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Financial Viability and Profitability Problems 

Introduction 

The working of Regional Rural Banks (RRBs) as it appears from introductory 

discussion, proves that these institutions can serve as important instruments for 

achieving the national policy objective of economic growth with social justice. 

However, it is imperative that while fulfilling the role expected from them the banks 

do not jeopardise their overall profitability, otherwise their ability to continue to 

play this important role of active involvement in the development of rural economy 

will be adversely affected. 

The RRBs have emerged serious problems, despite impressive growth in rural 

banking parameters, reflected in a decline in efficiency and profitability. As at the 

end· of Dec, 1986 out of 194 RRBs only 46 earned profits. The number of profit 

making RRBs decreased to 40 in March 1990 and further to 19 in March 1995. 

Though the number increased to 44 n March 1996, the accumulated losses increased. 

The accumulated losses was Rs. 94.3 crore in Dec. 1986 and increased toRs. 255 

crore in March 1990. It rose from Rs. 1715.5 crore in March 1995 toRs. 2152.09 

crore in March 1996. Many of the loss making RRBs have even eroded a part of 

their deposits1• 

A number of factors contributed to the mounting losses and thus led to a 

decline in profits and profitability Defective loaning polices, lack of systematic loan 

appraisal, insufficient supervision and follow-up for end use of credit, low level of 

margin, high operational costs, restricted area of operation, implementation of 

National Industrial Tribunal (NIT) w.e.f 1987, poor recovery & mounting overdues, 

the uncertainty of the existence and above all the managerial inefficiency are the 

major reasons behind the poor financial performance of these banks. 
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According to the k.husro committee ( 1989) m.any of these factors. which ·-

. contributed to the erosion of profitability of RRBs, are endemic to the system in 

the sense that these are built into the structure of RRBs. ·'Firstly, the RRBs are 

mandated to confine their lending to weaker sections where the interest earned on 

loans is the lowest in the banking system. Low interest margins and the high cost 

of serving a large number of accounts, coupled with low volume of business are 

some of the factors which make for unprofitable working. of these banks. With a 

financial cost of7.8% p.a. ad transaction costs of8.65% p.a., ifRRBs have to break 

even, they have to charge at least 16.45% p.a. which is not possible in the present 

system, as RRBs are to cater to the weaker sections at a concessional rate of interest 

with no scope of cross subsidisation". 

Measures taken 

a) Diversified operation (1993-94) 

In view of the poor performance of RRBs a number of policy measures are 

taken by the RBI in consultation with the Govt. of India during I 993-94. This 

interaiia, include, (i) permission to relocate the loss incurring branches; (ii) freeing 

from service area obligation; (iii) permission to lend to the extent of 60% of fresh 

lending to non-target of group from the existing limit of 40%; (iv) permission to 

lend to various non-priority sector purposes up to I 0% of their fresh lending; (v) 

Undertaking of business, like issue of guarantee demand draft travdler.~heque; locker 

facility etc.3 

(b) Restructuring ofRRBs (1994-95) 

The Govt. India is making several attempts to revive the RRBs through certain 

structural adjustments on the recommendation of various \Vorking groups on RRBs. 

Greater flexibility in lending operation, rationalisation of interest rate structure 

(Narashimham Committee, 199l,restructuring by cleaning up oftheir balance sheet ' 1; 
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and by infusing bresh capital (Bhandari committee 199-l and K.Thingalaya and Basu 

Committee 1995) are the major steps taken by the Gon. for revamping of RRBs. 

(c) Development Action Plan (DAP) 

Another attempt made by the Gov1. is the introduction of DAP for RRBs 

during 1994-95. The DAP is basically aimed at achieving break-even level (BEL) 

in a reasonable period of time. The DAP envisages several measures to be taken by 

RRBs for improving their performance. Prominent among them are: 

(i) Analysis of costs, yield and margins and computation of BEL: 

(ii) Diagnosis of the problems which lead to poor productivity. higher costs, 

lower yields, thinner margins and losses in the bank; 

(iii) Planing for remedial measures which are specific to the diagnosed 

problems; 

(iv) An analysis of the impact of remedial measures on costs; yield and 

margins. 

(v) Preparation of branch performance budget for key performance areas; and 

(vi) Setting up of an effective monitoring system 

The Concept of viability and Profitability. 

Economic viability of a bank denotes its long run ability to meet its total 

cost out of its own resources and at the same time generate reserve commensurate 

with future growth and diversification of business . As a necessary condition,it 

requires a reasonable margin between the return and the cost of and leaves some 

surplus for a capital build up. 

Profitability in a financial organisation is a function of several factors such 

as : (a) The cost of raising resources; (b) The income on loans and investments made 

out of the funds; (c) internal efficiency of the bank in andling the funds including 
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recovery and control of other establishment cost; (d) The productivity or the volume 

of business handled; (e) The scope of non fund based business and (f) The locational 

variable covering population and market size. In the profitability performance, the 

management always has a key role. 

As regards the cost of funds, there is little scope for banks to reduce it. For 

interest income also RRBs have little control due to limited scope to get the 

advantages of freeing interest rate beyond Rs.2 Lakh for lending to non-priority 

sector. The success of these banks, therefore largely. depends on increase in the 

volume of business including non-fund based business and internal efficiency of 

the staff. 

In the case of RRBs entrusted with heavy welfare responsibilities, the 

profitability performance must be seen in the light of their contribution to the 

alleviation of rural poverty and in the improvement of the standard of living of rural 

population as has been emphasised in the RBI (1975) report (para 3.11 ). T.K. 

Velayudhan & V.Sankaranarayanan (1990)observed that the viability of RRBs will 

have to be assessed in terms of increase of business per branch, recovery rate 

productivity of staff, cost effectiveness of operation, closer monitoring and socio

e.conomic upliftment and improvement in the standard of living ofthe clientele.(4) 

Though the. welfare output is of paramount importance in the RRB system, 

yet viability performance is indispensable for continuous and expanding operations 

of the banks to meet the basic. objective for which they are established. The 

profitability and viability of RRBs have gained added significance on account of 

several monetary policy measures initiated by the govt. Since 1991. As a result, 

profitability has become a new challenge before the banking sector in general and 

RRBs in particular. 

Thus, the financial viability is of utmost important in the changing face of 

rural credit delivery system. However, the performance of our bank (UBKGB) in 

this area has been very unsatisfactory. During the first three years of its establishment 

and during· 1985-89 I.e before NIT award, the bank earned profits. (Appendix VII 

& table 5.3 ). From 1990 onwards the bank is working at a loss. The accumulated 
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loss of the bank reached to Rs.1885 .5 lakh as on March 1996 . The number of loss · 

o making branches increased from 45 in Dec 1984 to 103 in March 1992 During 1996 

out oftotal 111 only 16 branches were profitable. 

Hence, it is imperative to reappraise the financial performance of our bank 

which is suffering from recurrent accumulated losses. Thus, the objective of this 

chapter would be to focus on the factors affecting the tinancial viability of our bank 

like other RRBs. 

Methodology adopted. The profitability and viability problems are analysed 

by decomposing the financial performance in.,~ reven~ cost and margint:. The 
. / 

method of analysis is based on the standard margin approach in which profitability 

performance is anatomised into spread and burden ratios. The spread ratio is analysed 

in terms of cost and return on funds. The spread ratio is the difference between 

interest earned and interest paid ratio. Whereas, the burde~ ratio shows the difference 

between transaction cost and non-interest income ratio. The analysis also make use 

of profitability, productivity and operating ratios to identify other related factors of 

poor financial performance. 

The interest margin 

The interest margin is the difference between interest earned and interest paid 

/per Rs 100 ofworking fund. Table 5.2 indicates that the average interest margin as 

percentage to working fund during 1984-90 \Vas 4.54 and decreased to 2.07 during · 

1991-96. 

The Spread Ratio 

The spread ratio is the difference between interest earned ratio (measured in 

terms interest income to outstanding credit) and interest paid ratio (interest cost to 

outstanding credit). The spread ratio which provides a measure of interest margin 
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is basically a function of (i) structure of deposits, borrowings and refinance and the 

interest rate applicablethereon, (ii) fund deployment ~ix including credit and non

credit port-folios, (iii)the level of outstanding advances and (iv) incidence of bad 

and doubtful debts. 

At the break-even, the margin. or the spread ratio tends to coincide with the 

transaction cost less non-interest income i.e. the burden ratio which is the difference 

between transaction cost ratio and non-interest in come ratio. In our analysis both 

being based on outstanding credit as denominator. For viable performance the 

margin/spread has to be exceeded the burden ratio by a margin so as to generate a· 

reserve surplus to take care of future growth and contingencies of business. 

Table 5.5 indicates that the spread ratio(based on outstanding credit) of the 

bank was 5.3 during 1984-90 and decreased to 3.8 during 1991-96 varying between 

4 and 6.5 during 1984-95 and it decreased to 0.80 in 1996. This sharp fall in the 

ratio was due to huge bad debt for adoption of prudential accounting norm in that 

year. This ratio for MGB was comparatively better than UBKGB. It was 6.6 and 

5.8 during the same period, which ranged between 4.75 and 7.5. Thus, the margin 

was very low to match the transaction cost less non-interest income or the burden 

(transaction cost less non-interest income). 

The reasons of the very low margin/spread can be explained as under. 

Cost-Side factors 

a)Cost of funds: The cost of funds depends primarily on their composition 

and the rate of interest applicable to each component. Borrowing/Refinance is an 

important source of working funds for UBKGB .like oQier RRBs. As a source of 

fund, refinance is cheaper than deposits,(Appendix - V) However, it can be seen 

from the table 5.1 that inte~;est cost on borrowings/refinance is higher than the cost 

of deposits during 1986-89, due to lower proportio~ of short.term (SAO) borrowings. 

(Appendix - V) Thereafter, during 1990-95 borrowing/refinance cost was cheaper. 

The lower cost of deposits during 1984-89 was due to higher percentage share of 
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savings deposit (table2.6). Duri~g 1984-86 the share of refinance to total working 

fund was 40-4 7 percent and decreased to 7-16 percent during 1990-96 due to poor 

recovery performance of the bank. It can also be seen 'from table 4.5 that the bank 

(UBKGB) could not availed the refinance facilities from NABARD under its general 

line of credit other than schematic lending after 1992.Similarlv: refinance from 
~ -. 

sponsor bank during the same period was also negligible for the same reasons. Table 

5.10 indicates that the refinance support ofUBKGB was 51.8 percent of out 

standing credit during 1984-86 as compared to 24.5 to 29.8 percent of MGB. The 

refinance support ofUBKGB fell sharply from 39.3 percent in 1987 to 14.9 percent 

in 1996 as against 18.0-32.8 percent of MGB during the same period. 

Thus, it has been observed that due to lower refinance support from higher 

tier in comparison with MGB in the recent years and decreased share of savings 

. deposit has led to the lower margin/spread of the bank. 

b) Cost of deposits: Another important factor contributing to the lower margin 

has been the cost of deposits. The cost of deposits (table 5.1) during 1984-91 was 

less than 6 percent, while it ranged between 6.11-7.27% during 1992-96. Though, 

this has been increased by upward revisions of the interest rate structure on deposits,a 

major reason of rising cost was due to increased share of term deposits and a 

consequent fall of savings deposit's share (table 2.6). It can be seen from the table 

2.6 that in the composition of deposits, the percentage share of term deposit has 

consistently gone up from 21.5 percent in 1990 to 33.5 percent in 1996 excluding 

K.S.P. whereas, the share of saving deposit fell from 55 to 49 percent during the 

o same period. Thus it appears that the increase of interest cost on working fund in 

. the recent years was due to fall of refinance facilities from higher tier and the rising 

share of term deposits of the bank. 

Income side factors. 

a) Interest earning on loan and advances 

It can be seen from the table 5.2 that th~ average interest income per Rs 100 
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on loan and advances of the bank during the period 1984-95 was Rs I 0. 73 varying .. _ 

between Rs. 10.25 to 11.11 except for 1996 when the earning reduced toRs. 3.92. 

This sharp fall in 1996 was due to adoption of prudential accounting norm w.e.f. 

1995-96 and huge non-performing assets. 

b) Interest earning,;f''tZ;:t.'icon Deposits from sponsor bank and investment. 

The average interest income per Rs. 100 on Deposits and investment. 

, increased from Rs. 7. 72 during 1984-91 to Rs. 11.70 during 1992-96 due to better 

investment port-folio and higher rate of return offered by the sponsor bank. 

c) Interest income per Rs. 100 

Thus, it appears from the table 5.2 that the average interest income of the 

. bank per Rs. 100 during the 12 years period 1984-96 was recorded at Rs. 10.16 

varying between Rs 9. 7 to Rs. 11.62 except for 1996 '':hen the income was just Rs . 

. 7 .66. The average earning of Rs. 10.23 during 1991-96 was marginally higher than 

· the average of Rs. 10.10 during 1984-90. this better performance during the recent · 

years was due to higher income from deposits and investments. 

d)Interest income per Rs. 100 of working Fund. 

The average rate of return on total fund deployed during 1984-90 of the bank 

was recorded at 10.51 percent and was marginally higher than the interest income 

ofRs. 10.10 per Rs. 100. The rate of return on fund during 1991-96 decreased to 

, 8.89. This decrease of rate of return on the fund during 1991-96 over the preceding 

years 1984-90 even at the instance of higher interest income on investment during 

that period signifies the existence of idle fund. It has therefore, been observed that 

the decrease of the rate of return on funds during the recent years was due to 

inefficiency in fund management (including cash inhand balance, data for which 

was not available as per requirements). 

Given the trends in the cost of funds, the margin on funds has been declined 

gradually from 4.54 percent during 1984-90 to 2.07 percent during 1991-96. 
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e) Non fund based/non-interest income. 

Due to the locational disadvantages and limited operational area and scope. 

the UBKGB like other RRBs in the country failed to emerge in their role as 

transaction media. As most of the branches are located in the rural areas, they earned 

very negligible revenue by way of commission, exchange and brokerage. It can be 

seen from the table 5.2 that this income was less than one percent of the working 

fund up to march 1993 and thereafter it increased but limited to 1.3 percent. Inspite 

of its full-fledged status as commercial bank and flexibility. in. operation granted 

by the govt. recently it has not been able to utilised its infra-stracture and linkage 

with the rest of the banking sector to generate demand for non-credit banking 

services and income thereon. 

The resultant trends in the cost of funds and lo,v rate of return on funds has 

been a declining trend. in the margin/spread ratio. The relative magnitudes of the 

burden ratio would also serve to test the adequacy of the marging as defined by the 

spread ratio. 

Analysis of burden Ratio 

The burden ratio is the difference between transaction cost ratio and non 

interest income ratio (both being based on outstanding credit as denominator). Since 

the non-interest income (commission, exchange etc) of the bank is very negligible 

the burden ratio is determined almost exclusively by the transaction cost (salary & 

allowances and other establishment expenses). The burden ratio of the bank up to 

1'987 was less than 5 and increased to 7.23 in 1990 re~ording an average of 5.2 

during 1984-90. Thereafter it increased rapidly and was varying between 11.23 to 

14.21 during 1991-95 (table 5.5) recording an average of 11.5 during 1991-96. 
. . 

This rapid increase of the ratio after 1989 was due to increase of salary & · 

allowances for impact of pay parity in that year and increase of other establishment 

cost. The salary and allowances as percentage to total expenses up to 1989 was about 

27:3 (average) and increased to 35.3 during 1990-96 with a variation from 32.1 to 
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38.5. The other establishment expenses on the otherhand increased from aYcrage-

16.7 to 18.0 percent during the same period with a variation from 15.2 to 23 .2 

percent. The resultant increase of salary & allowances and other establishment 

expenses pushed up the transaction cost from 44 percent of the total expenses to 

53 .6 percent during the same period (Table 5.6). The transaction cost has also risen 

as percentage to total income from 1990. It can be seen from the table 5.6.1 that 

the transaction cost as percentage to total income upto March 1989 was 42.8 and 

jumped to average 72.2 during 1990-96 with a variation from 60.6 to 83.0 percent. 

This increase in the transaction cost was due to increase of salary from 26.6 percent 

of the total income to 48.7 percent and the other establishment expenses form 16.2 

percent to 23.4 percent. The burden ratio of MGB increased from 8.6 during 1984-

90 to 9.8 during 1991-96. 

Thus, there has been a mismatch between the grmnh of establishment cost 

and the volume of business (Deposit and advances). The cost trends provides 

evidence of non-economics of scale of operation of the bank. 

The financial performance and the related problems of the bank can also be 

analysed with the help of some operating, Productivity and Profitability ratios 

as mentioned in the subsequent paragraphs. 

(a) The operating cost effectiveness. 

o The RRBs like other banking industry can do little to control of interest cost 

on deposits. The extent of cost control by UBKGB like other RRBs can be assessed 

largely on the movements of the operating costs (i.e. transaction cost). Since the 

operating costs are largely influenced by the internal factors like, manpower planing 

and deployment, improving productivity of employees. there is scope to control them 

by managerial efficiency. 

The operating cost effectiveness is measured· in terms of operating cost 

responsiveness to changes in operating income. The lower the cost responsiveness 

to the changes in income, the higher is the cost effectiveness and vice-versa . The 
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cost responsiveness, therefore, shows the relationship between percentage increase~ 

in operating cost and percentage increase in operating income and is used as one of 

the criteria in measuring the financial performance of the bank. 

It can be seen from the table 5. 7 that the cost responsiveness to the change 

of income of UBKGB was 0.53 in 1984 and increased at a very high rate up to 

1992 when it reached to 3.30. The rate was hi2hest at 5.95 in 1991 because of 
~ . 

lower growth of operating income in that year. With the rise of operating income 

during 1993-96 the ratio decreased. 

While for MGB this ratio was much lower which was varying between 0.12 

. and 0.98 except for 1990 and 1995 when the. ratio reached to 3.12 and 5.09 

respectively. This hike was due to increase in salary allowances in 1990 and arrears 

·payment of salary in 1995. 

Thus, it appeared that other than 1984-85 the UBKGB 's performance in the 

control of transaction cost was far behind in compression with MGB. Therefore, it 

can be concluded that the margin or the spread ratio of our bank could have been 

better had there been an effective control system for increasing the productivity of 

the staff. 

b) Transaction cost (Salary & other establishment cost) per Rs. 100 of 

working Fund (W.F.) 

It can be seen form the table 5.1 that the average transaction cost per Rs 100 

of working fund during 1984-90 was around Rs. 5 and it was only Rs. 4.8 before 

the implementation of NIT (National Industrial tribunal for pay parity with 

Commercial banks). The cost increased toRs. 7.25 during 1991-96. The main reason 

for this increase was due to inflation and increase of other establishment Cost. The 

share of other establishment expenses to total expenses was 16.7 percent during 

1984-89 and increased to 18 percent during 1990-96. Whereas the salary and 

allowances to the staff in creased from 27.3 percent to 35.3 percent during the same 

period (table 5.3). 
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c) Payment of guarantee fee to Deposit Insurance and credit Guarantee'· 

Corporation (DICGC). 

The payment of guarantee fees for deposit insurance and credit guarantee 

under small loan guarantee scheme ( 1971) have farther affected the financial 

performance of the bank. the annual rate of fee has been raised from 0.5 percent to 

I .0 percent of credit in 1984 and further to 1.5 percent in 1989 for priority sector 

lending. Consequently, with the growth of credit in the priority sector which 

accounted for more than 85 percent of the total advances, the DICGC's cost has 

risen significantly. The premium paid to corporation increased from Rs. 2.9 lakh 

in Dec 1984 toRs. 15.5 lakh in March 1989 and farther toRs. 80.98 lakh in march 

199 5 (Annual Report of the bank 1995). The premium amount has to bear by the 

bank mandatorily rather than passed on to the borrowers. 

Further, the claims submitted to the corporation for bad and doubtful debts 

has. to pass through rigourous procedures of the corporation and as such the 

compensation settled is very delayed and never paid in full. During the period 1977 ~ 

1996 out ofthe total claims ofRs. 572 Lakh Rs. 32.05 lakh (5.6%) was settled by 

the corporation (Annual Reports 1996). It is also important to note that 70% of 

losses on account of bad debts are met by the corporation and the balance are to 

meet by the bank and thus affected the profitability of the bank. 

(d) Volume of credit, deposits and income relationship 

The growth of income has a direct bearing on the growth of credit and 

deposits.(business). The correlation co~efficient values (r=0.94) between the credit 

and total income and (r=0.95) between deposits and total income of the bank indicate 

the existence of a very high degree of correlation bet\yeen these variable. It thus 

provides a clue to the banking industry that to improve their profitability, the 

performance both at the level of deposites and advances to be increased substantially. 

It has been seen in chapter III that the fresh credit disbursed by the bank 

was in decreasing tendency except for the last two years. The outstanding credit 

hmvever, continued to swell due to low rate of recovery and accumulation of overdue 

credit. Nevertheless, the C/D ratio of the bank swung rapidly form 159 in Dec 1984 
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to mere 57 ill: March 1996 (table 3.2). Another interesting point is that. ofthe total 

interest income on credit, the income actually received in cash aganinst interest 

. accrued is ·much less. The real picture, however, came out in 195-96 when the bank 

adopted the prudential accounting norm on the instruction of RBI. 

Besides quantum of credit the interest income is directly determined by the 

interest rate structure on credit. Again, the average credit per Account of our bank 

· was found to be only Rs. 1540 during 1984-90 and it increased to Rs. 23 79 during 

1991-96 as against Rs. 1655 and Rs. 2907 for MGB during the same period. The 

average credit per Account during 1991-96 at the state and national level were Rs. 

2873 and Rs. 4187 (table 3.3). Hence, the upward revisions of interest rate on 

advances for higher slabs (beyond Rs. 25000) has no impact on the credit ofRRBs. 

The Bank also could not avail the liberal policy of the Govt. in lending to non-

. priority and non-target group at higher rate of interest for lack of professional skill 

and interest of the staff for risks involved in it. 

(e) Income Advance (1/A) and expenditure Deposits (E/D) ratio. 

The Income-Advance (II A) ratio i.e. return per Rs. I 00 worth of outstanding 

advances and the Expenditure -Deposits (E/D) ratio i.e. expenditure per Rs. 100 

north of outstanding deposits are presented in table 5.8. The table indicates that the 

11 A ratio of UBKGB gradually increased from 10.94 in 1984 to 20.05 in 1995 and 

·was lower than MGB, varying from 15.21 to 24.5, and state average which ranged 

. between 13.5 and 22.4 during 1984-96. This lower in the ratio of UBKGB in 

comparison with MGB and state level average was mainly due to lower interest 

income on deposits and non-interest income. 

The E/D ratio on the otherhand ofUBKGB which was varying between 13.0 

to 18.9 with a decreasing trend was much higher than MGB, varying between 11.0 

and 14.8 except in 1995 when it reached to 17.1, and state average of 12.4 to 15.5 

during 1984-90. The higher E/D ratio of the bank may be attributed mainly to higher · 

·proportion of establishment expenditure and higher interest on larger proportion of 

term deposit. 
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Operating Ratios (table 5.6.1 and 5.6.2) 

Average salary as percentage to· total expenses was 27.3% during 1984-89 

i.e. before the implementation of pay parity with other commercial banks and jumped . 

to 3 5.3% during 1990-96. The salary as percentage to total income jumped from 

· 26.6% to 48.7% during the same period. The other egtablishment cost was below 

17% of the total expenses and increased to 18%. The transaction cost i.e. salary 

and other establishment cost together has increased from about 44% to 53.6% of 

the total expenses. Its proportion to total income increased from about 43% to 72.2% 

during the same period. Transaction cost as percentage to total outstanding volume 

of business also witnessed upward trend. During the whole period of out study the 

salary increased by 20% and other establishment expenses by 21.2% as againstthe 

business volume of 14% only . 

. Thus, the heavier growth of salary and other establishment expenses than 

:the volume ofbusiness has pushed up the burden ratio from 1990 onwards. 

The average salary as percentage to total expenses of MGB was however, 

much higher than UBKGB in both the period. It was 38.3 and 37.2 percent during 

·1984-89 and 1990-96 respectively. Its proportion to total income (43.5%) during 

1984-89 was higher than UBKGB but it was lower (44.3%) during 1990-96. The 

other establishment expenses ofMGB of 10.6 and 9.4 percent oftotal expenses was 

much lower than UBKGB with a downward trend. Thus, the transaction cost of 

MGB during the recent period was lower (46.5%)than UBKGB. The transaction 

cost as percentage to total income (55.7%) on the other hand, was higher than 

UBKGB 's average of 43% during 1984-89 but lower (55.6%) than UBKGB 's 

average of 71.8% during the latter period. This signifies that total income of MGB 

increased at a faster rate than the establishment expenses in the recent years. The 

transaction cost in proportion to total outstanding volume of business ofMGB though 

higher (3.5%) than UBKGB (3.2%) during 1984-89 it was lower ( 4.06%) than 

UBKGB (4.7%) during 1990-96. 
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Productivity and Profitability Ratios. 

Business Per Staff 

Table 5.9.1 and 5.9.2 indicates that the average business per staffofUBKGB 

. during 1984-89 ofRs.9.2 lakh (S.D. Rs.2.3 Lakh) 'vas higher than MGB ofRs. 7.6 

lakh (S.D. Rs.2.1 Lakh). During 1990-96 also the business of UBKGB of Rs.l9.2. 

· lakh (S.D. Rs. 8.2lakh) was higher than MGB of Rs 18 lakh (S.D. Rs.5.4 Iakh). 

Business Per Branch 

The average business per branch of UBKGB during 1984-89 was also higher 
I 

Rs.39.4 (S.D. Rs. 9.1) lakh than MGB of Rs.36.7 (S.D. Rs. 14.8)lakh. But during 

1990-96 it was lower Rs 95.3 (S.D. Rs. 35.4)lakh than MGB or Rs. 119 (S.D. Rs . 

. 38.9) lakh with an increasing trend . 

. Income Per Staff 

During 1984-89 'the average income per staff of UBKGB of Rs 0.70 lakh 

(S.D. Rs.24 lakh) was much higher than the income of Rs0.49 lakh (S.D. Rs. 0.19 

lakh) of MGB. However, this income during 1990-96 of Rs 1.09 lakh (S.D of Rs 

0.31 lakh) of UBKGB was much lower than MGB of Rs. 1.30 lakh (S.D. Rs. 0.45 

lakh). This lower income per staff of UBKGB during 1990-96 bank was due to 

lower productivity per branch of per staff. 

Expenditure Per Staff 

The expenditure per staff of UBKGB increases from RS 0.68 lakh during 

1984-89 to Rs.l.52 lakh (S.D 0.52 lakh)during 1990-96.This expenditure ofRs 0.54 

lakh of MGB during 1984-89 was lower than UBKGB but it was higher Rs.l.59 

. lakh during 1990-96. 

Salary & allowance per staff 

The average salary per staff of UBKGB of Rs. 0.19 lakh and Rs.0.53 lakh 

was lower than MGB ofRs 0.21 lakh and Rs 0.60 lakh during the same period. 
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Other expenditure per staff 

During 1984-89 other expenditure per staff of UBKGB was Rs 0.11 Jakh 

and it increased toRs. 0.27 -lakh during 1990-96 as against Rs.0.06 lakh and- Rs 

0.15 lakh for MGB. Thus •. on this head of expenditure MGB was Yery economy 

than UBKGB. The cost responsiveness ratio (lower cost effectiveness of UBKGB) 

also indicate the same result.(table 5.7). 

Transaction cost per staff . ' lj 

Average transaction cost per staff of UBKGB was RS.0.30 lakh (S.D. Rs. 

Q.09 lakh) as against Rs. 0.26 lakh (S.D. Rs. 0.05 lakh) of MGB during 1984-89. 

This cost during 1990-96 increased to RS.0.8l (S.D. Rs. 0.26) lakh and RS. 

0.75(S.D. Rs. 0.35) lakh respectively for UBKGB and MGB.Thus, the transaction 

cost of UBKGB in both the period was much higher tban MGB. The main reason 

for this was due to managerial inefficiency in the control of other establishment 

cost of the bank. 

Su.mmary 

The above analysis reveals that the problems of low and declining margin is 

associated both with the indegenous and exogenous factors. Monetary policy frame-

o work which prescribes the interest rate structure sets an upper limit (until recently) 

for the rate of return and lower limit for the cost of funds between which actual 

margin is achieved depend,ing upon the dliciency and economy of internal operation 

of the bank. While, these limits themselves provide a narrow margin, the bank find 

the cost of funds less controllable as they rise through shift of public choice in favour 

of term deposit. 

The other exogenous factors are low potentiality of business, limited scope 

for non-fund based business in the rural areas, large number of small accounts, 

increase of salary and other establishmen~ cost due to pay parity with other banks 

and inflation. Though there exists scope for a more profitable loan mix (as per the 
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recent policy guidelines which prescribe for higher rate of interest for non priority '·· 

and non-target group lending) the RRBs have very little scope for availing those 

facilities due to their area of operation and also due to lower skilled personnel and 

professionalism for diversification of lending activities (profitable loan-mix).The 

interview with the branch managers revealed their non-interest in lending to non

priority sector for inherent risk involved in it. 

ln the investment port-folio however, the banks performance is improving 

in the recent years. It deserves to be improved a lot. 

The interest margin of the bank decreased from 4.54% of the working fund 

(W .F) during 1984-90 to 2.07% during 1991-96.Alternatively,the spread ratio 

decreased from average 5.3 to 3.8 during the same period (based on outstanding 

credit). The reasons of the very low and declining marg~n or spread and increase of 

burden ratio and resulting decrease of profitability ratio on the basis of analysis may 

be summarised as follows. 

I )The low margin is associated with the extent of utilisation of refinance 

which is slightly cheaper than the cost of deposits during 1990-92 and 1994.The 

refinance support of the bank fell sharply from 51.8% of outstanding credit during 

1984-86 to 39.3% in 1987 and further to 14.9% in 1996. 

2)The low margin has also been due to the preference of the depositors in 

favour of term deposit. The share of term deposit has increased significantly at the 

expenses of saving deposit. The share of term deposit has consistently gone up from 

21.5% in 1990 to 33.5% of total deposits in 1996. Whereas, the share of saving 

deposit fell from 55 to 49 percent during the same period. 

3) The return on funds has not been increasing in the same proportion as 

that of cost of funds due to non-increase of interest income on advances which 

accounted for more than 92% of the total income. The interest on loan and advances 

was almost remairi constant at about 1 0.5%. The non-credit interest income though, 

showed an increasing trend, the existence of idle fund has limited the scope within 

12.46%. The lower rate of return on advances has also been observed to be the 

consequence of lower skilled personnel and lack of professionalism for 
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diversification lending activities. 

4) The declining share of credit to total fund deployment.lower disbursement 

due to poor recovery and bad debt. lower rate of int~res t for lower slab of credit 

( A \·erage credit per account of the bank was less than Rs .2000) pro\·ides a major 

explanation of lower rate of return on funds. 

5) The burden ratio of the bank has been increasing rapidly with the increase 

of establishment and other operating cost and very negligible percentage of non

fund based income which was less than one percent of the working fund during the 

period of our study. The salary & allowances increased from 27.3% of the total 

expenses during 1984-89 to 35.3% during 1990-96 and other establishment expenses 

increased from 16.7% to 18 percent during the same period. 

The rising cost of funds (table 5.1) and low rate of return on funds (table 

5.2) has squeezed the spread ratio to such an extent that it is not sufficient to cover 

the burden ratio. 

6) The lower cost effectiveness or the higher cost responsiveness of our bank 

in comparison with MGB, due to managerial inefficiency in the control of cost and 

in the improvement of productivity also affected the profitability of the bank. 

7) The lower Income-Advance (I/ A) ratio in comparison with MGB and state 

level average due to lower interest income on deposits and non-interest income and 

higher Expenditure -Deposits (E/D) ratio due to higher proportion of establishment 

&other expenditure and higher proportion of term-deposit affected the profitability 

performance of the bank. 

8)The heavier growth of salary &allowances and other establishment expenses 

then the volume of business has pushed up the burden ratio from 1990 

onwards.During the period of our study the business volume increased by 14 percent 

as against 20 and 21.2 percent respectively of salary and other establishment 

expenses. 

9) The profitability of our bank during 1990-96 was also affected due to lower 

average business per branch ofRs. 95.3 lakh as against Rs.119 lakh ofMGB, lower 
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income per staff of Rs. 1.09 lakh as against Rs. 1.30 lakh of MGB and the higher '~ 

expenditure per staff ofRs 0:68 lakh as against Rs, 0.54 lakh ofMGB during 1984-

89. The heavier other establishment expenses per staff of our bank of Rs.O.ll lakh 

and Rs.0.27 lakh as against Rs.0.06 lakh and Rs.O.I5 ·Iakh of MGB during 1984-89 

. and 1990-96 respectively was also affected the profitability performance of the bank . 

.I O)The higher transaction cost per staff of UBKGB in comparison with MGB 

due to managerial inefficiency in the control of other establishment expenses has 

·led to lower profitability performance.Though the bank has been found 

experienceing substantial growth of staff productivity, the growth rate of 

establishment cost at a much higher rate out- weighed the benefits of higher 

productivity. 

It can be concluded that f~S the squeeze of profitability and viability has come 

from both the· revenue and cost side. The solution has, therefore to be sought both 

at the level of monetary policy and internal efficiency. There exists scope for 

reduction of cost by better productivity and managerial efficiency. 
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Table No. 5.1 

Interest Cost on Deposits and Borrowings, Cost of Funds, 
Transaction Cost, Total Cost 

0 

llllerest Cost Interest Cost Interest Cost lntat!SI Cost 1rwzsaction Tor a/ li·wzsactwn 
l"c.>ars on Deposits on B~rowing per Rs./00 Per Rs. /(10 Cost per Cost per Cost l.ess 

per Rs. 100 Refinance Per on Deposits ofll"orking Rs. I (J(J of Rs. f()(l of .\"on-interest 
Rs. /00 & Borrowings Fund H:F WF income pt?r 

Rs./00 C?fJI".F 

Dec84 5.08 7.17 6.14 6.02 4.86 10.88 4.42 

Dec 85 5.41 7.07 620 6.12 4.83 10.95 435 

Dec86 5.43 6.96 6.10 5.98 4.81 10.78 4.15 

Dec 87 5.66 6.84 6.08 5.98 4.67 10.65 3.89 

March 89 5.68 8.52 6.46 638 4.76 11.13 3.81 

March 90 5.75 4.08 5.42 535 6.72 12.07 5.96 

March 91 5.84 5.54 5.79 5.73 6.40 12.13 5.65 

March 92 6.11 5.77 6.06 6.01 7.58 13.59 6.87 

March 93 6.91 732 6.96 6.87 7.97 14.84 7.14 

March 94 727 6.42 7.18 7.11 7.60 14.71 6.55 

·March 95 6.78 6.80 6.78 6.73 832 15.05 730 

March 96 6.60 8.06 6.72 6.67 5.96 12.63 4.83 

Average 

84-90 5.5 6.62 6.06 5.96 5.06 11.15 438 

91-96" 6.6 6.60 6.60 6.50 725 13.78 6 "'? ..,_ 

Source: Conputed fromdata on Annual Reports of the Bank. 
Note : Interest cost has been calculated on the average balance between opening 

and closing figures. Risk cost has not been considered for calculating 
cost. 
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Table No. 5.2 

Interest income from Loan & Advances, Deposits & Investment 
Return/Yield on Fund (Working Fund), Interest Margin etc. 

lnJ.on Int. on Interest /merest Other Interest .\Jargin Total Net 
loan deposits income income income per per income financial 
&Adv. inJerest per per per Rs. 100 Rs.JOO per margin 
per & invt. Rs./00 Rs./00 Rs./00 ofW.F Rs./00 per 
Rs./00 per ofW.F ofWF ofWF Rs./00 

Rs./00 ofW.f 

Dec84 10.98 7.44 1035 1030 0.44 421 428 10.74 -0.14 

Dec85 11.11 7.08 1029 10.55 0.48 4.09 4.43 11.03 +{).08 

Dec86 10.97 7.16 10.06 1038 0.66 3.96 4.40 11.0-t +{) . .26 

Dec87 10.86 8.04 10.12 10.74 0.78 4.04 4.76 11.52 +{).87 

March89 10.59 8.62 10.06 10.79 0.95 3.60 4.41 11.74 +{).61 

March 90 1025 832 9.7q 1033 0.76 435 4.98 11.09 -0.98 

March 91 10.71 7.57 9.90 9.03 0.75 4.11 330 9.78 -2.35 

March 92 10.86 10.79 10.82 8.44 0.71 4.76 2.43 9.15 -4.44 

March 93 10.85 12.49 I 1.46 922 0.83 450 235 10.05 -4.79 

l'v).arch 94 1031 12.40 11.62 . 9.98 1.05 4.44 2.87 11.03 -3.68 

March 95 10.52 10.50 10.51 9.88 132 3.73 3.15 1120 -2.85 

March 96 3.92 12.46 7.66 7.13 l.l3 0.94 0.46 826 -4.37 

Average 

19,84-90 10.72 7.CJ2 10.10 10.51 058 4.54 11.10 
(84-95) (84-91) 

1991-96 11.70 1023 8.89 0.94 2.07 9.86 
(CJ2-96) 

Source: Computed from Annual Repots data of the Bank. 
Note: Interest income has been calculated on the average of opening and closing figures. Working Fund (W.f.) 
is taken as average of deposit+ Borrowings + own fund 
Ra~e of retumlyield =[(Interest earned during the year)/(A verage working Fund during the year) ]X I 00 

·-~ 
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Table No. 5.3 

Operating results of UBKGB 
Rs. In Lak.h 

Expentiture Income 
)'ears Int. on Sallary other Total Int. on lnr. on Total Son total Net 

Depo- &Allow- extra expe- Adva- Depo- int. int. income profits( -t) 

sits & ances e;rpe- nses nces sits income Income /loss(-) 
Barra- nses 
wings 
Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs. 

Dec84 87.4 43.8 26.7 157.9 130.1· 193 149.4 63 155.7 (-) 
(55.4) (27.7) (16.9) (100) (83.5) (12.4) (95.9) (4.1) (100) -22 

Dec85 121.3 593 36.4 217.0 1793 29.4 208.7 9.5 2183 +1.2 
(55.9) (273) (16.8) (100) (822) ( 13.5) (95.6) (4.4) (100) 

Dec86 148.4 743 45.1 267.8 214.4 433 237.7 16.4 274.1 +6.3 
(55.4) (27.7) (16.9) (100) (782) (15.8) (94) (6.0) (100) 

Dec87 174.1 84.5 51.5 3102 247.5 652 312.7 22.6 3352 +25.0 
(56.1) (272) (16.6) (100) (73.8) ( 19.4) (933) (6.7) (100) 

March 89 270.8 125.8 763 472.9 352.1 106.0 458.1 32.4 490.5 +17.6 
(573) (26.6) (16.1) (100) (71.8) (21.6) (93.4) (6.6) (100) 

March90 215.0. 171.0 98.9 485.0 316.4 98.9 4153 30.6 445.0 -392 
·(443) (353) (20.4) (100) (7Ll) (222) (93.1) (6.9) (100) 

March 91 273.8 1973 108.1 579.1 317.8 101.7 419.5 35.6 455.1 -124.0 
(47.3) (34.1) (18.7) (100) (69.8) (223) (922) (7.8) (100) 

March 92 3332 2852 135.1 753.6 276.1 191.7 467.8 392 507.1 -246.0 

0 
(442) (37.9) (17.9) (100) (54.5) (37.8) (923) (7.7) (100) 

March93 430.8 358.4 ~413 930.5 343.7 234.6 5783 51., _ _, 
630.6 -300 

(463) (38.5) . (152) (100) (54.5) (372) (91.7) (82) (100) 

March 94 5352 391.5 180.5 1107.2 412.0 339.5 751.5 79.1 830.6 -276.6 
(48.4) (35.4) (163) (100) (49.6) (40.8) (90.5) (9.5) (100) 

March 95 607.6 436.5 314.9 1359.0 4932 398.8 892.0 118.9 1011 -348.1 
(44.7) (32.1) (232) (100) (48.8) (39.4) (882) (1_1.8) (100) 

March 96 7223 500.8 230.9 1454.0 221.8 550.8 772.0 1222 894.8 -559.1 
(49.7) (34.4) (15.8) (100) (24.8). (61.5) (863) ( 13.7) (100) 

Average 

1984-89 56.0 27.3 16.7 77.8 162 5.4 

1990-96 46.4 353 18.0 50.9 35.3 9.1 

Source: Computed from Profit & Loss A/C of the Bank. 
Note : Figures in brackets are Percentage share to total. 
r between income & expenditue = . 71 Average interest income= 92.2% 
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Table No. 5.4 

Operating results of MGB 
Rs. In Lakh 

Expentiture Income 
rears Int. on Sallary other Total Int. on Int. on Total Son roral s,., 

Depo- &Allow- e.xtra . e.'Cpe- Adva- Depo- im. int. income profits!"+/ 
sits & ances e.'Cpe- nses nces sits income Income /Joss 1-1 

Borro- nses· 

wings 

Rs. Rs. Rs. Rs. Rs. R.s. R.s. Rs. Rs. Rs. 

84 89.9 84.0 22.1 195.5 NA NA 154.5 1.9 156.4 -39.6 

(45.9) (42.9) (113) (100) (98.8) ( 1.2) (100) 

85 131.6 117.4 32.6 281.6 NA NA 119.9 2.4 2222 -59.4 

(46.8) (41.7) (11.7) (100) (98.9) (1.1) (100) 

86 180.0 138.6 43.5 3622 NA NA 304 4.9 309 -532 
(49.7) (383) (12.0) {100) (98.4) (1.6) (100) 

'ifl 255.1 162.8 522 470.0 NA NA 420 28.7 44S2 -21.8 

(543) (34.6) (11.1) (100) (93.6) (6.4) (100) 

89 431.5 263.0 58.8 7533 NA NA 732.7 46.1 n8.8 +25.5 
(57.3) (34.9) (7.8) (100) (94.1) (5.9) (100) 

504.0 3563 1002 960.5 NA NA 820.8 62.6 883.4 -77.0 

(52.5) (37.1) (10.4) (100) (92.9) (7.1) (100) 

91 6032 3643 152 1082.7 NA NA 939.1 71.9 1011 -71.8 
(55.7) (33.7) (10.6) (100) (92.9) (7.1) (100) 

0 CJJ. 715.5 5392 1272 1382.0 588.4 515.7 1104.1 77.0 "1181 -200.8 
(51.8) (39.0) (93) {100) (49.8) (43.7) (93.5) (6.5) (100) 

93 1006.0 633.0 1592 17982 712.4 624.1 1336.5 99.1 1435.6 -362.5 
(55.9) (352) {8.9}. (100) (49.6) (43.5) (93.1) (6.9) (100) 

1135.0 705.0 186.7 2026.5 794.9 736.0 1530.8 139.8 1670.6 -355.9 
(56.0) (34.8) (92) (100) (47.6) (44.0) (91.6) (8.4) (100) 

95 1327.0 14052 276.7 3008.9 895.8 913.0 1808.7 151.8 1960.6 -10483 
(44.1) (46.7) (92) (100) (45.7) (46.6) (923) (7.7) (100) 

1549.0 927.0 225 2701.0 1016 1260 2276.0 185.0 2461.0 -240.0 
(573) (343) (8.3) (100) (413) (512) (92.5) (7.5) (100) 

Source: Computed from Annual Reports of the Bank & Statistics on RRBs. 
Note: Figures in brackets are Percentage share to total. 
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Table No. 5.5 

Spread, burden and Profitablility ratios ofUBKGB & MGB 

UBKGB .\1GB 
}"ears Spread Burden Profitability Spread Burden Profitabilizl· 

Ratio Ratio Ratio Ratio Ratio Ratio 

~ 435 4.51 -0.16 6.29 10.14 -3.85 

85 4.84 4.77 +{).07 6.40 10.70 -uo 
&J 5.19 4.89 +{)JO 639 9.12 -2.73 

0 

'ir7 5.64 4.62 +1.02 6.06 6.84 -0.78 

89 6.53 5.92 +{).61 7.91 724 +D.67 

''X) 6.05 723 -1.18 654 8.13 -1.59 

91 6.56 1123 -4.67 628 7.96 -1.68 

fJ2 5.01 1421 -920 6.19 938 -3.19 

93 4.03 1225 -822 4.74 9.94 -520 

.9-l 4.99 1136 -6.37 4.99 9.47 -4.48 

95 5.65 12.55 -6.90 5.50 3.34 -7.84 

% 0.80 832 -7.52 724 9.64 -2.40 

Average 

1984-90 53 52 6.6 8.6 

1991-96 3.8 11.5 5.8 9.8 

Source: Computed from Bank's Annual Reports & Statistics on RRBs. 
Note: Profitability Ratio is te defference between spread & Burden ratio. 
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Table No. 5.6~1 ·-

Operating Ratios (UBKGB) 

Years Int. paid Trns. Salary Other Salary Other Trajs. Int. Trns.Cost 
as %to cost as as %to Est b. as% to Estb.£<p. Cost paid as% to 
total %total total £<t. as total as% to as% to as% to total 
Exp. Exp. £<p. %total income total total total Bus in-

&p Income Income Income ess 

. Dec84 55.4 44.6 27.7 16.9 27.7 16.9 44.6 55.4 3.0:l 
0 

Dec85 55.9 44.1 273 16.8 272 16.7 43.9 55.9 323 

Dec86 55.4 44.6 27.7 "16.9 27.1 16.5 43.6 54.1 324 

Dec87 56.1 43.9 272 16.6 252 15.4. 40.6 51.9 3.00 

March 89 573 427 26.6 16.1 25.7 15.6 413 552 3.59 

March90 443 55.7 353 20.4 38.4 212 60.6 482 3.91 

March 91 473 527 34.1 18.6 43.4 23.8 672 602 4.46 

March 92 442 55.8 37.9 17.9 56.8 26.7 83.0 65.7 5 "'') _,_ 

March 93 463 53.7 38.5 !52 56.8 22.4 792 683 528 

March 94 48.4 51.7 35.4 163 47.1 21.7 68.8 64.4 4.82 

March 95 44.7 553 32.1 232 4"? _,_ 312 74.4 60.1 5.42 

March96 49.7 503 34.4 15.9 56.0 16.1 72.1 80.7 3.74 

Average 

1984-89 44.0 273 16.7 26.6 162 42.8 

1990-96 53.6 353 18.0 48.7 23;4 72? 

Source: Computed 
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Table No. 5.6.2 ·-

Operating Ratios (MGB) 

)"ears Int. paid Trns. Salary Other Salary Other Trajs. lm. Trns.Cost 
as% to cost as as% to Est b. as% tO Esrb.b:p. Cost paid as%ro 
total %total total Ext. as total as% to as% to as% to rota/ 
£r:p. Exp. Exp. %total income total rota/ rota/ Bus in-

Exp Income Income Income ess 

Dec84 45.9 54.1 42.9 112 53.7 14.1 67.8 57.5 4.02 

Dec85 46.8 532 41.7 11.5 52.8 14.6 67.4 592 4.10 

Dec86 49.7 503 383 120 44.9 14.1 59.0 58.3 3.5 

Dec87 543 45.7 34.6 11.1 36.3 I 1.6 48.0 56.9 2.9 

March 89 57.3 42.7 34.9 7.8 33.8 7.6 41.4 54.7 33 

March 90 52.5 47.5 37.1 10.4 403 113 51.6 57.0 3.6 

March 91 55.7 443 33.7 10.6 36.0 11.4 47.4 59.7 3.4 

March 92 51.8 482 39.0 92 45.7 10.8" 56.5 60.6 4.1 

March 93 56.0 44.0 352 8.8 44.1 11.1 552 70.1 42 

March 94 56.0 44.0 34.8 92 422 11.2 53.4 69.9 3.9 

March 95 44.1 55.9 46.7 92 71.7 14.1 85.8 67.7 6.4 

March 96 573 427 343 8.4 37.7 9.1 46.8 62.9 3.7 

Average 

1984-89 49.0 38.3 10.6 43.5 12.0 55.7 3.5 ----._ 

1990-96 46.5 372 9.4 44.3 11.2 55.6 4.1 

Source : Computed 

0 



Table No.5. 7 

)ears 

Dec84 

Dec85 

Dec86 

Dec87 

March 89 

March.90 

March 91 

March 92 

March 93 

March 94 

March 95 

March 96 

0 

Operating Cost responsiveness 

UBKGB MGB 

053 0.66 

0.88 0.98 

0.97 0.12 

0.62 0.82 

1.05 0.67 

-3.69 3.12 

5.95 035 

330 230 

0.77 0.89 

0.45 0.77 

1.44 5.09 

023 -124 

Source : Computed from Annual Reports data. 
Note : Cost responsiveness is the ratio of perc~tage variation in operating cost to the 

percentage variation in operating income. 

129 
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Table No. 5.8 ·-

Income-Advance and Expenditure-Deposit Ratios 
lA and ED Ratios 

rear UBKGB MGB West Bengal Ali India 
IIA EJD IIA EJD /!A EJD 1/A EJD 
Ratio Ratio Ratio Ratio Ratio Ratio Ratio Ratio 

84 10.94 17.63 1521 1220 13.5 15.5 13.4 16.5 

85 1210 18.88 16.11 1236 14.9 1~t8 13.0 162 

86 13.02 16.90 15.90 11.03 14.1 13.5 13.7 16.6 

'67 13.66 14.87 16.46 10.23 15.0 ;:124 14.0 14.9 

89 17.10 15.52 20.44 12.45 18.4 14.0 173 17.7 

CX) 13.47 13.49 18.23 12.22 17.0 126 14.6 14.4 

91 18.85 13.10 18.90 12.15 23.5 13.0 17.9 143 

92 18.90 14.50 18.80 13.72 19.4 143 19.9 16.7 

93 1726 16.02 20.60 14.84 21.0 16.5 193 17.4 

94 19.15 14.75 21.05 1331 21.9 15.0 19.7 15.9 

95 20.05 15.40 2230 17.10 21.8 15.8 19.6 14.6 

96 14.23 1327 24.50 12.56 224 13.9 20.1 13.6 

Source: Computed from annual reports of the respective Banks and statistics on RRBs. 
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Table No. 5.9.1 ~ 

Productivity and Profitability Ratios (UBKGB) 

Rs. in Lakhs 
Year Busieness Busieness. Income Expendiwre Salary OtherErp. Transc. Profit & 

per staff per branch per staff per staff per staff. per staff cost per Loss per 
sta_ff Branch 

Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs. 

M 7.1 T/.9 0.48 0.48 0.13 0.08 021 -0.03 

85 72 35.6 053 053 0.16 0.09 025 ·+{).OJ 

86 8.8 36.9 0.65 0.64 0.18 0.11 029 -+{)_06 

87 103 44.9 0.76 0.70 0.19 0.12 031 -+{)25 

89 12.5 51.6 1.09 1.05 028 0.17 0.45 -+{).16 

'X) 128 622 0.83 0.90 0~2 0.18 050 -0.35 

91 11.9 61.7 0.79 1.00 0.34 0.19 053 -1.01 

92 128 71.0 0.82 122 0.46 022 0.68 -222 

93 14.7 852 0.98 1.45 056 022 0.78 -2.70 

94 22.6 106.7 129 1.71 0.61 028 0.89 -2.49 

95 26.4 124.9 156 2.09 0.67 0.48 1.15 -3.14 

96 329 1553 138 224 0.77 035 1.13 -5.04 

Average 

1984-8992 39.4 0.70 0.68 0.19 o.n 030 0.09 
(i3) (9.1) (024) (022) (0.05) (0.03) (0.09) (0.11) 

1990-96192 953 1.09 Jj2 053 027 0.81 -2.42 
(82) (35.4) (031) (052) (0.17) (0.11) (026) (1.52) 

Source: Computed from data on Annual Reports ofihe Banks. 
Note : Business= Deposits+ Advance. 

Figures in brackets are respective S.D. 

0 



132 

Table No. 5.9.2 

Productivity and Profitability Ratios (MGB) 

Rs. 111 Lukh 

Year Busieness Busieness Income £Tpenditure Salary Other £Tp. Transc. Prc~fit & 
per staff per branch per staff per staff per staff persraff cost per Loss per 

staff Brunch 

Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs. 

84 4.6 23.7 Oil 034 0.15 0.()4 0.19 -0.36 

85 6.4 23.6 035 0.45 0.19 0.05 0.24 -0.38 

86 8.3 32.9 0.49 0.58 0.22 om 0.29 -0.33 

87 9.3 45.7 0.57 0.60 021 om 0.28 -0.14 

89 9.6 57.6 0.76 0.73 0.26 0.06 032 +0.15 

9J 12.1 712 0.84 0.92 034 0.10 0.44 -0.44 

91 13.0 81.0 0.92 0.99 033 0.11 0.44 -0.41 

92 13.7 92.9 0.99 l.l6 0.45 0.11 0.56 -1.14 

93 18.7 126.1 121 1.51 0.53 0.13 0.66 -2.06 

"94 19.5 131.6 1.41 1.70 0.59 0.16 0.75 -2.02 

95 22.3 149.8 1.65 2.54 l.l9 0.23 1.42 -5.96 

0 % 26.6 179.1 2.08 228 0.78 0.19 0.97 -1.36 

Average 

1984-897.6 36.7 0.49 0.54 020 0.06 026 -02 
(2.1) (14.8) (0.19) (0.15) (0.04) (0.02) (0.05) (.22) 

1990-96 18 ll9 1.3 1.59 0.60 0.15 0.75 -1.91 
(5.4) (38.9) (0.45) (0.63) (0.30) (0.05) (0.35) (1.9) 

Source: Computed from data on Annual Reports of the Banks. 
Note : Business = Deposits + Advance. 
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Table No. 5.10 

Share of refinance & borrowings in the total funds and outstanding Credit 

Rs. in Lakh 
UBKGB :\1GB 

Year Value of the %share to %share in Value of.the % share to %share in 
outstanding total fund outstanding outstanding total fund outstanding 
Refinance & credit Refinance & credit 
Borrowings Borrowings 

Rs. Rs. 

84 82.3 . 471 57.8 306 15.8 29.8 

85 1042 47.0 57.7 360 13.5 26.1 

86 1091 40.0 51.8 476 126 24.5 

87 963 31.l 393 7(J7 I~~ .)...) 26.0 

89 889 24.0 31.0 1249 17.0 328 

'X) (:f)6 16.0 21.0 1667 17.4 34.4 

91 707 13.6 29.4 1586 15.0 29.6 

92 630 10.8 23.5 1886 15.7 30.0 

0 93 750 113 20.5 1576 11.4 226 

94 841 10.0 19.4 1447 8.6 182 

95 786 8.1 15.6 1775 9.1 202 

96 938 7.8 14.9 1836 7.8 183 

Source: Computed from data on Annual Reports of the Banks. 


