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CHAPTER - X
CY CATI & NCLU

Bank nationalisation provided significant impet;.?m
to growth of bank depoaits. This £finding has policy
significance for other LDCs where banking is still in
the private sector,

The acceleration in the growth rate in bank

in fulbure
depogits may not be raalisedLunlesa specific policy
measures are taken to make bank deposita more sttractive
in comparison to other financial assets. Banks would
be well advised to formulate inncvative deposit schemes,
imif Vary few efforts were made for improvising
bank deposit schemes.

S8ubstantial part ¢f bank deposits were held
in the form of fixed deposits. Hence, banks will have
to divert increasing proportion of lending to long term

ﬂinancin?} to match the resource structure,

Inspite of & rednction in inter-stats varliaticns
over the study period, in 1987, the statewise distribution
of bank depositg showed high degree of concentration in
three stetes vig., Maharashtrea, Uttar Frzdesh and West
Bengal. Thig implies that intensive efforts need to be
put in by banks in the remaining 19 states of the oountry,
@specially in nine states having per-capita deposits
lower than the national average.
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The nationalised banks noed to put in more
afforts in deposit mobilisation in view of their

lower per branch deposit account and amount compared

to the 3.8.I1. group.

The performancs of RRBg in dsposit mobilisation
was extremely poor. In vie of their nearly one-Zourtdk
share of bank offices in the country, the neglect of
the function of deposit mobilisation could be singled
out as one of the major factor easponsible for their
low profitability.

Ingpite of the majcr share in bank offices in
.. kha country, the parformance of Zursl branches in

deposit mobilisation turned out to ba very poor.
Hence, immedizte steps need to be taken by banks for
increasing the deposits collected by rural brancheg,
For this deposit schemes suitable ©o investment
preference of ruralitaes need to be innovated. Furthex,
deposit schemes iinked with specific type of advances
need to be tried out, in view of the success achelived
by a few banks in this direction,

The macro varisbles viz., population per bzanch,
nad JEH5# e sna aignificant influence on bank deposite
It will be beneficial to cry a hol@ to further branch
expansion by a bank, its secns that we have reached
optimam tred off point between proximity of branch ¢o
borrowers and ths number of branches justified from the
viability point of view.
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Majority of the primery survey respondents were
not satisfied with the rate of imterest paid on bank
deposits. Some hike in interest on deposits may be
tried for attracting more dsposlits.

While opening urban brenches the banks will be
benefited by locating than near ¢he place of work of
poetentlial depositors.

Safety was most important characterim«'cs of
bank dgposits from the point of view of éspositorxa.
Government securities were the only other f£inancial
aam vhich competed closely with bank deposits., Hence,
banikc will be well advised to take this point in

consideration while dnnovating new deposit¢ schemes and
improvising the exigting one.

Concluaion

Nationalisation of Banks provided great impetus
to the growth of bank deposits. Since notionalisation
the deposit growth rate followed a rising trend for a
pexicd of eight years with the axception of one year,
Thereafter, in the following elght years, there was a
£luctuating trend in growhh cf deposits.

Bank depoasits as & percentage of total financial
assets followed a fluctuating trend all through the
dtudy period. Hence, the hypothesiz (bzsed on Gurley
& Shaw Thegis) is rejected.
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Bank deposits @ emergsd as an important monetary
variable at the macro level., The ratio of bank deposits.
to national income toucghed the peak of 47% in 1986-87.
Similerly, dsposits as a percentage of net savings
and financial sssets worked out to 37 and 54 percemt
respectively. The growth in bank deposits was faster
than the national income, net savings and financial
asgets during the study petiod.

The composition of bank deposits underwent a
change over the period. The share of curremnt deposits in
total deposits declined by 10 percent and there was a
corresponding rise in savings and fixed deposit almost
equally shared by two. By the and of the study period
the shares of fixed, savings and current dsposita were
60, 30 and 15 regpectively.

There was declinef in the inter-state varxiations
over the period, Yet, three states Maharashtra, Uttexr-
Pradesh and West Bengal accounted for more than 38 percent
of total depositas., Punjsdb at the highest and Orissa st i
the lowest samount of per-capita deposits in 1987.
Significant change in the rank structure were cbserved
over the period in depoaits per branch and per account,

The performance of rural branches in dsposit
mobilisation was extremely poor. In case of semi-urban
branches dJdeposgits per account was much below the

nationsal aversge.
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Of the linear, semi-log and the double loy
formulations tried fox ‘the models of total current, asavings
and fixed Geposits 8 hest fit regression satisfylig all
statisticain significance tests was the doublae log
formulation wherein natiornal income, rate of inflation
and population of branch turmed out uzﬁigniﬂcmtar%ave
influence. “'ational income was positively ralated and
rate of inflation and population per branch %‘i’i.’ff‘* negatively
related to the bank deposits.

The opinion survey of bank depositors indicated
strong preference in favoour of safety and convinience
as characterisgstic of bank deposits, cutting across
the gender and age differences. Majority of the
regpondents were not satisfied with rate of intexest
paid on bank deposits. However, majority of female
respondants expressed satisfection with the interast
rates. A clear piekuxe proference for location of bank
branch was expressed in fLfavour of proximity to the place
of work. Bank deposits were preferred to all other
£inancial assets, howsver, Government soTuritlies wuiie
eonsidered close substitute to bank depoaits,

This study triees to explain and analyss¢@§‘all
relevant agpects of bank deposits in Indla. There are
scme questions which remain unanswer@ddue to limitations
of data or mecthodology or which are cutside the scope of
this study. The following remark may provide a fertile
ground for future rxresearch,
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1) In the nire ztates whare the per-capita deposgits
wera lesser than the national average, in depth research
needs to be taken up for ldentifying the endogenous and
axogenous factors constraining deposit growth in exch
stataes. The socic-oconomic divergities make it Alfficult
for the finding of an all Indis Study to be relevant to
each state.

2) The extremely poor performance of rural branches of
commercial banks and RRBs in deposit mobilisation implies
that different types of daposits schemes are required.
Opinicn surveys of gavers in the rural areas nesds to be
taken up with a specific intemsion of capturing their

preferencas in the new deposit schemes.

3) Population per branch is a factor having significant
inverse relationship with bank deposits. Thup, 8 detailaed
talukawise ctudy of popnlation per branch can show the

right direction for bhranch axpansion of commerciel banks.

4) The model of the multiple regression which hasg givan
‘the best £it for explaining the bank deposits fu’nished in
this study nesd to be checked further by using the
quarterly and weekly data of deposits for the country as a
whole and each state separately.

5) The opinion survey presented in this study has several
limitations such as it is restricted only to one class of
depositers - service class - and that to all working in a
single organisation. It will be highly advantageous to take
a similar study on a much larger scale encompassing the
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different classes of people ix{ both urban and rural sreas,
Depesit scheres dove~talled to the specific preferencesz
of different groups of savers can be a great help in
incressing the bank deposits.



