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Part VI : Case Stu

Section VI.1 A Large Private Sector Bank

To understand the Ban' Lending Practicesg followed by
the private sector banks, an attempt has/pee wade ere to

study the{ Iendin attern of one of th Largest Scégduled

2N e ~
{ 329 ate{ /' Sector | 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

planne periocd.) The deposits and advances were Rs.269.82
lak¥hs and Rs.76.84 lakhs at the end of the First Five Year

lan respectively. On 3lst March, 1989 the deposits had
witnessed 230 times increase and advances had shown 388
times increase. The figures of investment in approved

sccurities had shown 200 times increase during the planned

period. Nel profit of the Bank was Rs.0.33 lakhs at the
m

end of the first plan which increased to Rs. 125.27 lakhs on

R S

31st March, 1989.
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~

Present Position

According the

Chairman of the Bank- {Speech at the 47th Annual

General Meeting of the xhareholders on September 1, 1990):

(1)

(2)

(3)

(4)

(5}

(6)

The profits had witnessed a remarkable improvement

and were at Rs. 161.%2(}akh5 as compared to Rs.

W2

125.27 lakhs for the year 1988-89. .

Owned funds of the Bank had crossed Rs. 10 crores

mark in the year 1989-90.

The deposits and advances of the Bank scaled new

heights to Rs., 720.44 crores and Rs. 364.23 crores
ettt o b A | -
respectively.

With a wview to further strengthen the capital

base, it has been proposed to raise the paid up

WM

capital of the Bank from Rs. 1.75 crores to Rs.
T B P RREEES

2.50 crores by offering 75,000 shares of Rs. 100

o

each at par, as right shares to the existing

shareholders’.

In keeping with the policy of mechanisation, the

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 _of advances to

the customers, the Bank had adopted a/simplified | procedure for
sanctioning of advances. To ensure promp disposal of credit
proposals received from the customers, the Board of Directors of
the Bank had revised the sanctionin powers - of different
executives with effect from 25th October/, 1982. A chart showing
the revised sanctioning powers of different executives is _as

under:
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The proposal for taking advance is submitted by the customer

ecessa ocuments. The

branch manager verifies the suitability of purpose and the

to the branch manager along with 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
et

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 vests. The branch maﬁager at the bottom is the
W
person who makes the scrutiny of the proposal and makes

conments on the suitability of the proposal. As such, he is

accountable to the management for proposal, for making

realistic assessment of credil 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
s T ’

managers in the form of monthly .statements. These statements
are scrutinised at the regional offices and , 1f necessary,

instructions are issued to lhe concerned branch manager.

Funds Deployed the Bank
After studying the procedure of deployment of funds an

attempt has been nmade to examines the details of funds
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deployed by the Bank \“ during th étudy p;;;;;:>Taking the

total amount of funds deployed at the end of each year egual
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 Funds Deployed During the Study Period
(Percentages)
Year Cash at Money Invest- Adva- Other Total
Bank & at ments nces Assets Funds
Balances Call P
with RBI . v P
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
e e

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 he total funds were deployed, during the study

period, /{i\tgg/f6;;\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
r’/_‘—_/____—-——w"'*’w

average) of the total funds deployed during the study period.

The 1liquid assets like cash at bank, balances with RBI and
eLS ~iXe cash al bank, tasanees with 2P @

money at call and short notice constitute about 18 per cent
’W”’/ -

(on an average) of the total funds deployed during the study
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periéd. The remaining about 16 per cent (on an average) are
invested in the form of other assets.

On further analysis, the deployment of funds igﬁg§§ﬁ_§§~wbank

and balances with RBI had r€§i§3 —yan  increasing trend
A
during the first four years of (the study peried.) Therefore,
WW*-»-'::’—/“’ . e

it had registered a decreasing trend. Similar, is the case
with deployment of funds ngﬁﬁiiéi;sets. 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 conéistent policy as regards the

/g
_ ) f&:%é&@,y
Credit-Deposit Ratio (CDR) |

——— oy

The ratio of advances to deposit, better known as the Credit
S

deployment of funds during the study period.

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
wm

the principal source of the operating funds of the bank and

credit (or advances) is the principal avenue for the
depioyment thereof. The relationship between these two can,

therefore, largely hint at the way the operating funds of a

e

bank, are adequéfsizwmgggzgzggimwggder—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 %or 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

position and, consequently, the earning position. However, in
R e SN wal
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an inflationary situation, a high Credit-Deposit Ratio in
. el

the banking system may mean too much credit, impelling the
authorities to impose curbs. Subject to any regulalting
controls in operation, a bank seeks to optimise its Credit-
Deposit Ratio and a low Credit-Deposit-Ratdo indicates that

/

the ©bank is flush with funds and/Should worry.? A sustained

Credit-Deposit Ratio of less than is 1likely to

adversely affect a bank's liability under current conditions.

It may be pertinent to point out that an analysis of 1loans

and advances portfolio of the/?' the bank in isolation of

deposits it has been able to mobilise will not be quite

meaningful, particularly in view of the Government policy of

o

ensuring a balanced Credit-Deposit Ratio. An attempt has,
therefore, been made to study the behavior of Credit-Deposit

Ratio of the Bank for the study period in the table given

below : \*—i::;ydzgmijb{‘QNAikq
W/G‘J)b/
Table vI.4 A% //

h
.,

Credit-Deposit Ratio (CDR) of the Selected Bankv/}
{(Rs. In lakhs)

. e it e s . s S, g Sl Y W Yo S o i M e Vi e e S ok S W S WS i T i Tt i Tt A Yo Ao T Bl it o S e S e S ey o e o e

Years Deposity Advances Credit~ Increase (+) /
Deposit Decrease {(-)
Ratio
%
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 BankV/O

L B e PO
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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

R
year 1983, the CDR of the Bank was 56.87 per cent and ,after

ﬁ,éwﬁu}”
that the ratio decreased by 1.13 per cent and reached/u55.74
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

FOTES e cot]
e

1986, the decreasing trend continued, and at the end of the
year the CDR was 49.36 per cent. Again in 1987, hthe
‘decreasing trend was higher than prev;;;s vear, the CDR was
44 .73 per cent, (decreased by"4.63 per cent as compared- gb
the previous year). In the year 1988‘%2_EEE£E~E§§~an increase

in this ratio and it reached to 48.21 per cent.
W%

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 Dy 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 périod. 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 profitabilityv of the bank, it had,.  to
borrow the funds sometimes from open market to fulfill their

compitments for allowing advances to their regular borrovers,

/

These days the banks have been facing challenges to fulfifl

and also to invest the funds in high yielding area.

l~
commitments in allowing advances in the priority area upto 40

per cent of their advances, in which the vield is

*

s deploy the remaining

comparatively low. Still qthe/b

available funds (to Selecteé{society of the country in which

\_J/z%

it c¢an 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 wmore profit every year. It can be

observed from the annual reports of the b nk ) that the

interest paid on deposits was Rs 14.61 crores in the vyear
pU—
1983 as compared to Rs 50.59 crores in the year 1988-89,
P
—

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

»

e
times as compared to 3.27 times increase in the earnings on

deployment of funds. Thus, it can be concluded that the yield

on deploynent of funds is slightly decreased, due  to
M
W

maintaining of thigher percentage of Demand and Time
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Liabilities (DTL) in the form of CRR and SLR by the Bank.
e

The fmpact of statutory requirements imposed by the Reserve
Bank of India is thevfiz§§:§£;£££:£££::§;;£>§has to make
provision for keeping fﬁhds to Saéisfy statutory requirements
and the remaining available resources can be deployed in the
form of advances to various sectors.
e T
Hence, ﬂon the one hand banks can make efforts to increase
their deposits évery vyear to improve their sources of funds,
but it leéves a little choice to invest funds in the area of
advances at higher yield of particular amount to i?prove the
profitability of the Bank, because a . large amount of
available resources has to be preserved for the statutory
. ) e

requirepents in the form of liquidity, so that the bank may
ful i{:j the requirements of depositors as and when it is

Szl [
demanded- by them. Apart from

§§§§§ banks lend ‘money to
selected fellow bankers in(the shapelof call loans, which are

repayable on a few.days notice within limits of safety which
are highly liquid. But the rate of interest i1s usually 1low,
in comparison to interest charged fr:i/ythers. In order to

increase their profitability, the ban deploy their funds in

—
lcans, 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 1liquidity and profitability are

comparatively less in these advances.
e e

The manner in which these two apparently conflicting factors

318



of liquidity and profitability are happily reconciled to the

maximum benefilt, calls for sound judgment and business acumen

on the part of the banker.
TS

Advances Structure

The Bank is a leading private sector bank in North-Western

India. 1Its advénces structure is divided into two parts -

Advances to the priority sector, and the advances to non-
[

priority sector. The following table presents the advances

structure of the Bank for the period of
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Takle V1.5

Advances Structure v
iRz, % Drorez

Years 1983 1984 15983 ) 1984 1987 1988-89

Asount A flmount % Agount % Azount 3 faount % Asount %
Secioms Rs Rs Rs Rg Rs Rs 0{ l,otu“ Zé’/}

{

Priarity
Sector -
Advances 36.99 IGE 0 7Y TR TRLOS 35,13\\\“§3.é: 70,77 87,06 .58 10024 TS0
Other than

Prigrity Secter

fdvances 102.88  A8.43 11480 &3.80  IIB.G0 AL.BR 1328 GILET 144081 82,87 19148 A6

-

Total
Advances 239,82 106,00 IBL.G4 100,00 191,35 100,00 217.89 100.00 231,57 100,00 293.77 0.0

Source: Anpual Reparis and Accounts of the Bank -
> pe——

The table indicates that in the year 1983 the total advances
éf 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 prior?f; sector. The share of priority sector advances was
31.36 per cent of the total a&vances. In the year 1984 the
percentage of prigfifsziffgfwigz?nces 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 vyear
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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 vyear 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.
[N

i

298.72 crores, containing priority sector advances and
general advances at Rs. 107.24 crores and Rs. 191.48 crores

respectively. N I /(‘N Q?L

The Bank thus could not achieve the target of 40 0 _per centLb
/

total advances, to finance the priority sector. kétﬁ}r”

Priority Sector Advances
Looking to the significance of advances to priority sector in
recent years, an attempt has also been made to examine the

detaila o advan es given to priority sector by the Bank
P@vﬂ‘ jﬁ*
during |the study\pggégd*\for this purpose the priority sector

W
has been divided into following three categories

1) Agricultural Finance,™ x////

2) Small Scale Industries Flnance and

&3 §t$¢ﬂ1 3} Advances to others than the above ment1oned areas

z%ég/?g;10w1ng table indicates the amount of advAnced these

categories separately and their percentage t&~ the total

priority sector advances each year starting from 1983 to 1989.

-
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Table V1L.&

Prinrity Becige Adanges

S

ToiepT 984 1985 1004 19497 1998-09
Sectors &
Ampunt Y Ascurt % fasunt 1 Bsoept S fanunt 1 HETTH N |
s ig fis s fs Rs
Agriculturz 15,16 32,26 20,65 Ti.Al 2TRT 3T DALEC 3L 2677 2.1y e e
Fzall Scall / . } ) /
Induastrisz
1550 1887 £0.30 27.9% 82.5T TR 43R I 21202047 a5 5947 2T
” {
Oiher Prio- .
rity Ssctors 12,94 27,54 17,43 AOH 1733 23T MLeS ML T S S V04 B 1 I8 L

Total 25,99 100.00 5.7 100,00 TI.0B0 100,80 8T.A1 100,00 B7.0A 100,00  107.24 100.00
Socrza; Aspear Repords and Accounts of the Baek \ .

lkwf’) :

&N* m/wﬁ

o 7 AT
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It may be observed from the table that advances to the sma}}fﬁﬂ/
scale industries occupied.the majggﬁi-%re of total advances
to priority sector during the gégézﬁggzigg, which was 40.20
per cent, 42.53 per cent, 43.98 per cent, 42.12 per cent,
46 .09 per cent and 52.03 per cent during the vyears 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 taking the advances from the
bank was the agfisgifgziilgggzgr. The percentages of advances
to agricultursi sector were 32.26 per cent, 31.41 %er cent,
. 32.27 per cent, 31.71 per cent, 30.74 per cent and 27.82 per
cent durihg the years 1983, .1984, 1985, 1986, 1987 and 1988-

89 respectively. In other words, advances to agricultural

sector is receeding throughout the pericd of study.
‘.—..——/'MM

The rest of the advances to the priority sector were given
under various categories nogmigsiggsghﬁggye. 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
Rt

agricultural advances and other advances.
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Advances to Weaker Sections

There are several schemes announced by the Governments and
the RBT to give financial assistance under priority sector in
general and particularly to the people of weaker sections. An
attempt has been made Yo 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

under thgﬂ;;;;;;Q;;zE:;;;ﬂkf the commun1ty
b 3 5 o \//&éﬁ

\w’“\v‘“ \u ﬂ\/
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Priprity Cector Adeances bo Wesler Szotlons
M 1982 ems . 1985 1997
Sectors - - -
Aggunt 3 fpount 7 Bmpaal % Bzaunt x Azpun* 1
% 25 - Rs Rz 8z .
LRLP, - 2,32 % 00 5.63 .7 .88 .73 8,24 LY
LRI .22 LS 109 5 A .82 L&2 '35 .55 L.E7
Szall and
¥arginal
farzers LB T £.53 6,30 535 .32 832 1,58 7.5 B.A7
Yillage and :
Cotisge .
Industry 8.3 0.72 078 0,58 0.82 ¢.35 L 1.00 .27 1.58
- Wm
ST L34 Rt c.89 L . I 9.87 .15 2,73 9.62 11,85
Total e N LT et 1nAy 0 IR 0.6 24T 2,58 28.7%

Source: Annual Reporis snd Acoounts of the Bagt
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The table shows that the advances given by the Bank under
various schemes to the weaker sections of the society had

witnessed an increasing trend during the period.
P — T

During the above period, the share of the we;ker 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 IﬁDP scheme was in the range of 4.98 per
cent. The share was almost stable during the vyears 1983,
1984, 1985 and 1986. In the year 1987 the advances undgr 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
vear 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 maijor portion of funds was

advanced to small and marginal farmers. During the study
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period, the advances under this head/ ) ranged between 7 per

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

P e

the years 1983, 1984, 1985, 1986, 1987 .and 1988-89 the
percentage was 7.49, 6.80, 7.32, 7.56, B.67 and 9.06 of total
advances to priority sector, advances to small and marginal

farmers, respectively.

The Bank had also given advances to wvillage and cottage
_w

industries, which &also come under the weaker 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 1arg?fEmfffffm5§§55~3§3§959§&33~335555L555¢ions shown
in the table. During the period, the percentage of priority
sector advancegngﬂzgzgm;;;;;;;;n;;;’8.73, 9.10, ©.47, 9.75,
11.05 and 11.28 in the years 1983, 1984, 1985, 1986, 1987 and
1988-89 r@sﬁectively

Recovery Position

The major portion of the Bank's advance @ payable advances

on demand and a small portion is déployed by way of term

loans. The ank records the position of recovery which is

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

sector advanceé?halmost 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:



Table VI.8

sition of Priority Sector Advances
(Rs in Crores)

Recovery Po

Demand during

the year the yedr
Years  —---———m--omoom—s —mmemooooo——mm s oo e

Amount % Amount %

Rs Rs
1983 13.11 100.00 6.53 49.78 6.58 50.22
1984 16.10 100.00 8.45 52.50 7.65 47 .50
1985 16.96 100.00 8.12 47 .89 8.84 52.11
1986 16.38 100.00 6.82 41.64 9.56 58.36
1987 22.73 100.00 9.29 40.89 13.44 59.11

’ -0

A

1988-89 31.99 100.00 13. ltk CW}H 16 18.82 8.84

v

o

S;urce. Personal Survey Q@éﬁ; ez//jgp, :?;LN %;?////ﬁ«——
%

The e indicates an increasing trend in the amount of

total demand and recovery during the study period. The total

demand in the beginning of the stude;;;;;;_;;s Rs. 13.11

crores out of which the recovery amounting to Rs. 6.53 crores

only was mad{f}thus, leaving an amount of Rs. 6.58 crores

overdue on 321st December, 1983. On the day of March, 3ist

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

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

18.82 crores as overdue. Thus, overdues went on increasing

from vear to vear, except in the year 1986.

In terms of percentage, the perc a; of recovery 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
\__,_\__“.__7

¥
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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

R
years 1985, 1986 and 1987. During the 15 month period ending

on March 31, 1989 the Bank has made efforts to ’‘improve the

recovery. Due to efforts of the bank the percentage of
MMM,,A————-'—————”——’_\M_M
recovery to demand reached 431.16 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 vyear
1983 and this has increased to 58.84 by the year 1988-89.
Thus, it can be concluded that the percentage of récovery. of
the priority sector advances is far from satisfactory and the

balance of overdue amount had showed a increase over the

years.

r
Recovery of Agriculture Advances /

The following table reflects the position of recovery of the

agricultural advances in the selected large Scheduled Private

Sector bank:

-



Table VI.9

e Advances

Recovery PopSition of the Agricult
(Rs in Crores)

______________ L e e e e i e o e e i e s et Tt i e . e e i e i e e e o e, R S, o . i . . ot P S St St o

Demand during Recoverey durin Overdue during
the year year the year
Years = ~ —oommmmmmomoooo s e
Amount % Amount % ’ Amount %
Rs Rs Rs
1983 3.39, 100.00 1.60 87.77 1.79 52.83
1984 4.86; 100.00 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 50.78 3.80 49.22
1987 9.73 100.00 4.42}% 45.83 5.27 " 54,17

| _
1988-89 13.50 100 .00 5.7%} £2.81 7.72 57.19
S

N 42
It may be observed from the above table that the of

the agricultude advances is in the range of 48 per cent to 43

e

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 dema d,aéd further decreased to 46.94 per cent in
1984. 1In 1985, the recovery position was guite satisfactory

at 57.33 per cent of total demand of Rs. 7.12 crores. But the

A

position was not maintained during the subsequent years, as

Jo—

the percentage of recovery to demand had decreased over the
m__“\—

years due to continuous drought. At the end of the year 1986,

— e —— -

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
reéovery of agricultural advances still continued and it was

42.81 per cent of the total demand.

Recovery of advances to Small Scale Industriesg/
e

The second largest area of priority sector advances is the

Small Scale Industries (8SI). 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 Industries Advances
(Rs in Crores)

Demand during Recoverey during Overdue during

the year year the year
Years ~ W —--———————————-— —————— bttt

Amount % Amount % Amount %

Rs Rs Rs | N
“““““““““““““““““““““““““““““““““““““““““ ;/;;ﬁ’ g
1983 3.43 100.00 1.84 53.62”/< 1.5 46.38
1984 4, 41 ,flO0.00 2.31 52.41// 2,10 47.59
1985 ) 3 ﬁﬁ 100.00 0.84 26.90 .29 73.10
1986 L}@VJX17O 100.00 0.68 21.39 %NA2.49 78.61
1987 4 610 -100.00 1.25 27.18 3.36 72.82
1988-89 . 00.30 4.02 46.15//A 4.70 53.85

It may be observed from the above table that in the first two

x

yvears the Bank had achieved a recovery of 50 per cent and
f—

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,
‘(___*_’___,W..\W
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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 démand. At the end of 15
months period i.e. on March 31, 1989, recovery position in
SSI- was gquite better as it witnessed a 46.15 per cent

recovery of total demand.

P

-

Recovery Position in Other Priority Sector Advances

The priority sector advances to other than agricultural
sector and. Small Scale Industries sector are includég in
other priority sector advances. The following table reflects

the recovery position in other priority sector advances:

Table

N
Recovery Position of ?EB? Priority‘\Sector Advances

e (Rs in Crores)
Demand during Recoverey during Overdue during
the year year the year
Years -  r—omormmmmm s e e e e e e
Amount % Amount % Amount %
Rs Rs 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
r——s
1985 6.70 100.00 3.20° 47.76 3.50 52.240
e
1986 5.50 100.00 2.23 40.55 3.27 59.45
1987 8.39 100.00 3.58 42.67 4.81 57.33
1288-89 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(_§§£%%:;ggfiod. The

recovery in 1983 was 49.03 per cent of “the total demand. In

. e
1984, the positioqiggg\improveq (from 49.05 per cent to $56.60

- T
per cent) but after that the recovery position of other

priority Sector advances has continuously deteriorated. The

percentages of recovery to demand were 47.76, 40.55, 42.67
and 34.44 in the years 1985, 1986, 1987 and

respectively.
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