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ihe decade &t mvmitic® bc% m the intlimi

Iadu3t2^# ssiituessed the m®£g&mQ of 'mass bmklag* to©
9cl&oe banking** cb a remit of sdslcb 'bvmoh b&©

been vary fast.Mao an tar<4i©G4 mphmiB ba© beep flaeed 
op tbo ©oei&l roagonoifaifitiea of kuic© is taras of priority 
cector lending aid eoBeeaaiaaai $©&&. credit to weaker cafl 

neglected sections of ifae ciesmiity*

It lo argued that tbe bug© branch c&gmtsim in the 
goa,fc*"imiisiiaL2,©atloii period g»ti©alttPly In sr&zl arosa 

.icy a£:;eei profitability and unit coat of bessbii&s ©ervloeo 

In the ye&fo to ©shso* 1$ is* tfestofore, pecBoeasgr ts analyse 

costs* eer Bingo a?fi oiseratlonal efficiency of brmeties ana 

peLme this t-o eis© of tfee hrauBh and eenagaottidB of bueineoe*

«?bo bypetbesis of e«©ac0iea of ©esOLo he© been studied 

ir* fiis present s^ork is order to osumine empirical ly the 

reliiilonote-ip Between also and operating coot an! ©is© and 
earning* \ie have ties e&o&ined tb© inpusst of rural usd urban 

©nvirceoerA os operational efficiency officlot-n^r 3b relic
tion to certain social objective©* such as priority eootor 

lending, sobilisatloa of saving© too rural cemiuaity»ete#



I'm' essaiaisg ttse factors aflectSag costa, ©ora trigs end 
■efficiency &t braaob level* eroos~aeetl©i-ai ot&lysle has 

been resoled to# I’be‘study %b based oia braac^-feiieo data, on 
details of coats* ©ewaiag©* degsos&’io, loadings end other 

et&t&c terletIce of 141 rural sod BO urbaa branches from oix 
lead die trie te of Bari; of 3c*nxlo, nsaely Bar-oda, lirc&eh* 

P&nobsn&bete, Surst* Ifeilsar »M Btuags* *ib© required data were 

collected for iue years 1S?b a&d 19?f from tho respective' 

regional offices of the 3j&;&*

uimmary of ilio findings sad la per tout coccus ions 

eacrsiag fioo the cmiysic sire possess ted 'boloy*

A® branch is ca actual opcr&ticasl mait atd the activi

ties of breaches differ substantia*. Xy Jb tense of else, 

produci-nis mid ©rvimuscat, brunch is selected ca unit for 

studying ecotiocslcs of smlo*

She iJi-obi es ot t\oam^enmt &S output is ccnpXeE in 
view of tli© netks© of bmlvMg ^re&uetc, i#©** servleea* iieaee 

deposits* advances, erase earning,0, to tod asceto,. etc#, as"© 
used os proxy for sis® i& other ©taa&ios# la order to fisid cm 

expropriate measure- for else at ts*«meh level? wo have 

cai»|Ld<a?od in all eight laSicatorc? needy deposit* 
a.ivcnoe0? vol une of bueicede? grass esra&sgB, total assets, 

iclend licciness, foreign bu excess, inline pics foreign



Misis^se* ¥olun© of hus&aesg tee a t&a©i? coverage than 

depots its ©a? Mvsaceo ©r ai^r other indicator and ol^o it 

represent© %mej or activities at branch level. It to hlately 
esrrol aied with other selected indicators..' ttharcfor©, it has 

finally 'bmn ssiostod ae .jspca^ for sis© ia the present steely 

•to t®0t the r^is&thaois o£ ecoaoates of seals*

So sspiriodLly onamifts too relationship bmvm^a sis©, 
end opsyu%to^®B£@-a£&oa^ ooot* linear aid doublet-log

functions have b©an fitted* 
aril doukl e-log functions ha

vtooi’eas lirecr* ooud^logeribbsio 

ve beer* fitted for essoining the

M at; ionohis between else ess- sss‘nl«g#

Eegresoioa rasuits ifeoti tost there to negative relation*
slap between else? assl o$®^%ii§/mg&*Q$&j&gg coot sm positive

relationship between sis© o*$ earning* lime, the results

cubstcsitlct© the fcgrpotoooia of ©consul as of ©cal© at branch

lomUOti© iaterosting ewoluciem tbst ea^sgeo frou the
scaly Ms Is that economies of scale are more pr-snounoed in

rural branches fct*asi in sspfc&n brauchoa, m& tost rural brashes

fre operationally raoro offioioai then urban branches* 2Iii& is
2supported ly the value of li » eost-elast lci%> Bise~e ©ct*eurve 

siid mltsa© of business per sr&f&aysa to sural and urbm 

branches*

ffc© results also sho?j tb&t the coai-co of urnle oeoiiosies

is to bo fossil i5sfelly in *^©*©alas7 cost*



io finci the influence of eig© d-crag vfttis the Influence 

of other factors tm coots sad earningo, ouliiplo regression 

dialysis has ueaa tiood* Slits o«t&r factors include Cl) 

o4»2pooitioa ®£ assets ^ sojor %$m&t i*e** loans, cash and 
other assets (11) proportion of assets hold %& ioaas aid 

Lro^r^up of lsaa» by class o£ banowcis?* msoly eg® iculturd 

louae, ©GoereiaX and iaatsltutismol leasts oaail industries 

mio snail buoi&euo loess and lauivxdcal loose (ill) proper- 

tioaof deposits consisting of tic®, savings and demand 

d©p)Sit3 Civ) other services* For essplainiKg variation iii 

costa sad earnings, linear* setii-logaritfeie aud tlouhl e-log 

functions have teen fitted* line ay, sen l-logari tfcaic aid 

doublet-log fixations or© foaai to b© *good fit4 for esglaifilrg 

variation in sporaticg cost, sb areas seta.^logoscitlinia function 

is found to be *gocd fit8 for explaining variation la earning*

Empirical findings daow that* tbemgfe also variable is' 

ta©* if leant, composition of business as reflected In other 

factors 1© also important In ea^l&lalng the variation in 

©^crating coot end earnins* n»t:;evavjthe relative iegrartarsee 

of the ©xplaa&tcxsr veriaoleo ch&agssi is. rural and urban 

branches#

In rural branches, variable© in dopes it-ciir, particularly 

ratio of tiros deposits to total depooits is l&sad l&portcnt 

in eriplai.Six; verifies in ©jperatlas eoct. It w& be inferred
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fros tills that rurci bmcehoo ue$ coatimas to enjoy ©oonoaies 

of ocalo by increasing. their holism ot bai.aii'ioes* saare 
pcnrsieilcrly by i no rotas 2n& deposits* wMeh are found t© ho 

lover than those la urbaa branch ea#

In urban branches® variables 3a loan-portfolio retbcs* 

tisati deposit portfolio* sore particularly ratio os? interest 

e.r4 discount la cots© to total isooi® to^»p snob la es$&a2ai!ig 
variation la operafc 3ng <©et* tftwsfaro* urbes branches a*®? 

iixro&oe their vt&w&s of fcu©i»#8© by M or easing, loans to 

different um/mt aegsgmie end increase their advance deposit*- 
-ratio obiefa is i'etand to be loms* than that in two1 branches 

in eo parable aisa-groiipe*

Sdu! oiency of rural etid urboa branobos ito tents of cor- 

Dels social objectives* assaely lendlag to r^ioxlty sector® 

Gsobiliisafcion of cts&ingo toss rurei eeimialty* etc*® have 

been esaa&ined with the h<g!p of price!pal aosporicat aeteod# 

Sbc&e oageota of efficiency do apt liocericariiy' get reflected 
in coots an! .earnings of v&tdk mt «rbt$i fega&ebe&r

0a© iaterostiof, conclusion that ouorgee fress the finclines 

is that between rural and urban branches® on the t&ol©,. jjurcii 

branches are found to be mere efficient than tartan branebea 
in isolation to social objectives. ^feia rasf be ascribed to the 

fact that rm‘63. h?&mn*Q ace a©r© oriented towsraa- agriculture!
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auvojioss# vMr&m uzhan hmmhQ& mm mm oricirtaa tomsno
GQixa&vcisl m3(i MsiitwSicmdL advances* men tfcoagh they e&m 

tdvtago to priority sectors

X-ar&i fcra&Gfees Imm Sees m$© &wmw£&l ta tsobilSsatioti 
of acelculture, ^cpoeite* $feis i© rapports by tiia positive 

relationship bgtf?$ea ttii© vsrlafclcj mcl social efi’ieie«cy*.

l?roa the fare^oisg discos alori it opgiaars Hast the 

efficiency of rural bri&efceo.evej? urban fera&e&e© In tsraa of 
s-eXcotaci pera&etcr© export. the policy of ®css "mnklm %n : 
the po0t*n26tiom3.1©aticri ptsfimi*'■■


