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ABSTRACT

This research examines the relationship between general ledger size, profitability, compliance, and
associated issues in the context of general banking. The study aims to investigate whether the size of a
bank's general ledger has any impact on its profitability and compliance with regulatory requirements. It
also explores the challenges and issues related to maintaining large general ledgers. The research findings
contribute to a better understanding of the dynamics between general ledger size, profitability,
compliance, and associated challenges in the general banking industry.
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I.  INTRODUCTION
A. Background

General banking plays a crucial role in the
functioning of economies worldwide. It involves
a wide range of financial activities, including
accepting deposits, granting loans, facilitating
transactions, and providing various financial
services to individuals, businesses, and
institutions [5]. Central to the operations of a
bank is its general ledger, which serves as the
principal record-keeping system for financial
transactions.

The general ledger is a comprehensive
accounting tool that records and organizes all
financial  transactions, including  assets,
liabilities, income, and expenses, of a bank. It
provides a consolidated view of the bank's
financial position, facilitating effective financial
management, decision-making, and regulatory
compliance [2]. As banking activities expand and
become more complex, the general ledger size
tends to grow, accommodating the increasing
volume and diversity of financial transactions

[4].
B. Objectives

The primary objective of this research is to
investigate the relationship between general
ledger size, profitability, compliance, and
associated issues in the context of general
banking. By analyzing this relationship, we aim
to enhance the understanding of how the size of
a bank's general ledger influences its financial
performance, regulatory
requirements, and potential challenges faced.

adherence to

C. Research Questions

To achieve the above objective, this research
seeks to answer the following research
questions:

1. Does the size of a bank's general ledger
impact its profitability?

2. Is there a correlation between the size
of a bank's general ledger and its
compliance with regulatory
requirements?
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3. What are the potential issues associated
with maintaining a large general ledger
in the banking industry?

By addressing these research questions, we aim
to provide valuable insights into the relationship
between general ledger size, profitability,
compliance, and associated challenges faced by
banks.

IL LITERATURE REVIEW

A. General Banking and General Ledgers
General banking is a fundamental component of
the financial system, serving as a crucial
intermediary between savers and borrowers. It
encompasses various activities, such as
accepting deposits, providing loans, facilitating
payment transactions, and offering a range of
financial services. At the heart of a bank's
financial operations lies the general ledger,
which acts as a central repository for recording
and organizing all financial transactions.

The general ledger serves multiple purposes in
general banking. It enables banks to maintain
accurate and up-to-date records of their
financial activities, including assets, liabilities,
income, and expenses. These records form the
basis for financial reporting, internal controls,
and regulatory compliance. Additionally, the
general ledger provides vital information for
decision-making, risk management, and
assessing the overall financial health of a bank.

B. Profitability in General Banking
Profitability is a critical aspect of general
banking, as banks aim to generate sustainable
earnings while managing risks. Several factors
influence the profitability of banks, including
interest rate spreads, fee income, loan quality,
and operating efficiency. Understanding the
relationship between general ledger size and
profitability can provide insights into the cost
structure and revenue generation capabilities of
banks.

Previous research has explored the link between
general ledger size and profitability in the
banking sector. For instance, a study by Chen,
Huang, and Lin [1] found that larger general
ledger sizes were associated with higher
operational costs for banks. This relationship
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suggests that maintaining a large general ledger
may impact a bank's profitability by increasing
administrative and infrastructure expenses.

C. Compliance in General Banking

Compliance with regulatory requirements is
essential for banks to maintain trust, stability,
and integrity in the financial system. Regulatory
bodies impose stringent rules and guidelines to
ensure sound banking practices, risk
management, and transparency. The general
ledger plays a crucial role in supporting banks'
compliance efforts by accurately recording and
reporting financial transactions.

Research has highlighted the significance of
general ledger size in relation to compliance in
general banking. For instance, a study by Zhang,
Zhu, and Sun [6] indicated that larger general
ledger sizes were associated with increased
complexity in regulatory reporting and
compliance processes. Banks with larger general
ledgers may face challenges in consolidating,
reconciling, and validating data, potentially
affecting their ability to meet regulatory
obligations accurately and efficiently.

D. Issues Related to General Ledger Size
Maintaining a large general ledger in the
banking industry can present various challenges
and issues. These challenges include data
management, system scalability, operational
efficiency, and information retrieval. As the
volume and complexity of financial transactions
increase, banks must address these issues to
ensure smooth operations and effective
utilization of resources.

Research has identified potential issues
associated with large general ledger sizes in
general banking. For instance, a study by
Johnson, Brown, and Bode [3] highlighted the
increased risk of errors and data inconsistencies
when managing large general ledgers.
Furthermore, the study emphasized the
importance of implementing robust data
governance practices, ensuring data quality, and
leveraging advanced technologies to overcome
these challenges.
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III. METHODOLOGY
A. Data Collection

To conduct this research, a combination of
primary and secondary data sources will be
utilized. Primary data will be collected through
surveys and interviews with professionals
working in the general banking industry. These
individuals will include bank managers, financial
officers, and compliance officers who possess
knowledge and experience related to general
ledger size, profitability, compliance, and
associated issues. The primary data will provide
valuable insights into real-world practices,
challenges, and perspectives.

Secondary data will be obtained from reputable
academic journals, research publications,
industry reports, and regulatory documents.
These sources will offer a comprehensive
understanding of the existing literature,
theories, and empirical studies on general
banking, general ledger size, profitability,
compliance, and associated issues. The
secondary data will serve as a foundation for the
theoretical framework and support the analysis
and interpretation of the primary data.

B. Variables and Measurements

The variables to be considered in this research
include:

1. General Ledger Size: This variable will be
measured by the number of financial
accounts, transactions, and entries
recorded in a bank's general ledger.

2. Profitability: Profitability will be assessed
using various financial ratios, such as
return on assets (ROA), return on equity
(ROE), and net interest margin (NIM).

3. Compliance: Compliance will be evaluated
based on regulatory requirements, such
as reporting accuracy, adherence to
capital adequacy ratios, and compliance
with anti-money laundering (AML) and
know-your-customer (KYC) regulations.

4. Issues Related to General Ledger Size:
The issues related to general ledger size
will be identified through qualitative data
analysis, including interviews and
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surveys, to capture the challenges faced
by banks in maintaining large general
ledgers.

C. Statistical Analysis - Kurtosis

Kurtosis is a statistical measure used to assess
the shape and distribution of a dataset. In this
research, kurtosis will be employed as a tool to
analyze the distribution of the data related to
general ledger size, profitability, compliance,
and associated issues. By calculating the
kurtosis coefficient, we can determine whether
the data exhibits a normal distribution or if it
deviates significantly from normality. The
kurtosis analysis will provide insights into the
characteristics and patterns of the variables
under investigation, aiding in the interpretation
of the research findings.

The statistical analysis will also include
descriptive statistics, such as means, standard
deviations, and correlations, to examine the
relationships between general ledger size,
profitability, compliance, and issues.
Additionally, regression analysis may be
employed to assess the impact of general ledger
size on profitability and compliance, controlling
for other relevant variables.

Overall, the combination of qualitative and
quantitative analysis techniques, including
kurtosis, will enhance the robustness of the
research and provide a comprehensive
understanding of the dynamics between general
ledger size, profitability, compliance, and
associated issues in the general banking
industry.

IV.  RESULTS AND ANALYSIS
A. General Ledger Size and Profitability

To investigate the relationship between general
ledger size and profitability, fictional data was
collected from a sample of 50 banks. The general
ledger size was measured by the number of
financial accounts and transactions recorded,
while profitability was assessed using the return
on assets (ROA) ratio. The data was analyzed
using descriptive statistics and correlation
analysis.
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Table 1: Descriptive Statistics for General
Ledger Size and Profitability

Standard
Deviation

Variable Mean

General Ledger | 250,000 | 50,000
Size

Profitability 0.05 0.01
(ROA)

Table 1 presents the descriptive statistics for
general ledger size and profitability. The mean
general ledger size was 250,000 financial
accounts and transactions, with a standard
deviation of 50,000. The mean profitability,
measured by the ROA ratio, was 0.05, with a
standard deviation of 0.01.

Correlation analysis was performed to examine
the relationship between general ledger size and
profitability. The correlation coefficient was
found to be 0.35, indicating a positive but
moderate correlation between the two variables
(p < 0.05). This suggests that there is a tendency
for larger general ledger sizes to be associated
with higher profitability.

B. General Ledger Size and Compliance

The relationship between general ledger size
and compliance was assessed using fictional
data collected from the same sample of 50
banks. Compliance was measured based on a
composite score reflecting adherence to
regulatory requirements, reporting accuracy,
and compliance with capital adequacy ratios and
AML/KYC regulations. Descriptive statistics and
correlation analysis were conducted.

Table 2: Descriptive Statistics for General
Ledger Size and Compliance

Variable Mean Standard
Deviation

General 250,000 50,000

Ledger Size

Compliance 75 10
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Table 2 displays the descriptive statistics for
general ledger size and compliance. The mean
general ledger size was 250,000 financial
accounts and transactions, with a standard
deviation of 50,000. The mean compliance score
was 75, with a standard deviation of 10.

Correlation analysis revealed a negative
correlation coefficient of -0.28 between general
ledger size and compliance (p < 0.05). This
suggests that larger general ledger sizes tend to
be associated with slightly lower levels of
compliance. However, further analysis and
investigation are necessary to determine the
specific factors contributing to this relationship.

C. General Ledger Size and Issues

To explore the issues related to general ledger
size, fictional data was collected through
interviews with professionals in the general
banking industry. The data was analyzed
qualitatively, identifying common themes and
challenges associated with maintaining large
general ledgers.

Table 3: Issues Related to General Ledger
Size

Issue Frequency

Data management | 20
and organization

System scalability | 15
and performance

Operational 12
inefficiencies
Information 10
retrieval and
accessibility

Increased risk of | 8
errors and data
integrity
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Table 3 presents the identified issues related to
general ledger size. The most frequently
mentioned issue was data management and
organization, with 20 respondents highlighting
the challenges in handling large volumes of
financial data. System scalability and
performance, operational inefficiencies, and
information retrieval and accessibility were also
common concerns. Additionally, respondents
expressed concerns about the increased risk of
errors and data integrity associated with
managing large general ledgers.

These findings highlight the practical challenges
faced by banks in maintaining large general
ledgers, emphasizing the importance of
implementing robust data management systems,
scalable infrastructure, and efficient processes
to mitigate these issues.

Overall, the results suggest that there is a
positive correlation between general ledger size
and profitability, a negative correlation between
general ledger size and compliance, and several
common challenges associated with maintaining
large general ledgers in the general banking
industry. These findings provide insights into
the dynamics between general ledger size,
profitability, compliance, and associated issues,
contributing to a better understanding of the
complexities faced by banks in managing their
financial records and operations.

V.  DISCUSSION
A. Interpretation of Results

The results of this research indicate a moderate
positive correlation between general ledger size
and profitability in the general banking industry.
This suggests that larger general ledger sizes
may be associated with higher profitability for
banks. One possible explanation for this
correlation could be that banks with larger
general ledgers have a greater capacity to
handle a higher volume and variety of financial
transactions, potentially leading to increased
revenue generation and efficiency. However,
further investigation is required to explore the
underlying mechanisms driving this
relationship.
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On the other hand, the results reveal a negative
correlation between general ledger size and
compliance. Larger general ledger sizes are
associated with slightly lower levels of
compliance with regulatory requirements. This
finding suggests that managing larger general
ledgers may pose challenges in meeting
reporting accuracy, capital adequacy ratios, and
AML/KYC regulations. Future research should
delve deeper into the specific factors
contributing to this relationship and explore
potential strategies to enhance compliance
while managing large general ledgers effectively.

The qualitative analysis of issues related to
general ledger size highlights common
challenges faced by banks, including data
management and  organization, system
scalability and performance, operational
inefficiencies, information retrieval and
accessibility, as well as increased risks of errors
and data integrity. These findings underscore
the importance of implementing robust data
governance practices, scalable infrastructure,
efficient processes, and advanced technologies
to address these challenges and optimize the
management of large general ledgers.

B. Implications for General Banking

The findings of this research have several
implications for the general banking industry.
Firstly, recognizing the positive correlation
between general ledger size and profitability can
inform banks' strategic decision-making. Banks
may consider investing in infrastructure and
technology to efficiently handle larger general
ledgers, enabling them to capitalize on potential
revenue opportunities and enhance profitability.

Secondly, the negative correlation between
general ledger size and compliance highlights
the need for banks to pay particular attention to
regulatory  requirements and reporting
obligations when managing large general
ledgers. Banks should focus on implementing
effective processes, robust control mechanisms,
and comprehensive compliance frameworks to
mitigate the challenges associated with
maintaining compliance while managing
complex financial records.
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The identified issues related to general ledger
size emphasize the importance of continuous
improvement in data management practices,
system scalability, operational efficiency, and
information retrieval capabilities. Banks should
consider adopting advanced technologies, such
as data analytics, automation, and cloud-based
solutions, to address these issues and streamline
general ledger management processes.

C. Limitations and Future Research

This research is not without limitations. Firstly,
the findings are based on fictional data and
should be interpreted with caution. Future
research could utilize real-world data from a
larger sample of banks to enhance the
generalizability of the results.

Secondly, the research focused primarily on the
relationship between general ledger size,
profitability, compliance, and associated issues.
Further exploration of other variables, such as
bank size, market conditions, and regulatory
frameworks, could provide a  more
comprehensive understanding of the dynamics
in the general banking industry.

Additionally, the research primarily employed
quantitative and qualitative analysis methods.
The inclusion of more advanced statistical
techniques and econometric models could
provide deeper insights and facilitate more
robust analyses.

Furthermore, the research did not delve into the
specific strategies and practices employed by
banks to overcome the challenges related to
general ledger size and enhance profitability and
compliance. Future research could investigate
best practices and examine case studies to
identify effective approaches in managing large
general ledgers while ensuring profitability and
regulatory compliance.

In conclusion, while this research provides
initial insights into the relationship between
general ledger size, profitability, compliance,
and associated challenges in general banking,
further  investigation is necessary to
comprehensively understand these dynamics.

652



Journal of Harbin Engineering University
ISSN: 1006-7043

By addressing the limitations and expanding on
the research scope, future studies can contribute
to the advancement of knowledge in this field
and provide valuable guidance for banks in
optimizing  general ledger  management
practices.

VL. CONCLUSION

In conclusion, this research has explored the
relationship between general ledger size,
profitability, compliance, and associated issues
in the context of general banking. The findings
indicate a moderate positive correlation
between general ledger size and profitability,
suggesting that larger general ledger sizes may
be associated with higher profitability for banks.
However, there is a negative correlation
between general ledger size and compliance,
indicating that managing larger general ledgers
can pose challenges in meeting regulatory
requirements.

The qualitative analysis of issues related to
general ledger size revealed common challenges
faced by banks, including data management,
system scalability, operational inefficiencies,
and information retrieval. These findings
highlight the importance of implementing
robust data governance practices, scalable
infrastructure, and efficient processes to
address these challenges effectively.

The implications of this research for the general
banking industry include the need for strategic
decision-making considering the relationship
between general ledger size and profitability.
Banks should also prioritize compliance efforts
and invest in technologies and processes that
optimize general ledger management while
ensuring regulatory compliance.

It is important to acknowledge the limitations of
this research, including the use of fictional data
and the scope of analysis. Future research
should consider using real-world data from a
larger sample and explore additional variables
and more advanced statistical techniques to
enhance the validity and generalizability of the
findings.

Vol 44 No. 8
August 2023

Overall, this research contributes to the
understanding of the dynamics between general
ledger size, profitability, compliance, and
associated challenges in the general banking
industry. By addressing these dynamics
effectively, banks can optimize their financial
operations, enhance profitability, and ensure
compliance with regulatory requirements,
ultimately leading to a more robust and
sustainable banking sector.
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