. People’s bank should pay their attention for the improvement of 

perceived usefulness and perceived social influence (image). The 

management should maintain the current level of perceived trust practices & 

should try to enhance them.  
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Introduction 

Technological advancements have immensely transformed all the businesses 

in particular the banking sector. Hence, banks are heavily investing on ICT to 

be in par with the competitors in the industry. Internet banking facility is one 

of such ICT-enable banking facilities which have immerged in the recent 

past. It enables banks in delivering almost all the banking services via the 

internet. This founds to be swelling the customer satisfaction as it offers 

flexibility and convenience over branch banking. Internet banking is one of 

the easiest and profitable way of increasing operational income of banks, with 

enhanced customer satisfaction and the quality of the service. 

 

Internet banking is an aged concept for many banks. Despite the mutual 

benefits of it for both parties (i.e. bankers and customers) the actual usage of 

internet banking is relatively low (Galagedara, et al., 2014). Consequently, 

out of the total number of registered online users, only a small share of them 

is actually using the internet banking facility for their daily banking needs. 

Many banks do have customized their internet banking facilities to a greater 

extent. Moreover, they offer these services via different digital platforms such 

as internet and mobile devices. As the historical and future trends towards the 

internet banking is considered lower level of actual usage is a greater 

challenge faced by the bankers. Provided the massive investment in internet 

banking facilities lower actual usage of it is a foremost issue faced by bankers 

in realizing the returns of such investments. Based on the Theory of Reasoned 

Action (TRA – Fishbein &Ajzen, 1975) this study intended to find the impact 

of behavioral intention and personal factors on actual behavior of internet 

bank usage.  
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Research Problem 

A sample of data demonstrates the lower actual usage of internet banking 

relative to registers online customers. Comparison of registered online 

customers and active online customers of XYZ Plc. (A leading commercial 

bank in Sri Lanka) is exhibited by figure 1. As per figure 1, the active users 

represent only a very lesser percentage of total registers customers of online 

banking facility.    

 

TRA is immensely adopted for technology adoption studies. It is posited that 

individuals’ technology/innovation adaptation is influenced by their attitude 

towards the behaviour and their subjective norms (Fishbein & Ajzen, 1975; 

Sadeghi & Farokhian, 2011). The attitudes are generally formed based on 

person’s beliefs and are exceptionally subjective. Subjective norms too are 

individual perceptions about how other people account own behaviour. Due 

to the subjective nature of both influencers, it is more likely that the personal 

factors may affect the behavioural intention at first and later the actual 

behaviour. Gender, age, marital status, level of education and type of 

occupation (Santouridis & Kyritsi, 2014; Ramavhona, & Mokwena, 2016) as 

the personal attributes affect much in shaping individual attitudes and norms. 

Accordingly, this study inquired how behavioural intention and personal 

factors affect the actual behavior of internet bank customers.  

Source: Internal records of XYZ Bank Pls.  

Figure 1. Active usage of Internet Banking – XYZ Bank plc 
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Objectives 

The study is directed in assessing the impact of behavioral intention and 

personal factors on actual behavior of internet banking. Specifically, to 

weighting the control of attitude, subjective norms, gender, age, marital 

status, occupation and education over the dependent variable.  

   

Methodology 

A quantitative approach to the research design was adopted. Behavioural 

intention was the independent variable in which the attitude and subjective 

norms were the dimensions. The actual behavior, the dependent variable was 

operationalized through duration, frequency and the volume of online 

transactions. Personal factors (occupation, education and age) were tested for 

their moderating effect on to the said relationship. A filed survey of registered 

internet bank users (N = 275) was carried out based on three branches of a 

private commercial bank of Sri Lanka. 15% of actual internet usage on top of 

the registered internet users justifies the sample selection criteria. The sample 

was composed of 54% males & 46% females, 48% married and 52% 

unmarried respondents, majority (53%) between 18 – 30 years and having 

advanced level education qualification (45%). The instrument was a self-

administrated questionnaire of 28 items. Responses of main variables were 

measured by a five point Likert scale. Personal factors were categorical 

variables thus used the multiple response items were used. The items were 

drawn from previous studies after ensuring their reliability and validity. 

Responses were primarily analyzed using hierarchical regression statistical 

technique.  

Results and Discussion 

Table 1. Results of correlation analysis 

Variable 
Actual Usage of Internet 

Banking 

Behavioral Intention of using Internet banking r Sig. (2 tailed) 

Attitude towards 

Internet Banking 

Knowledge of Internet 0.910** .000 

Risk perception of  security 0.919** .000 

Subjective norms Beliefs 0.923** .000 

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

Source: Hettiarachchi and Tennakoon (2019) 
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Results of the correlation analysis reported a strong association between all 

dimensions of behavioral intention of using Internet banking and actual usage 

of intent banking. These relationships are positive and statistically significant 

too (Table1). A hierarchical regression analysis was performed in testing the 

direct and indirect relationship between variables concern.  

 

Table 2. Results of Hierarchical Regression Analysis 

Predictor Variables 
Regression 

1 

Regression 

2 

Regression 

3 

Gender (1- Male, 0 – Female) 0.02 0.01 0.01 

Age ( 1 - 18: 30, 3 – 51+) 0.29* 0.27* 0.27* 

Marital status (1 – Married, 0 – 

Unmarried) 
0.13* 0.12* 0.10* 

Education ( 1 - Secondary, 5 – 

Postgraduate) 
0.05* 0.05* 0.04* 

Occupation (1 – Blue collar: 2 – White 

collar) 
0.08* 0.08* 0.08* 

Attitude towards Internet Banking  0.05* 0.03* 

Subjective norms( Beliefs on internet 

banking) 
  0.38* 

R2 0.03 0.08 0.21 

R2 Change 0.03 0.05 0.13 

* p < 0.05 

Source: Hettiarachchi and Tennakoon (2019) 

 

The impact of behavioural intention (attitude and beliefs) and personal factors 

(gender, age, marital status, education and occupation) were tested for 

influence on actual internet bank usage thought a multiple hierarchical 

regression analysis. Personal factors were first entered to the model followed 

by attitudes in the second model and beliefs in third model (table 2). The 

model 3 holds the best fitting indices, thus it was picked as the finest model 

to predict the actual behavior of internet banking usage. Other than gender all 

the proposed predictors were significant in affecting the actual usage of 

internet banking. Particularly, age (β = 0.27), marital status (β = 0.10), 

education (β = 0.04), occupation (β = 0.08), attitude (β = 0.03) and beliefs (β 

= 0.38). Beliefs were found to be the most powerful predictor of actual usage 

of internet banking (β = 0.38, p < 0.05). Age is the next in its predictive 

ability to influence the online banking customers in truly using internet 



 

318 

banking facilities. The existing findings confirm the result so the study with 

respect to all the significant predictors. Specifically, age (Aladwani, 2001), 

marital status (Wang, et al., 2003), education (Wang, et al., 2003), occupation 

(Thompson& Tan, 2000), attitude and beliefs (Aladwani, 2001; Wang, et al., 

2003 ; Thompson & Tan, 2000; Tan&Teo, 2000;Shiraj, 2015). But the gender 

as a predictor is insignificant in the present study and didn’t confirm the 

prevailing findings in general (Wang, et al., 2003 ; Thompson & Tan, 2000; 

Santouridis & Kyritsi, 2014). This might be affected by the greater share of 

females reprsented in the sample or else the unseen association between age 

and gender over which the study didn’t  have any control.  

 

Conclusion 

Findings guided the conclusion that the actual usage of internet banking is a 

function of personal factors (age, marital status, education and occupation) 

and behavioral intention (attitude and beliefs) of internet banking customers. 

Theoretical contribution of the findings denoted the confirmation of TRA 

model of actual behaviour and the role of personal factors in predicting the 

actual behavior with respect to internet banking.  The practical implications 

call for enhancing knowledge and awareness of internet banking services to 

improve the beliefs and attitude of customers towards internet banking. 

Moreover, internet banking service offers can be framed with a consideration 

towards customers’ personal attributes. Unemploying any control over the 

variables those might have a significant influence over the real internet 

banking usage was accounted as the principal limitation of the study. For 

instance, the relative user friendliness and security across different internet 

banking facilities were not considered in designing the research. Hence, 

future studies are suggested to test the same or enhanced research designs 

with such controls.  

 

Keywords: Behavioral Intention; Internet Banking; Personal Factors; Sri 

Lanka 
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Introduction 

Trans Pacific Partnership Agreement is an agreement between the United 

States of America, Canada, Mexico, Chile, Australia, Vietnam, Singapore 

and New Zealand which holds 40 percent of global Gross Domestic Product 

and 25 percent of world export. The purpose of this agreement is 

harmonizing the laws and practices relating to the international trade and 

investment inside some countries in the pacific region. Economic scholar’s 

opinion is that this agreement would generate large benefits than those 

expected from the World Trade Organization’s global Doha development 

agenda. This was meant to be a high standard, ambitious and comprehensive 

agreement which will include a huge reduction of tariffs for each TPPA 

member country. While this was in the stage of ratification between parties 

USA decided to withdraw from the agreement but the remaining members re-

entered to an agreement named Comprehensive and Progressive Agreement 

in Trans Pacific Partnership (CPTPP). Hence, it is treated as an agreement 

which incorporates the outcomes contained in TPPA and it requires to be read 

in conjunction with the text of the original TPPA. This includes renaming the 

TPPA with CPTPP and carrying out objectives actually mentioned in TPPA. 

The tariff reduction proposed under TPPA still governs the cantered idea of 

this agreement and it encourages a deviation of trade opportunities from non-

member countries to member countries. It is obvious that trade would be 

diverted towards Trans Pacific Partnership Countries where buyers could be 

benefited the lower prices of goods which are in high quality. Comparing to 

the cost of products made under duty free facilities granted by TPPA, Sri 

Lankan products would be more expensive than those products. The risk of 

deviation of trade opportunities from non-members still remains and this 
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would affect Sri Lanka’s trade opportunities if we do not consider this the 

earliest. 

 

Research Problem  

There will be an indirect impact which would be tested by the ability of Sri 

Lanka to deal with the countries who are already engaged with TPPA and 

now with CPTPP.  To the extent how Sri Lanka would respond to the 

challenges posed by TPPA in respect of Trade was identified as the research 

problem of this extended abstract.  

 

Objectives  

Objectives of the study were to review the Trade chapter of Trans Pacific 

Agreement in the light of the new CPTPP Agreement and find out the 

similarities proposed by both, to investigate legal perceptions and attitudes 

towards Trans Pacific Partnership Agreement with special reference to Sri 

Lanka and to seek suitable legal requirements and proposals in order to 

enhance Sri Lankan trade which could overcome the trade challenges by 

TPPA.   

 

Methodology 

This research is normative and based on literature review. Thus, the 

preliminary and secondary sources would be used. Draft of the TPPA and 

CPTPP were used as the primary research material and related research 

papers, journals and annual reports are used as secondary research materials. 

Further, interviews and discussions with professionals and experts in the field 

of trade, economic and policy makers was used as a research methodology. 

 

Results and Discussions 

The significance of this agreement in the realm of international trade is that it 

provides more effective solutions for market access issues. The provisions of 

the agreement which discuss about the reduction of tariffs in trade have not 

been specifically identified by any other agreement rather than TPPA. The 

objective of the Trade Chapter of TPPA is to centralize trade opportunities 

within TPPA region. This target could be accomplished by granting duty free 

access to partner countries. TPPA parties are required to follow general non-
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discrimination principles and to avoid qualitative import and export 

restrictions which would help rein in protectionism and prevent favoritism of 

a TPP party over another party. Trade liberalization is one of the major 

principles of the Trade Chapter and it provides tangible benefits for 

consumers and producers within TPPA region. According to the proportion 

of Most Favored Nation (MFN) duty free tariff line structure, all remaining 

tariffs among these countries would go zero in near future and would make a 

duty-free market for all member countries. Most of the novel rules on exports 

licensing, agricultural export subsidies and other issues were not covered 

under previous Free Trade Agreements introduced by TPPA and it would 

make a modernized international market for TPP counties.  

 

As mentioned in the Chapter two of this agreement it ensures the certainty of 

trade between the partner countries. This has a tariff binding concept which 

means that a TPPA member cannot increase their tariff level for goods if it 

would affect to another member. This principle ensures the certainty and the 

consistency of tariff levels between member countries and ensures the 

credibility. Every partner country is committed to maintain the same level of 

tariff rates which they have agreed until they amend it collectively. For an 

instance, an ice cream manufacturer in Singapore would easily qualify for 

lower tariff rates when exporting to US under the TPPA, because milk from 

New Zealand, sugar from Australia, and cocoa from Mexico which are used 

in the production of ice cream would all count as originating content 

manufacturers of TPPA and the products could look forward to significant 

tariff savings as they export to a TPPA region. This would cause a diversion 

of trade opportunities for countries like Sri Lanka to TPPA partner countries 

because we do have to export many materials for manufacturing purposes for 

countries which are outside the agreement.  

 

Chapter 4 states that “containing elastomeric yarn in the component of the 

good that determines the tariff classification of the good shall be considered 

to be an originating good only if such yarns were wholly formed. (“wholly 

formed” means all production processes and finishing operation, beginning 

with extrusion filaments, strips, fil or sheet, and including drawing to fully 

orient a filament or slitting a fil or sheet into strip, or the spinning of all fibres 

into yarn, or both and ending with a finished yarn or plied yarn) in the 

territory of one or more of the Parties. This Rule requires that only fabrics 
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produced from yarn made by a TPPA country would qualify for the trade 

duty- free status granted by TPPA, which makes it mandatory for apparel 

producers to source yarn, fabric, and other inputs from TPPA partner 

countries to obtain duty preferences. 

 

This would affect the trade deals between Sri Lanka and TPPA member 

countries because they would definitely reject to buy Yarn from Sri Lanka 

and look forward to enter in to arrangements with any of the TPPA members. 

Since Sri Lanka is a well-known country for the production of Yarn including 

Acrylic Yarn, Art Silk Yarn, Carbon Fibre Yarn, Carpet Yarn, Ceramic Fibre 

Yarn, Coconut Coir Yarn, Bleached Cotton Yarn, Cotton Blended Yarn, 

Cotton Corn Yarn, Hand Knitting Yarn, Polyester Cotton Yarn, Pure Silk 

Yarn etc: (source Exporters India.com) it would lose opportunities inside the 

TPPA circle. Not only Vietnam, but any country who is a member of this 

agreement won’t buy Yarn from Sri Lanka because it won’t help them to 

enjoy tariff classifications under TPPA.  

 

Since we are not a member of this agreement, it would affect the trade 

opportunities of our country and most importantly we have to face a huge 

deviation of opportunities. If it comes under the name of CPTTP, the risk will 

still be the same as it includes the same provisions.  

 

Conclusion  

As we discussed above, basically textile industry in Sri Lanka would be 

affected by the provisions of this agreement.  In this context, Sri Lanka must 

compete with Vietnam as its profile of exports seems very familiar with Sri 

Lankan apparels. Vietnam would easily enter into the international market 

with the help of trade facilitation measures under TPPA.  Flow of investment 

opportunities would be attracted to Vietnam under TPPA and it would also 

provide an incentive for technology- driven investment into Vietnam rather 

than Sri Lanka. Other member countries like Japan, Australia would establish 

their investments in Vietnam and would help to upgrade Vietnam productions 

of weaving, dying and textile in different ways. Sri Lanka would lose these 

opportunities and would have to compete with these upgraded products in the 

international market.  Sri Lanka’s trade opportunities would be severely 

affected by this Agreement.  
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According to the main research objective of this extended abstract, it could be 

recommended that Sri Lanka should analyse its trade policies in such a way 

that it would facilitate to engage trade agreements like Bilateral Free Trade 

Agreements with member countries of TPPA. 

 

Trans Pacific Partnership Agreement is still in the process of ratifying among 

its partner countries and it would have many impacts on trade and investment 

in Sri Lanka as discussed above and we must design the future of trade and 

investments which could be succeeded only by overcoming these impacts.  

 

Keywords: Trans-Pacific Partnership Agreement (TPPA); Comprehensive 

and Progressive Agreement for Trans Pacific Partnership (CPTTP); Sri Lanka 
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Introduction  

China is the second largest import source for Sri Lanka currently contributing 

to 19% of Sri Lanka’s total imports. In 2009, China and Singapore were of 

equal importance in Sri Lanka’s import market, sharing ten percent each. 

China currently has stretched its share in Sri Lankan imports three times over 

Singapore and has reached to the level of India. Sri Lanka’s trade deficit with 

China which was very marginal in 2000 has grown 12 times larger than it was 

19 years ago. This is not only because Sri Lanka has irrationally opened up 

its market for Chinese imports but also has failed to harness the export 

potential of the huge Chinese market. It is projected that China would 

become the topmost trading partner in the near future. The process is likely to 

be accelerated with the implementation of the proposed Sri Lanka-China free 

Trade pact. This study attempts to evaluate the relative importance of 

fundamental economic factors in explaining China Sri Lanka Trade.   

 

Research Problem 

This study attempts to answer the research question of what are the economic 

fundamentals that explains China-Sri Lanka trade. 

 

Objective  

The objective of this research was to examine whether China-Sri Lanka trade 

is driven by the economic fundamentals, or merely political interests.  

 

Methodology  

The study uses standard real export (RXP) & real import (RMP) functions 

developed by Rose (1989 with slight modifications to include dummy 

variable to capture structural breaks. 

Real export function: 

mailto:nandasiri2007@gmail.com
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𝑙𝑛𝑅𝑋𝑃𝑡 = ∝  +𝛿1𝑇 + 𝛾1𝐷1 … . . 𝛾𝑛𝐷𝑛 + 𝛽1𝑙𝑛Ex𝑡 + 𝛽2𝑙𝑛𝑃𝑡+𝛽3𝑙𝑛𝑌𝑡
𝑓

+ 𝑒𝑡 

 (1) 

Theoretically expected signs are, 𝛽1 > 0 , 𝛽2 < 0 ,𝛽3 > 0  

 

Real import function: 

𝑙𝑛𝑅𝑀𝑃𝑡 = ∝  +𝛿1𝑇 + 𝛾1𝐷1 … . . 𝛾𝑛𝐷𝑛 + 𝛽1𝑙𝑛Ex𝑡 + 𝛽2𝑙𝑛𝑃𝑡
𝑓

+𝛽3𝑙𝑛𝑌𝑡 + 𝑒𝑡 

 (2) 

Theoretically expected signs are, 𝛽1 < 0 , 𝛽2 < 0 ,𝛽3 > 0  

Where,  

𝐸𝑥𝑡  - Exchange Rate 

𝑌𝑡  - Real GDP of Sri Lanka  

𝑌𝑡
𝑓
  - Real GDP of China 

𝑃𝑡  - Price Level of Sri Lanka 

𝑃𝑡
𝑓
  - Price Level of China 

𝐷1 … . . 𝐷𝑛  - Dummy variables  

Float - Floating Exchange Rate Dummy (1 after 2001, 0 

otherwise) 

Gf - Global Financial Crisis Dummy (1 for 2009, 0 

otherwise) 

WAR  - War Dummy (1 after 2009, 0 otherwise) 

𝑒𝑡  - error term which is white noise 

  

Also, some additional explanatory variables such as past trade (lag dependent 

variables) were added to the right-hand side of the equation to correct auto 

correlation.  

 

As far as estimating techniques are concerned, Augmented Dickey-Fuller 

(ADF) test with linear time trend was employed for pretesting of unit roots 

and found that each variable was of I(1) in levels and I(0) in first difference. 

Accordingly, all the variables were qualified for co-integration analysis to 

derive long-run relationships in level forms. Then we applied the Engle & 

Granger (1987) two stage method where the initial regression was run by 

OLS and residuals were tested for stationary with ADF test. 

Heteroskedasticity - Consistent Standard Errors & Covariance were used in 
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all regressions. The detailed results were omitted for brevity, and only the 

order of residuals was reported in the output tables.   

 

Results and Discussions  

Table 1 contains the long-run elasticities of Real Export (RXP) and Real 

Import (RMP) functions between Sri Lanka and China. The order of OLS 

residuals is also presented enabling interpretation under Engle and Granger 

(1987) two stage method for co integration although ADF test results are 

omitted.  

 

Evaluating the estimated real export function, we draw following three 

conclusions. Given all else being equal, 1% increase in domestic price level 

in Sri Lanka causes 0.9% drop in real exports to China. 1% increase in 

Chinese GDP causes to increase its demand for Sri Lankan exports 

approximately by 1%. In absolute terms such an increase is negligibly small 

because the existing level of exports is extremely low. Similarly, 1% of local 

currency depreciation causes 0.3% increase in real exports to China in the 

long-run.   

 

Even though Sri Lankan market has been flooded with Chinese products 

during past decade, the estimated import function reveals that fundamental 

economic variables do not support to explain the rationale behind such huge 

import volumes to Sri Lanka from China. 

 

 

Table 1.  Long-run Estimates of Real Exports, Real Imports and Trade 

Balance Sri Lanka Vs China 2000Q2-2014Q4 

Dependent Variable   ln(RXP)  ln(RMP)  

C   -6.5511  -2.7942  

T   0.0015  0.0075  

Floating Exchange Rate (Dummy)   -0.2826  0.0217  

Global Financial Crisis (Dummy)   0.0123  -0.1378  

WAR (Dummy)     0.0667  

ln(Exchange Rate)   0.3183 *** -0.1521  

ln(Price Level of Sri Lanka)   -0.9647 ***   

ln(Price Level of China)     0.0187  

ln(Real GDP Sri Lanka)     0.2875 ** 
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ln(Real GDP China)   1.1097 ***   

ln(RXP(-1))   0.7053 ***   

ln(RMP(-1))     0.6262 *** 

Order of Residuals   I(0)  I(1)  

R-squared   0.9811  0.9743  

Adjusted R-squared   0.9785  0.9701  

F-statistic   377.680  236.468  

Durbin-Watson stat   2.0661  2.1305  

Included Observations: 59 after 

adjustments 

     

Notes: White Heteroskedasticity-Consistent Standard Errors & Covariance 

used 

*Significant at 10%         **Significant at 5%     ***Significant at 1%   
 

Except GDP growth of Sri Lanka, all the other fundamental variables are 

insignificant in explaining movements in imports. Furthermore, any long-run 

cointegration relationship cannot be established in the estimated real import 

function because the OLS residuals are not stationery. 

  

Figure 1 shows the actual, fitted and residual values of RXP and RMP 

functions between Sri Lanka and China. It provides clear graphical evidences 

how well the estimated model fits with actual data having R2 over 0.9 and the 

stationarity of OLS residuals. 
 

Real Exports Real Imports 

 
  

Source: Author’s estimates generated from e-views-8 

Figure 1. Actual Vs Fitted Values and Residuals of Export and Import 

Functions between Sri Lanka and China 
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Conclusion 

From the above analysis it was revealed that only export from Sri Lanka to 

China can be explained by the economic fundamentals. Except for the real 

GDP of Sri Lanka, all the other economic fundamentals fail to explain 

unprecedented imports from China to Sri Lankan market.  It is not surprising 

real GDP to be significant because the most part of the imports from China 

comprises of raw materials for public projects by the government which 

included in GDP.  

 

Accordingly, it can be concluded that most part of the China-Sri Lanka trade 

is not driven by economic fundamentals. Nevertheless, imports from China 

by the private sector mostly contain low-priced products such as toys, 

machinery and parts thereof, consumer durables and electronic equipment. 

Theoretically, one can expect such a scenario to be reflected in our analysis 

as a negatively significant foreign price in our real import function. However, 

it has not been true for our analysis because China Price index used here is 

the consumer price index which is a poor approximation for the prices of 

Chinese imports entering Sri Lankan market. Using poor proxy variables for 

price index can be considered as a limitation of the study.  

 

Keywords: Trade Growth; China; Sri Lanka 
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Introduction 

The growing inflows of FDI to Sub-Saharan African countries in the last few 

decades due to policy improvements have attracted the attention of many 

researchers to investigate the impact of the FDI in the region. Therefore, 

many studies have examined the effect of FDI at both macro and firm levels 

including domestic linkages and spillover effects on domestic firms. We have 

observed discrepancies in these studies leading to inconclusive results. Some 

studies find positive while others have reported zero and even negative 

results. 

 

Objective  

This study aims to ascertain the extent to which findings from previous FDI 

spillover studies in SSA can be generalised and be reliable for policymaking. 

Meta-analysis has become a popular approach in applied economics in recent 

years for integrating and summarizing several empirical studies and resolving 

inconsistencies arising from these studies (some of the pioneered studies are 

De Mooij & Ederveen, 2003; Djankov & Murrel, 2002; Gallet & List, 2003; 

Gorg & Strobl, 2001; Havranek & Irsova, 2010; Meyer & Sinani, 2005). 

There is paucity of studies using this approach in SSA. 

 

Methodology 

This study identifies and reviews all relevant known published and 

unpublished FDI spillover related studies in SSA. Search engines such as 

Google scholar, Scopus and Econlit were used with keywords such as “FDI 

spillovers in SSA or in Africa”, “effects of FDI spillovers on productivity of 

domestic firms in SSA or in Africa” and “FDI productivity spillovers in 

SSA”. Only studies that relate to FDI spillovers, productivity and domestic 

linkages, and have reported both the estimates and their standard errors were 

included in the sample. Eighteen primary studies have met our requirements 
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providing 1104 observations in which 69 percent is journal and 31 percent 

consists of working papers and theses.  

 

Funnel asymmetry test (FAT) and precision-effect test (PET) have been used 

in line with previous meta-analyses to determine the publication bias and 

genuine FDI spillover effects. We address the issue of within-study 

dependency and between-study heterogeneity by estimating the study-

clustered standard errors and by employing the mixed-effects multilevel 

(MEM) modelling approach using both the maximum likelihood (ML) and 

restricted maximum likelihood (RML).  

 

The meta-regression model (MRM) to be estimated has been specified as 

follows: 

tij≡ eij/ seij=α+β(1/seij) +εij               (1) 

Where 𝑡𝑖𝑗 represents the t-statistics of spillover estimate 𝑖 from study  , 𝑒𝑖𝑗 is 

the spillover estimates, 𝑠𝑒𝑖𝑗is the standard error and 휀𝑖𝑗 is the disturbance 

term. The slope of equation (1) estimates the magnitude and direction of a 

genuine spillover effect (PET) while the constant or intercept term tests for 

publication bias in the effect (FAT). The use of t-statistics for meta-analysis 

has been reported by previous studies (Gorg & Strobl, 2001; Meyer & Sinani, 

2005) as appropriate because it is dimensionless as against the magnitude of 

spillover estimates. We model a list of possible heterogeneity sources, and by 

following previous meta-analyses, these sources are based on specifications, 

estimation techniques, data and publication characteristics of the primary 

studies. 

  

Results and Discussion 

The study presents the funnel plot for determining the publication bias in 

figure 1 which appears to be full and symmetrical.  However, the right 

portion of the funnel seems to be a little heavier than the left portion, 

suggesting the presence of a positive publication bias of the spillover 

estimates.  
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Source: Author, 2019 

 

Figure 1. Funnel Plot for Publication Bias 

 

We present the formal publication bias test using funnel asymmetric test 

(FAT) as shown in table 1 to confirm the result shown by the funnel plot.  

 

Table 1. Bivariate Meta Regression for FAT and PET Tests 

 All samples Peer-reviewed 

studies 

Studies in High Ranking 

Journals 

 Dependent variables: t-statistics 

Publication bias 

(FAT) 
0.950∗∗∗(0.365) 0.848∗(0.458) 0.751(0.528) 

Genuine effect 

(PET) 
−0.002(0.007) 0.002(0.010) 0.005(0.010) 

Observations  1104 764 814 

Note: ***, * stands for 1% and 10% level of significance respectively.  

 

The FAT reveals that a positive publication selection bias is strongly 

significant for the full sample, confirming the result of funnel plot in figure 1, 

though the bias decreases with the quality of studies published. Peer-

reviewed papers show evidence of a weak positive publication bias whereas 

studies published in leading journals show no evidence of a significant 

publication selection bias. The magnitudes of the bias also decrease 

accordingly. Similarly, the precision-effect test (PET) which estimates the 
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genuine effect, shows that FDI spillover effects are not statistically 

significant suggesting that such spillover effects in SSA may not be genuine.  

 

We account for many factors that can explain the heterogeneity in FDI 

spillover studies in SSA following previous studies and report the reduced-

form multivariate meta-regression results in table 2.  

 

Table 2. Reduced-form Multivariate Meta-Regression for Sources of 

Heterogeneity 

 Model 1 

Mixed-effect multilevel 

(MEM) 

Model 2 

Ordinary Least Squares (OLS) 

 Dependent variable: t-statistics 

Bias (intercept) 6.434∗∗∗(0.028) 6.441∗∗∗(0.056) 

Specification   

Joint ventures 

Absorptive capacity 
3. 129∗∗∗(0.136) 

2. 871∗∗∗(0.064) 

3. 176∗∗∗(0.201) 

2. 883∗∗∗(0.101) 

Firm age 0.520∗∗∗(0.123) 0.480(0.376) 

R&D 0.685∗∗∗(0.116) 0.720∗∗∗(0.136) 

Firm size −2.319∗∗∗(0.065) −2.302∗∗∗(0.202) 

Exporter −0.348∗∗∗(0.093) −0.364∗∗∗(0.107) 

Estimation method   

FGLS −6.491∗∗∗(0.304) −6.583∗∗∗(0.339) 

Random effect −4. 096∗∗∗(0.279) −4. 178∗∗∗(0.336) 

Tobit −2.967∗∗∗(0.048) −2.986∗∗∗(0.176) 

GMM 3. 343∗∗∗(0.084) 3. 323∗∗∗(0.052) 

Data   

Time span −1. 062∗∗(0.030) −1. 071∗∗(0.047) 

Cross section 

Panel 
−3. 140∗∗∗(0.123) 

3. 246∗∗∗(0.182) 

−3. 175∗∗∗(0.149) 

3. 304∗∗∗(0.397) 

Country specific 2. 964∗∗∗(0.173) 3. 017∗∗∗(0.196) 

Sample size 0.0002∗∗∗(0.0001) 0.0002∗∗∗(0.0001) 

Publication   

Peer-reviewed 

journal 
−3. 454∗∗∗(0.108) −3. 485∗∗∗(0.133) 

Leading journal 0. 815∗∗∗(0.086) 0. 840∗∗∗(0.173) 

Observations 1013 1013 

Sd (Residual) 2.356 (0.170)  

95% Conf. Interval [2.046 , 2.713]  

Note: ***, * stands for 1% and 10% level of significance respectively. Mixed-effects 

multilevel estimation technique with study-clustered robust standard errors is used to 

correct for possible heterogeneity as well as within-study dependency reported in 
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model 1. Model 2 is estimated using OLS with study-clustered robust standard errors 

as robustness check and the results do not appear to differ significantly. FGLS stands 

for feasible generalised least squares and GMM stands for generalised method of 

moment. General -to-specific modelling approach is used to arrive at the reduced 

form models which provided only significant estimates. 
 

The study characteristics or sources of heterogeneity appear to have divergent 

influence on reported FDI spillovers. The specification of the studies has a 

strong influence on reported FDI spillovers in SSA as joint venture, 

absorptive capacity, firm age as well as research and development increase 

the reported FDI spillovers whereas firm size and exporter firms reduce them. 

The reported FDI spillovers are also strongly influenced by estimation 

methods with studies using GMM being 3.3 more likely to find positive FDI 

spillovers. On the other hand, studies that employ FGLS, random effects and 

tobit methods tend to find negative spillover effects.  

 

Similarly, FDI spillover effects decrease with the time-span of the data and 

cross-section studies, whereas panel and country-specific studies increase the 

spillover effects. In the same vein, while studies published in peer-reviewed 

journals are more likely to report negative spillovers than working papers and 

theses, those published in leading journals increase the chances of finding 

positive FDI spillovers in SSA.  

 

However, accounting for the study characteristics does not reduce the 

positive publication bias. The results show that, on the average, for every FDI 

spillover study undertaken, the positive publication selection bias increases 

by 6.4 units, holding other factors constant. Therefore, the lack of evidence 

for the genuine effect may largely be due to the publication selection bias 

which means that significant FDI spillover effects might not have taken place 

in SSA. This indicates that FDI in SSA does not significantly improve the 

performance of domestic firms.  

 

Conclusion  

The reported FDI spillover effects in SSA cannot be supported statistically 

because the studies have been found to have suffered from severe positive 

publication bias. However, positive FDI spillover effects in SSA is more 

likely to be country-specific and among panel studies, depending on the 

sample size, ownership structure, research and development, as well as 
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absorptive capacity of firms. Therefore, results from the existing FDI 

spillover studies in SSA must be treated with extreme cautions and 

policymakers should demand for extensive discussion of given results before 

acting upon them. This is because the reported FDI spillover findings may 

not necessarily represent the true reflection of the reality of benefits by 

domestic firms in SSA. 
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Introduction 

Productivity matters in the industrialization for any country. This is quite 

relevant to Sri Lanka for its quest for development. Sri Lanka from its 

historical production structure was badly lagging behind its shift to industry 

and export driven economy East Asian countries have shown in the last 

several decades. It is in this context the apparel sector, the only important 

manufacturing export sector that was able to provide the key growth sector 

since the decline of the pre-independent time plantation export economy, 

draws a considerable research and policy interest. As a key parameter of the 

competitive sustenance and the growth of the sector, the discussion of factor 

productivity in the apparel sector is embarked upon in this research study.   

 

As the precursor to global trade entered the era of WTO rules, the Sri Lankan 

apparel sector had entered a phase of structural transformation in the 1995- 

2005 period. The dramatic transformation led to different set of productivity 

enhancement while the industry enhanced its position in the value chain and 

reorganized production structures as evident in empirical studies. This back 

drop has created the necessity to understand the dynamics of the productivity 

in the apparel sector. This aspect of the sector has considerable spillovver as 

industry needs to position itself in a highly competitive global supply chain if 

it is to be maintaining or growing itself to the next phase of growth and 

development. 

 

Therefore, it is important to take a stock of the present level and past trends 

of productivity by evaluating the total factor productivity (TFP) in the 

Apparel industry in Sri Lanka and identify the determinants of TFP to 

provide inputs to the current policy agenda of enhancing productivity. There 

is a large body of empirical evidence on TFP on other countries. In contrast, 

there is very limited empirical evidence on this topic in Sri Lanka. There are 
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some limited attempts to estimate TFP at macro level and industry level (for 

example, Duma, 2007; Bandara and Karunaratne, 2010 and Dutz and 

O’Connell, 2013), the last systematic study on labour productivity and TFP in 

the manufacturing sector was carried out in the mid-1990s (Athukorala, 

1996).  

 

Objective 

This study attempts to evaluate the TFP change in the apparel sector and how 

it has transformed over the period   1995- 2015(during quota phase-out and 

GSP Plus abolition) and to synthesize the factors that influence the TFP 

trends in the apparel sector.  

 

Methodology 

The research is an in-depth investigation into productivity growth in the 

apparel sector by employing alternative quantitative methods, namely; a) 

growth accounting approach and b) regression approach (firm-level). 

Moreover, the regression analysis is carried out at various sub-samples drawn 

on the basis of firm size based on employment, geographical area based on 

district and province-wise, to understand capital and labour variations. 

 

The growth accounting approach aims at capturing productivity component 

as the residual term of the liner equation. In other words, growth of 

productivity is extracted by deducting output contribution made by labour 

and capital from the total output change. 

 

The focus is to estimate the TFP in the manufacturing sector from 1995-2015. 

Time periods are broken down to sub periods and for the entire period of 

author’s estimation on published data of Annual Survey of Industry (ASI) 

reports. Table 1.1 reports data on growth of output, labour, capital, and 

productivity. Data is reported for few sub-periods. 
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Results and Discussion 

Productivity growth in the Apparel Industry  

Table: 1. TFPG in the apparel sector– 1995 – 2012 

Year  1994-

1998 

1998-

2002 

1994-

2002 

2004-

2008 

2008-

2012 

2004-

2012 

Output 

Growth 

0.12 -21.07 64.34 -64.29 -25.94 -49.85 

Employm

ent 

Growth 

-17.30 -13.19 -28.21 -22.47 -21.71 -39.30 

Capital 

Growth 

-5.19 -63.23 -27.50 16.98 -86.58 -70.23 

Average 

Wage 

Share 

0.30 0.28 0.31 0.20 0.28 0.17 

Average 

Capital 

Share 

0.70 0.72 0.69 0.80 0.72 0.83 

TFPG 8.89 28.19 92.06 -73.25 42.72 15.22 

Average 

TFPG 

2.22 7.05 11.51 -18.31 10.68 1.90 

Source: Authors estimation based on Annual Survey of Industries  

 

According to table 1 which reports data from 1994-2002, TFP has grown by 

11.5 percent. During the first half of this period productivity grew at an 

annual rate of 2 percent while latter period recorded around 7 percent per 

annum. It was witnessed that industry expansion during the first half of the 

period was largely due to increase in labour input. In contrast, during 1998-

2002, industry expansion was largely driven by technology learning and 

human resource development. Nevertheless, during 1994-2002 period, the 

industry was largely characterized as a labour intensive industry. Hence, a 

sizable portion of total output growth during the above period attributed to 

the increase in employment in the industry.  

 

The positive outlook witnessed during the pre Multi Fiber Agreement (MFA) 

period gradually faded away and industry experienced some disruptions 

during the post MFA era. According to table 1 and output as well as 

productivity experienced some contraction during 2004-2008. The reason for 
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the apparent decline in TFP is associated with a declining employment (-

22.47) while capital growth has increased (16.98). It appears that declining 

employment is associated with rising capital and falling TFP. A plausible 

explanation for this rather peculiar outcome could be that it was a time where 

present apparel exporting companies emerged as the only survivors of the 

post WTO imposed restructuring where hundreds of small timers either were 

closed or were absorbed by the large timers. The resultant effect had been 

that many workers who were rural based and were demographically immobile 

left the industry while mobile capital namely machinery were acquired by the 

existing firms.  
 

Further, the research reports regression results related to Cob-Douglas 

production function estimated for selected years namely, 1995, 

1999,2005,2010,2015. The selection of years was done arbitrarily and on the 

basis of availability of data. Table 2 reports regression results related to Cob-

Douglas production function for the year 1995.  

Table 2. Cob-Douglas Production Function Estimation- 1995 

Dependent Variable:  Value Added (In log ) 

                                                                                         Model 01 Model 02 

Constant 5.92*** 6.77*** 

 (0.2) (0.25) 

Capital (in log) 0.39*** 0.33*** 

 (0.02) (0.02) 

Labour (in log) 0.81*** 0.8*** 

 (0.02) (0.02) 

Sector (1=if a BOI company)   
District effect  Yes 

No. of observation 2066 2066 

R-squared 0.74 0.77 

F Test Value 2990 343 

Note: Significance levels are ***= 1%,**= 5%, *=10%   
Standard errors are reported in parenthesis   
 

In this regression the interest has been drawn to the technical coefficient i.e. 

the estimated constant term. This constant term is referred to the contribution 

of technology in the production process. Estimated constant term is around 6 

and it is statistically significant at 1% level of significance. This 
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technological coefficient is relatively high and according to confidence 

interval the value of the constant could vary from 6.5 to 9.1 within the 95% 

confidence interval. Relatively higher level of technological coefficient 

implies that TFP plays a key role in determining the level of production in the 

apparel industry during the mid-1990.  
 

However, it is important to examine whether productivity levels vary across 

different sizes of firms. The regression model explains around 78% of total 

variation in value added and F-test confirms the overall significance of the 

model. In addition to capital and labour the regression model was controlled 

for locational (districts) and sector dummies (private, BOI etc.). Moreover, 

diagnostic check was done to examine the presence of multicollinearity and 

heteroscedasticity and treated accordingly.  
 

In order to examine productivity differential across firm size in terms of 

employment, firms are classified into three categories namely small 

(employees less than 49), Medium (employees 50 to 249) and large 

(employees more than 250) firms. 

 

Table 3. Cob-Douglas Production Function Estimation - 1995 by Size 

Dependent Variable:  Value Added (In log )  

 

 Employees 

<49 

 Employees 50-

249 

Employees > 

250 

Constant 6.53*** 9.23*** 8.61*** 

 (0.34) (0.54) (1.12) 

Capital (in log) 0.33*** 0.26*** 0.32*** 

 (0.02) (0.03) (0.05) 

Labour (in log) 0.86*** 0.67*** 0.46*** 

 (0.04) (0.07) (0.14) 

Sector (1=if a BOI 

company) Yes Yes Yes 

District effect Yes Yes Yes 

No. of observation 1170 647 249 

R-squared 0.55 0.322 0.44 

F Test Value 70.1 14.87 10.35 

Note: Significance levels are ***= 1%,**= 5%, *=10%  
  
Standard errors are reported in arenthesis    
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Table 3 reports regression output for different sub-samples.  The results 

indicate by comparing the estimated technological component, TFP is 

relatively higher in both medium and large firms. TFP for small firms based 

on size of employment is around 7, while TFP for medium firms is around 9 

and TFP for large firms is 8.  It is interesting to identify the higher TFP in 

medium sized companies than small and large companies in most estimates. 

Interestingly small firms, demonstrate increasing returns to scale while both 

medium and large scale companies reflect decreasing returns to scale.  

 

Further, the table 4 reports regression results for the year 2015 for value 

added, capital, labour and other related data for 862 companies. According to 

the estimated results, the output elasticity of capital is 0.4 for both models 

without the district effects and with the district effects and it is statistically 

significant at a 1% level. The output elasticity of labour across both models is 

0.7 and it is significant at a conventional level of significance. According to 

these results the production function reflects increasing returns to scale 

implying a proportionate increase in capital and labor leading to more than a 

proportionate increase in output.  

 

Table 4. Cob-Douglas Production Function Estimation- 2015 

Dependent Variable:  Value Added (In log ) 

 Model 01 Model 02 

Constant 7.89*** 7.87*** 

 0.54 (0.65) 

Capital (in log) 0.43*** 0.42*** 

 (0.04) (0.04) 

Labour (in log) 0.72*** 0.71*** 

 (0.05) (0.06) 

Sector (1=if a BOI company)   
District effect  Yes 

No. of observations 862 862 

R-squared 0.47 0.5 

F Test Value 388 31.7 

Note: Significance levels are ***= 1%,**= 5%, *=10%   
Standard errors are reported in parenthesis   
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Table 5 reports regression outputs for different sub-samples.  The results 

indicated by comparing the estimated technological component, that TFP is 

relatively higher in both small and medium firms. . TFP for small and 

medium firms based on size of employment is around 8, while TFP for large 

firms is around 6.  Interestingly small and medium firms, demonstrate 

increasing returns to scale while large scale companies reflect a decreasing 

returns to scale.  

The R-squared value relating to the regression remains around 0.3 implying 

that nearly 30% of the variation in value added is explained by the models 

represented by small and medium firms while the R-squared value relating to 

the regression model based on large firms remains at around 0.4 implying 

nearly 40% of variation in value added.  

 

Table. 5 Cob-Douglas Production Function Estimation- 2015 by Size 

Dependent Variable:  Value Added (In log )  

 

 Employees 

<49 

 Employees 50-

249 

Employees > 

250 

Constant 8.28*** 8.25*** 5.67*** 

 1.01 (01.52) (2.71) 

Capital (in log) 0.37*** 0.40*** 0.67*** 

 0.05 (0.06) (0.15) 

Labour (in log) 0.87*** 0.82*** 0.20*** 

 0.13 (0.26) 0.31 

Sector (1=if a BOI 

company) Yes Yes Yes 

District effect Yes Yes Yes 

No. of observations 460 296 106 

R-squared 0.27 0.29 0.37 

F Test Value 6.22 5.38 3.03 

Note: Significance levels are ***= 1%,**= 5%, *=10%   
Standard errors are reported in 

parenthesis    
 

Conclusion 

The preceding study brings out several aspects of factor productivity trends, 

growth and lateral, that could be of use to macro policy makers and industrial 

strategists. Thereby, it is an effort to identify the competencies that would 
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positively affect Total Factor Productivity which is a key ingredient to be 

competitive in the global market.  

 

Overall the TFP trends have displayed the inner working of the industry 

under rapidly and markedly changing internal and external factors. Until the 

year 2000, TFP has been hovering around 6 but thereafter up until the study 

period, 2015 the same has been rising to over 8.  The reason for this 

sustenance of TFP in the 2000s could be the overall changes the apparel 

industry has embarked on and the impact on the productivity of firms. These 

changes may include the garment categories and up scaling in the value 

chain. The sector after 2000, had to embark on semiautomatic technology in 

order to circumvent the challenges in the labour market. Moreover, in the 

early 2000s the technology was expensive due to heavy reliance on European 

countries. However, the same is sourced at low prices after 2010 from the 

Chinese markets.  

 

Further, the study findings reveal that TFP gains have been mostly associated 

with medium sized enterprises (employees from 50 to 249) predominantly 

during the study period compared to small and large sized organizations.  The 

reasons for this outcome could not be attributed to one single factor. Given 

the macroeconomic uncertainties, labour shortages including, high labour 

turnover could provide partial explanations in individual cases as the impact 

of these factors could affect different firms without a common pattern. While 

small firms may have been affected by economies of scale, large firms may 

find other factors with a predominantly adverse impact although they enjoy 

economies of scale. According to industry sources medium sized units could 

be single product units and sub-contractors, who experience, low operational 

and handling costs. 

 

Also, it was identified in that TFP differs from district wise and province 

wise to a greater extent during the study period.  It was also found that firm 

location is an important factor in determining value addition. This may be 

due to the existence of physical and social infrastructure facilities with which 

firms engage in production activities.  
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