
PART.VI

CASE STUDIES

Section 1 A Large Private Sector Bank



Part VI ; Case Studies

.Section VI.1 A Large Private Sector Bank

To understand the Bar.1' Lending Practices/(BLP)/ followed by 
the private sector banks, an attempt has ^>eex^ i.;ade^ere to 
study the! fiend ingoat tern of one of the Largest/ Sclysduled/^> /TV( Private? ; Sector f Banks in the country. The data and other
information was made available by the bank management on the 
condition of confidentiality about the identity of the Bank. 
The name of the Bank as such is not disclosed here. The 
following table reflects the present status of the bank and 
the overall progress made by it during the planning period.

The table below reflects that the paid-up capital and 
reserves of the Bank had shown 33 fold increase during the 
planned period^ The deposits and advances were Rs.269,82 
lakhs and Rs.76.84 lakhs at the end of the First Five Year 
Plan respectively. On 31st March, 1989 the deposits had 
witnessed 230 times increase and advances had shown 388 
times increase. The figures of investment in approved 
securities had shown 200 times increase during the planned 
period. Net profit of the Bank was Rs.0.33 lakhs at the 
end of the first plan which increased to Rs. 125.27 lakhs on 
31st March, 1989.
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Present Position

According the Chairman of the Bank'(Speech at the 47th Annual General Meeting of theShareholders on September 1, 1990):

(1) The profits had witnessed a remarkable improvement 
and were at Rs . 161.36^JLakhs as compared to Rs. 
125.27 lakhs for the year 1988-89. -

(2) Owned funds of the Bank had crossed Rs. 10 crores 
mark in the year 1989-90.

(3) The deposits and advances of the Bank scaled new 
heights to Rs. 720.44 crores and Rs. 364.23 crores 
respectively.

(4) With a view to further strengthen the capital 
base.it has been proposed to raise the paid up
capital of the Bank from Rs. 1.75 crores to Rs. 
2.50 crores by offering 75,000 shares of Rs. 100 
each at par, as right shares to the existing 
shareholders'.

(5) In keeping with the policy of mechanisation, the 
Bank installed computers at its centpaj^ofTTe^; and 
the same was operationalised. ELPMS ' /nave
already been installed at six branches?'

(6) The credit - deposit ratio had increased to 50.56 
per cent as compared to 48.21 per cent in the
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previous year.

(7) The number of branches as on march 31, 1990 had
increased to 274.

Lending Procedures and Powers

As the deployment of funds is mainly in t^e—f©rat_of advances to 
the customers, the Banlc had adopted a/simplified */ procedure for 
sanctioning of advances. To ensure prompt/ disposal of credit 
proposals received from the customers, the Board of Directors of
the Bank had revised the sanctioning powers * of different

*-----/—----—
executives with effect from 25th Octobei/, 1982. A chart showing
the revised sanctioning powers of different executives is__.as 
under:

■a
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The proposal for talcing advance is submitted by the customer 
to the branch manager along with the/hecessajry—d ocuments . The 
branch manager verifies the suitability of purpose and the 
credit^worthiness of the customer. When he is satisfied about 
these two aspects, he sanctions the amount of advances if it 
is within the competence of his sanctioning authority on the 
basis of the above table. If the amount of advance required 
is beyond his competence, he forwards the application for 
advance to the higher authority (say Regional Manager) along 
with his own comments on the proposal.

In this way, the application for advance is forwarded with 
comments to the next higher authority, under whose competence 
the sanction vqsts. The branch manager at the bottom is the 
person who makes the scrutiny of the proposal and makes 
comments on the suitability of the proposal. As such, he is 
accountable to the management for proposal, for making 
realistic assessment of credit needs and subsequent conduct 
and monitoring of the account.

All the branch managers are required to report the details 
of all the advances- sanctioned by them to their regional 
managers in the form of monthly-statements. These statements 
are scrutinised at the* regional offices and , if necessary, 

instructions are issued to the concerned branch manager.Funds Deployed^y^the^ Bank

After studying the procedure of deployment of funds an' 
attempt has been made to examines the details of funds

**>
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deployed by the Bank
total amount of funds deployed at the end of each year equal 

to 100, the percentage of funds deployed in different areas 
have been ascertained and presented in the table as follows :

Table VI.3
Percentage of Fluids Deployed During the Study Period

' ———_--- - (Percentages)
Year Cash at Money Invest- Adva- Other Total

Bank & at ments nces Assets Funds
Balances Call
with RBI

f
/ /

1983 14.79." 2.38 22.15 44.18 / 16.50 100.00
1984 16.15 0.51 23.67 43.20 16.47 100.00
1985 18.04 0.30 25.18 40.23 16.25 100.00

1986 18.94 1.11 24.84 38.38 16.73 100.00
1987 > 16.37 5.25 27.23 36.47 14.68 100.00
1988-89 16.71 2.09 26.55 37.39 17.26 100.00
Source : Annual Reports and Accounts of the Bank

The table indicates that the major part of the funds deployed 
by the Bank consists of advances. On an average, about 41 per 
cent of the total funds were deployed, during the study 
period, , in \he^Jf6rm'of advances .However, the deployment of 

funds in the form of advances revealed a declining tendency 
during the study period excepting for the latest year i.e. 
1988-89. The investments constitute about 25 percent (on an 
average) of the total funds deployed during the study period. 
The liquid assets like cash at bank, balances with RBI and 
money at call and short notice constitute about 18 per cent 
(on an average) of the total funds deployed during the study
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period. The remaining about 16 per cent (on an average) are 
invested in the form of other assets.
On further analysis, the deployment of funds in cash at bank 
and balances with RBI had registered-'yan increasing trend 
during the first four years of (the study periled? Therefore, 
it had registered a decreasing trend. Similar, is the case 
with deployment of funds in other assets. The deployment of 
funds in money at call and short notice, and investments had 
recorded a fluctuating trend. It can, thus, be said that the 
Bank had not followed a consistent policy as regards the 
deployment of funds during the study period. n _ 4./^ Q
Credit-Deposit Ratio (CDR)
The ratio of advances to deposit, better known as the Credit 
Deposit Ratio (CDR) is of great importance not only for 
individual banks but also for analysis of the working of
the banking system as a whole. As noted earlier, deposits are
the principal source of the operating funds of the bank and 
credit (or advances) is the principal avenue for the 
deployment thereof. The relationship between these two can, 
therefore, largely hint at the way the operating funds of a 
bank, are adequately deployed, under-deployed or over­
deployed. Moreover, bank credit being one of the crucial 
factors affecting the supply of money in the economy, the
Credit-Deposit Ratio becomes a focal area for monetary
control from the national economic point of view. For a bank, 
subject to the day-to-day liquidity requirements, the higher 
the Credit-Deposit Ratio, the better is the deployment

— ■_________—  __________________________ _J

position and, consequently, the earning position. However, in

f*
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an inflationary situation, a high Credit-Deposit Ratio in 
the banking system may mean too much credit, impelling the 
authorities to impose curbs. Subject to any regulating 
controls in operation, a bank seeks to optimise its Credit- 
Deposit Ratio and a low Credit-DeposjLt^RatAo indicates that
the bank is flush with funds and/should worry.]! A sustained 

Credit-Deposit Ratio of less than or©—is likely to 
adversely affect a bank's liability under current conditions,

It may be pertinent to point out that an analysis of loans 
and advances portfolio of the^j^sjdie^ bank in isolation of 

deposits it has been able to mobilise will not be quite 
meaningful, particularly in view of the Government policy of 
ensuring a balanced Credit-Deposit Ratio. An attempt has, 
theiefore, been made to study the behavior of Credit-Deposit 
Ratio of the Bank for the study period in the table given

below 1

Credit-Deposit Ratio (CDR) of the Selected Bank*/
(Rs. In lakhs)

Years Deposit) Advances.. Credit'- Increase ( + ) /
Deposit Decrease (-) 
Ratio

O'
'O

1983 26346 14983 56.87 —

1984 32565 18154 55.74 (-)1 .13
1985 37661 19155 50.86 (-)4.88
1986 44135 21789 49.36 (-)1.50
1987 51787 23167 44.73 (-)4.63

1988-89 61957 29872 48.21 (+)3.48

Source : Annual Reports and Accounts of the Ban
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It may be seen from the table that the CDR has been 
decreasing every year, except for the year 1988-89- In, the 
year 1983, the CDR of the Bank was 56.87 per cent and .after

cl L^rj-jy~'
that the ratio decreased by 1.13 per cent and reached^55.74 
per cent during the year 1984. In the year 1985 CDR fell down 
by 4.88 per cent and stood at 50.86 per cent. During the year 
1986, the decreasing trend continued, and at the end of the 
year the CDR was 49.36 per cent. Again in 1987, the 
decreasing trend was higher than previous year, the CDR was 
44.73 per cent, (decreased by 4.63 per cent as compared to 
the previous year). In the year 1988-89 there was an increase 
in this ratio and it reached to 48.21 per cent.

The reason for the decreasing trend in CDR could be due . to 
the changes made by the Reserve Bank in maintaining statutory 
liquidity. The bank was required to maintain total liquidity 
in the form of Cash Reserve Ratio (CRR) and Statutory Reserve 
Ratio (SLR) at 53 per cent.

Impact of Statutory Requirements
The Reserve Bank of India (RBI) has been making changes in 
maintaining statutory requirements by commercial banks 
decided by the 'Government of India. The banks were required 
to maintain 43.5 per cent of their net demand and time 
liabilities in the form of Cash Reserve Ratio (CRR) and 
Statutory Liquidity Ratio (SLR) in the year 1983 which had 
been increasing almost every year and this ratio has been 
fixed at 53 per cent as on the end of the study period, i.e. 
31.03.89.
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In this way a major portion of the bank's fund had to be 
invested in the form of CRR and SLR at "very low yield and a 
small .portion is left with the bank to invest in advances. 
In order to maintain profitability of the bank, it had, to 
borrow the funds sometimes from open market to fulfill their 

commitments for allowing advances to their regular borrowers, 
and also to invest the funds in high yielding area.

a8ys bbe banks have been facin8 ebaUenSes bo f u, ^ 

commitments in allowing advances in the priority area upto 40 
per cent of their advances, in which the yield is 
comparatively low. Still nthe^JbaEdcs deploy the remaining
available funds ^o selected/society )af the count n which

anks
T

it can yield maximum return on their advances so that 
profitability of the bank may show continuous rising trends. 
Hence banks, have to take all measures to deploy their funds 
in such a way so that bank's financial position is maintained 
by earning more and more profit every year. It can be
observed from the annual reports of the that the
interest paid on deposits was Rs 14.61 crores in the year 
1983 as compared to Rs 50.59 crores in the year 1988-89, 
while the income on development of funds was Rs 21.82 crores 
during the year 1983 and Rs 71.35 crores at the end of the 
year 1988-89. The interest paid on deposits increased 3.46 
times as compared to 3.27 times increase in the earnings on 
deployment of funds. Thus, it can be concluded that the yield 
on deployment of funds is slightly decreased. due to
maintaining of higher percentage of Demand and Time
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Liabilities (DTL) in the form of CRR and SLR by the Bank,

The impact of statutory requirements imposed by the Reserve 
Bank of India is the first of all the Bank\ has to make

provision for keeping funds to satisfy statutory requirements 
and the remaining available resources can be deployed in the 
form of advances to various sectors.

Hence, on the one hand banks can make efforts to increase 
their deposits every year to improve their sources of funds, 
but it leaves a little choice to invest funds in the area of 
advances at higher yield of particular amount to improve the 
profitability of the Bank, because a . large amount of 
available resources has to be preserved for the statutory 
requirements in the form of liquidity, so that the bank may
fulf^illL,/ the requirements of depositors as and when it is 
demanded by them. Apart from this, banks lend money to 
selected fellow bankers in /the shapeypf call loans, which are 
repayable on a few.days notice within limits of safety which 
are highly liquid. But the rate of interest is usually low, 
in comparison to interest charged from athers. In order to 
increase their profitability, the bank/ deploy their funds in
loans, cash credits and overdrafts to different types of 
customers. Out of these advances, it is essential to finance 
40 per cent of their total advances in the priority sector 
advances, although, the liquidity and profitability are 
comparatively less in these advances.

The manner in which these two apparently conflicting factors
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of liquidity and profitability are happily reconciled to the 
maximum benefit, calls for sound judgment and business acumen 
on the part of the banker.
Advances Structure
The Bank is a leading private sector bank in North-Western 
India. Its advances structure is divided into two parts - 
Advances to the priority sector, and the advances to non- 
nriority sector. The following table presents the advances 
structure of the Bank for the period of :

>
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Table VI .5 
Advances Structure

IRE, I- C'arEE’

Years « 983 1984 1985 1986 1987 1988-89

Secto-s
Asouni
Rs i* Aaouni X

Rs
Aaount
Rs

X Asount i,
Rs

Asnunt X
Rs

Asnunt
81 of im- h

Priority
Sector
Advances 46.99 31.36 64.74 35.66 73.05 3S.13\J33.6: 35.37 87.06 37.53

f

107.24 35.90
Other than 
Priority Sect 
Advances

or102.04 68.64 116.80 63.80 118.50 61.85 134.28 61.63 144.61 62.42 191.38 63.10

Total
Advances 149.S3 IOC.00 181.54 100.00 191.55 100.00 217.89 100.00 231.67 *00.00 298.72 100.00

Source: Annual Reports and Accounts of the Bank

The table indicates that in the year 1983 the total advances 
of the Bank were Rs. 149.83 crores out of which Rs. 102.84 
crores was given to non-priority sector and Rs. 46.99 crores 
to priority sector. The share of priority sector advances was 
31.36 per cent of the total advances. In the year 1984 the 
percentage of priority sector advances increased by 4.30 and 
reached to 35.66 per cent of total advances. The total 
advances were of Rs. 181.50 crores out of which Rs. 116.80 
crores was for non-priority sector and remaining Rs. 64.34 
crores was for priority sector.
During the year 1985, priority sector advances further 
increased and were 38.14 per cent of the total advances. The 
amount of advances to priority sector was Rs. 73.05 crores 
out of the total advances of Rs. 191.55 crores. In the year

■a
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1986, priority sector advances were of Rs. 83.61 crores, 
which consisted 38.37 per cent of total advances.
After the year 1986, the priority sector advances decreased. 
During the year 1987, the percentage of priority sector 
advances was 37.58 of total advances. The total amount of 
advances was Rs. 231.67 crores out of which Rs.87.06 crores 
was to priority sector and the remaining amount of Rs. 144.61 
crores was for non-priority sector.
In 1988-89, the percentage of priority sector advances 
further decreased to 35.90. The total advances were Rs.
298.72 crores, containing priority sector advances and
general advances at Rs. 107.24 crores and Rs. 191.48 crores
respectively.
The Bank thus could not achieve the target of 40^per cent^of 
total advances, to finance the priority sector. 'lA M -

Priority Sector Advances
Looking to the significance of advances to priority sector in 
recent years, an attempt has also been made to examine the
details oi^ advances given to priority sector by the Banken­
during the^study^pejili2id^For this purpose the priority sector
has been divided into following three categories :

1) Agricultural Finance,'
2) Small Scale Industries Finance and
3) Advances to others than the above mentioned areas.

following table indicates the amount of advanced these 
categories separately and their percentage to"t:he total 
priority sector advances each year starting from 1983 to 1989.
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Table VI.6
^ricr :ty Sects - Ad^anc or,

"?= g-;r2=\

Sectors
1983 1984 1985 !DS6 1987 1988-89

Rs %
Asotin
r>_j\ 5

4- V«. *» Asocnt
Rs

H•m A«aur.t
Rs

l Asount l
Rs

Agriculture 15.16 -rn nt 20.65 31.41 nr* *oX._ >-t. 32|27 26.50 31.71
S

26.77 30.74
\

31.B? 27.02 
/

Ssal! Scall 
Induast'ies 
!SSP 18.89 40.20 27.96

I-

fin C7 32.14

(

£7 OD *u 36.06
1

«**'»_** i*. 40.13

1
45. O'?

/

59.67 52.03
/

23.11 20.15
nn-a? Or:->_UUlCi 1 t ill
rity Sectors 12.94 27.54 17.13 26.06 17.35 23.75 2| ftp 25.17 20.16 23.17

Tn9—*’ii’.a- 46.99 100.00 65J4 100.00 73.050 100.03 83.61 100.00 87.06 100.00 107.24 100.00

Ar*r-uai Reports and Accounts of the Bank .
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It may be observed from the table that advances to the small
scale industries occupied.the major snare of total advances1up/*to priority sector during thefstudy period, which was 40.20 

per cent, 42.53 per cent, 43.98 per cent, 43.12 per cent, 
46.09 per cent and 52.03 per cent during the years 1983, 
1984, 1985, 1986, 1987 and 1988-89 respectively. The
percentages of the advances under this head been almost 
increasing year by year.

The next major priority sector talcing the advances from the 
bank was the agriculturalsector, The percentages of advances 
to agricultural sector were 32.26 per cent, 31.41 per cent, 
32.27 per cent, 31.71 per cent, 30.74 per cent and 27.82 per 
cent during the years 1983,-1984, 1985, 1986, 1987 and 1988- 
89 respectively. In other words, advances to agricultural 
sector is receeding throughout the period of study.

The rest of the advances to the priority sector were given 
under various categories not included above. The share of 
this head into priority sector advances was 27.45 per cent, 
26.06 per cent, 23.75 per cent, 25.17 per cent, 23.17 per 
cent and 20.15 per cent during the years 1983, 1984, 1985, 
1986, 1987 and 1988-89 respectively.

The table thus shows that the major head of priority sector 
advances was advance to small scale industries followed by 
agricultural advances and other advances.
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Advances to Weaker Sections
There are several schemes announced by the Governments and 
the RBI to give financial assistance under priority sector in 
general and particularly to the people of weaker sections. An 
attempt has been made to indicate the advances given under 
some of these schemes,

1. Integrated Rural Development Programme (IRDP),
2. Differential Interest Rate Scheme (DRI),
3. Advances to Small and Marginal Farmers,
4. Advances to Village and Cottage Industries, and
5. Schemes for the Development of Scheduled Castes 

& Scheduled Tribes.
The following table presents the details of the advances made
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Table VI.7
?r :c-:ty 8s :tcr Advances to liesto-

*0- rv~ 'SE'

1933 1984 1985 - 1986 4:987 1988-89
jKu _U- b

ftscunt
Rs

X Ksount
Rs

7 fisojni 3
Rs

Asaunt
Rs

A Ssount
9s

I ^ICuCt

* 3
X

I.RJ.P. - 2*3- s.?8 •7 * to"T * Ou 3.27 4.«8 _• * / 2* 4.?6 4.67 5,3b 6,60 6.13

O.I. n A? * MC 1.09 * to• ij. f 7T7 t go 1.62 1,94 1.45 * L-* 1.48/ 1.3E

Siall and
Sa-gina!
fa^se-s *» e?n 7.49 4.40 6.50. 5.35 7.32 6.32 7.56 7.55 8.67 O TA 9.05

Village and
Cottage
Industry 0.3? 0.72 0.36 9.55 0,62 G.35 A O*V*U-r 1,00 f nnx *x.7 1,48 ♦ *Qi *.*»« ♦ TO* * JU

5.C./S.T. 4.1C 8,73 «r 00 0 'ft 6,92 9.47 O^tr 01 * r a 9.62 11.05 .12.10 11.28

Total 10,98 ^ 77*.Jtuu >14.T7 22.81 17.49 23.94 20.66 24.71 24.58 28.23 31.38 29.50

______ __________ _____ ________——---------------———
Source: Annual Reports and Accounts of tbe Rant
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The table shows that the advances given by tbe Bank under 
various schemes to the weaker sections of the society had 
witnessed an increasing trend during the period.

?---------———~i

During the above period, the share of the weaker sections 
advances was in the range of 23.37 per cent to 29.25 per 
cent. In the years 1984, 1985 and 1986 the share of weaker 
sector was 22.81 per cent, 23.94 per cent and 24.71 per cent
respectively. In the year 1987, the advances to weaker
section increased and stood at 28.23 per cent of the total
advances to priority sector. At the end of the period i.e. on 
31st March 1989, 29.25 per cent of total advances to priority 
sector were given to weaker sections.

Advances under the IRDP scheme was in the range of 4.98 per 
cent. The share was almost stable during the years 1983, 
1984, 1985 and 1986. In the year 1987 the advances under IRDP 
was 5.36 per cent of total advances to priority sector which 
increased to 6.15 per cent in the year 1988-1989.

Under the DRI scheme the amount of advances was about 2 per 
cent of total advances to priority sector, during the each 
year of the period. In the year 1983, 1984, 1985, 1986, 1987 
and 1988-89 the share of advances under DRI scheme was 1.45 
per cent, 1.68 per cent, 1.82 per cent, 1.94 per cent, 1.67 
per cent and 1.38 per cent of total advances to priority 
sector, respectively.

Under the weaker sections, a major portion of funds was 
advanced to small and marginal farmers. During the study
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period, the advances under this head; jranged between 7 per 

cent to 9 per cent of total advances to priority sector. In

the years 1983, 1984, 1985, 1986, 1987 .and 1988-89 the 

percentage was 7.49, 6.80, 7.32, 7.56, 8.67 and 9.06 of total 

advances to priority sector, advances to small and marginal 

farmers, respectively.

The Bank had also given advances to village and cottage 

industries, which also come under the weaTter sections. 

Advances made to the cottage and village industries in the 

years 1983, 1984, 1985, 1986, 1987 and 1988-99 were 0.72, 

0.56, 0.85, 1.00, 1.48 and 1.38 per cent of total advances to 

priority sector, respectively.

The advances to Scheduled Castes and Scheduled Tribes (SC/ST) 

had the largest share under advances to wealcer sections shown 

in the table. During the period, the percentage of priority 

sector advances to this category was 8.73, 9.10, 9.47, 9.75, 

11.05 and 11.28 in the years 1983, 1984, 1985, 1985, 1987 and

1988-89 respectively,

Recovery Position,
The major portion of the Banlc’s advances/ are) payable advances 

on demand ancr a small portion is deployed by way of term

isloans. The yBanlc records the position of recovery whir. 

payable after some time in the form of term loan. In priority

sector advances, almost all the advances are made in the form 

of term loan, the recovery position of these term loan 

advances to priority sector has been shown in the following

table:
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Table VI.8

Recovery PoWsition of Priority Sector Advances

Years

1983

1984

1985

1986

1987 

1988-89

Demand during 
the year

RecVgrey
year

during

(Rs in Crores)

Overdue, during 
the yeetr

Amount % Amount % Amount %
Rs
—

Rs
—

Rs
—

13.11 100.00 6.53 49.78 6.58 50.22

16.10 100.00 8.45 52.50 7.65 47.50

16.96 100.00 8.12 47.89 8.84 52.11

16.38 100.00 6.82 41 .64 9.56 58.36

22.73 100.00 9.29 40.89 13.44 59.11

31.99 100.00 13.1,7
On

'AtfL, 16tlV i,13-82 58.84

Source: Personal Survey 
-----------

The l tattle indicates an increasing trend in the amount of 

total demand and recovery during the study period. The total

demand in the beginning of the study period was Rs. 13.11 

crores out of which the recovery amounting to Rs. 6.53 crores 
only was mad^T^thus, leaving an amount of Rs. 6.58 crores 

overdue on 31st December. 1983. On the day of March, 31st 

1989 the total demand was Rs. 31.99 crores out of which only 

Rs. 13.17 crores were recovered, leaving an amount of Rs.

18.82 crores as overdue. Thus, overdues went on increasing 

from year to year, except in the year 1986.

r ~yf~x', the percgnyage^In terms of percentage, th^ percgnyarecovery to total 

demand was 49.78 at the end of the year'1983. There was an 

improvement in the position of recovery during the year 1984

•A
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as the percentage of recovery to demand increased to 52.50. 
Later on this percentage recorded a decreasing trend in the 
years 1985, 1986 and 1987. During the 15 month period ending 
on Harch 31, 1989 the Bank has made efforts to improve the 
recovery. Due to efforts of the bank the percentage of 
recovery to demand reached 41.16 figure indicating a slight 
improvement as compared to that of the previous year.

Looking at the percentage of overdue amounts to demand it can 
be said that this percentage was 50.22 in the beginning year 
1983 and this has increased to 58.84 by the year 1988-89. 
Thus, it can be concluded that the percentage of recovery of 
the priority sector advances is far from satisfactory and the 
balance of overdue amount had showed a increase over the

The following table reflects the position of recovery of the 
agricultural advances ip the selected large Scheduled Private 
Sector bank:

years.

Recovery of Agriculture A
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Table VI.9

Years

A
,1'

Recovery Pops'ist i on of the Agriculture Advancesy/ \ /\ (Rs in Crores)
Demand during 
the year

Recoverey during 
year

Overdue during 
the year

Amount
Rs

% Amount % 
Rs

Amount
Rs

'b

1983 3.39 100.00 1.60 47.77 1.79 52.83
1984 4.86 100.00i 2.28 46.94 2.58 53.06
1985 7.12 100.00 4.08 57.33 3.04 42.67
1986 7.17 - 100.00 3.91

r~\.
50.78 3.80 49.22

1987 9.73 100.00 4.46\\ 45.83 5.27 54.17
1988-89 13.50 100.00 5.7#-/ 42.81 7.72 57.19

'€r;/Source: Personal Survey.
V f\/ '

vIt may be observed from the above table that the recovery of 
the agriculture advances is in the range o^48 per cent to 43^)
per cent total demand in the sector during 1983 to 1989 
period. In the case year 1983 the recovery was 47.77 per cent
of total demand, aijd further decreased to 46.94 per cent in 
1984. In 1985, the recovery position was quite satisfactory 
at 57.33 per cent of total demand of Rs. 7.12 crores. But the 
position was not maintained during the subsequent years, as 
the percentage of recovery to demand had decreased over the 
years due to continuous drought. At the end of the year 1986, 
the recovery amount of agriculture advances was Rs. 3.91
crores which was 50.78 per cent of total demand. In 1987, it'
decreased to 45.83 per cent of total demand. At the end of
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the period i.e. on 31st March, 1989 the decreasing trend of 
recovery of agricultural advances still continued 3,nd it was 
42.81 per cent of the total demand.

Recovery of advances to Small Scale Industries 
The second largest area of priority sector advances is the 
Small Scale Industries (SSI). The following table reflects
recovery position of the Bank in the SSI sector during the

<—  -----------■ "

study period :

Table VI.10
Recovery Position of Small Scale Industr-ies Advances

(Rs in Crores)
Demand during 
the year

Years -------------
Amount % 
Rs

1983
1984
1985
1986
1987

3.43 100.00
4.41 ^100.00

1988-89 8.72 100.00

Secoverey during Overdue during
year the year

Amount % Amount %
Rs
—

RS ' l
—

1.84 53.62 1 46.38
2.31 52.417 2.10 47.59
0.84 26.90 r 2.29 73.10
0.68 21.39 78.61
1.25 27.18 3.36 72.82
4.02 46. IS''' 4.70 53.85

Source: Personal Survey^^

It jnay be observed from the above table that in the first two 
years the Banlc had achieved a recovery of 50 per cent and 
above. In 1983 and 1984, the recovery was 53.62 per cent and 
52.41 per cent of total demand, respectively. The position 
did not remain satisfactory in the following years. In 1985,

-6
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the recovery percentage decreased by 50 per cent in 
comparison to the previous year, as the recovery percentage 
was only 26.90 per cent of total demand. The decreasing trend 
of recovery continued in the year 1986 also as the recovery 
percentage indicates only 21.39 of the total demand. In 1987, 
the recovery position slightly improved and reached a level 
of 27.18 -per cent of the total demand. At the end of 15 
months period i.e. on March 31, 1989, recovery position in 
SSI was quite better as it witnessed a 46.15 per cent 
recovery of total demand.
Recovery Position in Other Prioi'ity Sector Advances
The priority sector advances to other than agricultural
sector and- Small Scale Industries sector are included in
other priority sector advances. The following table reflects 
the recovery position in other priority sector advances:

Recovei'y Position of Othei^PriorTable VT . 11
ityySector Advances

(Rs in Crores)

Years
Demand during 
the year
Amount %
Rs

Recoverey during 
year
Amount %
Rs

Overdue during 
the year
Amount %
Rs

1983 6.30 100.00 3.09 . 49.05 3.21 50.95
1984 6.82 100.00 3.86 56.60 2.96 43.40
1985 6.70 100.00 3.20" 47.76 3.50 52.240
1986 5.50 100.00 2.2-T 40.55 3.27 59.45
1987 8.39 100.00 3.58 42.67 4.81 57.33
1988-89 9.78 100.00 3.37 34.44 6.41 65.56
Source: Personal Survey.
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The table shows the position of recovery in other priority 
sector advances to the Bank during the study period. The
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