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Preface 

Regional Rural Banks (RRBs) came into ~:xistcncc as a third a~~:nc~ ol rural 
credit structure on the recommendation ofNarasimham '' orking group in ll)7~ . lh: 
objective behind the setting up of the RRBs was to providt: institutional c r~:d it to the 
rura l poor by raising resources in the form deposits and refinance from the higher 
tiers . These banks have achieved a considerable degree of success in ful till in ~ the 
hasic objective of providing credit to the weakt:r sections h~ mobilisin g dcpusih and 
rdinance torm the higher tiers. Despite impressive gro\\ thin rural banking parameters. 
the~ have emerged serious problems reflected in decline in producti\ it~ and en>~inn 
of profitability and have become a subject of contro\ ers~ m ·er the past li:\\ ~ears . 

l'he losses have continued in spite of some compensatory measures taken to rc\ ive 
these institutions. The overdues in the aggregate grew at a faster rate than the 
disbursement of loans. The problems faced are also vary over times and from bank 
to bank due to their operations in different socio-economic condition and different 
level or efficiency and attitude of the management. 

rhe present study is an attempt to identitY the' arious tactors contributmg to 
the o\·erall deterioration in the performance or Uttar Banga Kshetriya Gram in Bank 
( l iBKCi B) which is suffering form recurrent accumulated losses and burden of ilea'~ 
() \ crJ ues to suggest ways and means tor a sustained gnl\\ th and ~un · i, al a::-. rural 
cn:dit structure. 

!"he study is based upon the primary and secondary data . The primary data is 
col lcctc.:d through interview schedules both at the beneficiary and bank level. WhL·rcas . 

. ~ the secondary data is a combination of various reports. statements and staus tics 
published by the bank and other concern agencies. 

lh: study is divided into eight chapters. fhe first one is devoted to introduction. 
~cuin g the general framework, objective and relevance ot' the study . Chapter two 
and three deal respectively with the problems of mobilisation of resuurc~:~ and 
deployment of credit and its impact. The recovery performance and the problems of 
overdues is analysed in chapter four. Chapter tifth analyses the profitabi lity ~md 

'iab ility prob lems by the decomposing the financial pertormance into revenues. costs 
and margins and on the basis of the productivity. prolitability and operating' ratios . 
While. chapter sixth is devoted to the study of the performance of the sample branches. 
I(Kus ing on their growth of deposits and credit. recover: and tinancial performance . 
l'hapter seventh presents an analysis on the etfectivenes~ of the performance budgeting 
~ystcm as an important instrument of Management Planning and Control System lor 
uchie\ ing the corporate goals of financial viabili ty . The final chapter L·ight. 
-., ummariscs the main findings of the study and while dnm ing conc lusions sug~'-'lS 
measures lor better performance . ' 
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Chapter I 



INTRODUCTION 

I. Statement of the Problem 

The failure of the co-operatives in meeting the credit needs of the rural areas, 

the urban bias and neglect ofweaker·sections by the Commercial Banks (CBs) have 

led to the establishment ofRegional Rural Banks (RRBs) in 1975 as a third agency 

in the rural credit structure on the recommendation of the Narasimham's working 

groups. The main objective behind the setting up of th~ RRBs was to provide 

institutional credit to the weaker sections of the society hitherto neglected and 

bringing about a progress with social justice to the rural poor. 1 

In terms of growth in rural banking parameters, the RRBs have made a 

phenomenal progress. The number ofRRBs rose from 6 in D~c, 1975 to 196 in Sept. 

I 989. The number of district covered increased from 12 in Dec. 1975 to 405 in 

Sept. 1995 while, the number of branches increased to 14528 from 17 during the 

same period, of these 92% are opened in unbanked & under bank areas and their 

rural branch network constitutes 38.3% of rural branches of all scheduled commercial 

ba.nks. Aggregate deposits and outstanding credit as on March 1996 stood at 

Rs.1418790 lakh and Rs. 750502lakh respectively.2 Despite impressive growth they 

have emerged serious problems reflected in a decline in productivity and efficiency 

and erosion of profitability and have become a subject of controversy over the past 

few years. Upto March 1995, out of 196 RRBs only 19 could make marginal profits 

while 177 were reporting loss .and many of the loss making RRBs have even eroded 

a part of their deposits. The accumulated losses of 177 RRBs stood at Rs. 171552 

lakh as on that date. Though the number of profit making bank increased to 44 in 

March 1996, the accumulated losses increased further to Rs. 215209 lakh (3) inspite 
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of some remedial measures taken by the RBI & Govt. of India during 1993-94 and · .. 

omvards. 

There are· several factors which have inhibited t}le financial viability of such 

institutions. First, the overall return on rural lending is not commensurate with the 

tr'ansaction cost added to the cost of fund. Another important factor which is 

d~maging the financial viability is poor. recovery of loans coupled with culture of 

non-recovery and periodic expectation of debt-relief. The percentage of recovery 

to demand decreased from 50.1 in 1984 to 41.2 in 1993. The overdues in the 

aggregate grew at a faster rate than the disbursement of loans. The Recovery to 

disbursement ratio fell from 70.5 in 1989 to 57.2 in 1996. The high level of overdues 

are on account of various factors like indifferent management at the grass-roots level, 

unsound lending policies, diversification of loans for other purposes, lack of adequate 

supervision over the end use of loans, vested interests and politicisation, lack of 

effective control of higher tiers over the lowers and failure to take prompt action 

against :wilful defaults. Thus, over the years RRBs have been severely weakened 

by low margin in interest high transaction cost of serving large number of small 

ac;counts, ineffective lendirig procedures, apathy of the bank staff and poor recovery. 

The rising volume of overdues of loan has been causing concern not only to the 

management of these institutions but also to other regulatory agencies like, RBI, 

NABARD and policy m~ker at the national level. The reasons for poor recovery 

vary from bank to bank and from state to state due to their different socio-economic 

condition prevail and. efficiency and attitude of the management and staff. The 

substantiallossed made by RRBs have created doubts. Whether they could function 

as. a viable unit over the longer terms. The resolution of these problems seems 

ne,cessary not only for their smooth and effective functioning but also for their very 

survival as a rural credit institutions and an agency for rural development. 

Several measures have beeninitiated by the RBI and the Govt. oflndia since 

19.91 providing greater flexibility in lending operations, rationalisation of interest 

rate structure, relocation of loss incurring branches and others. Again, the 

restructuring of the RRBs has been debated at length without a resolution. Several 

proposal have been put forth like merger with sponsor bank, merger into a rural 
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subsidiaries of commercial banks and the merger of all RRBs into a Nationwide ':. 

~ural Banks (NRBs). The latest is the plan for restructuring RRBs in a phased 

manner within the existing framework by cleaning up of their balance sheets and 

by infusing fresh capital and the introduction of Development Action Plan(DAP). 

w.e.f. 1994-95 for achieving break-even level (BEL) within in a reasonable period. 

The DAP envisages several measures to be taken by RRBs for improving their 

performances. 

There are also other areas where the rural credit delivery system is quite 

clearly unsatisfactory and it is imperative that early measures are taken to bring about 

an enduring improvement in the credit delivery system. 

The problems cited above.( calls for a details re-examination of the various 

factors contributing to the overall deterioration of the functioning of the RRBs. inspite 

of some remedial measures taken by the RBI and the Govt.of India. The factors 

Contributing to the deterioration of the performance and their magnitudes also vary 

over times and from bank to bank for their functioning in different socio-economic 

environment, different level of managerial efficiency, attitude of the staff, planning 

and control system adopted by the respective units etc. 

Thus, in the changing face or rural credit, it warrants our attention to make 

a: detail study of the problems and prospect of RRBs. ·particularly the problems of 

UBKGB which is suffering from recurrent accumulated losses and represent the 

financial state of a majority of RRBs in the country for making appropriate 

suggessions. 

II Review of literature. 

Various committees have been set-up by the Govt. of India and the Reserve 

Bank of India (RBI) from time to time to review the overall performance of the 

RRBs in achieving the objectives set before them. Studies are also undertaken by 

v~rious academicians in. highlighting the problems faced by them. The reports and 
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studies relevant to the present study are in brief depicted below: 

Dantwala Committee (1977), the working groups on RRBs, observed that the 

expansion of the system was unnecessarily hurried. The two notable propositions 

were to extent the clientele in terms of loan coverage and to present unrestricted 

lending to non-target group. Though the performance of the RRBs during the two 

y:ears period was in no way spectacular, the committee recommended for an integral 

part of rural credit system. 

RBI (1981) : RBI in its viability stUdy· on RRBs stressed the need to reconcile the 

viability with the social objectives for which the RRBs were set-up. 

CRAFICARD (1981): The committee to review the ~angerrient for Institutional 

credit for Agriculture and Rural Development (CRAFICARD), recommended for 

licensing of branches in the rural areas to RRBs on performan.ce basis, transfer of 

eligible business of rural commercial bank branches to the RRbs, the losses in the 

initial years should be made good by the shareholders, the various facilities provided 

by the sponsor banks should continue for a period of 1 0 years, the control, regulation 

ahd promotional responsibility of RRBs to be undertaken by NABARD and also 

recommended for the continuation of the RRBs as an integral part of the Credit 

System despite their many deficiencies and loss of viability. 

Kelker working group (1986). The group recommended, interalia, the provisions 

of amalgamation of RRBs in consultation with NAB~, state Govt. concerned 

and sponsor bank after taking into consideration public interest, development of the 

area and interest of the RRBs concerned. The working group was also of the view 

that inspite of serious organisatiomil deficiencies and loss ofviability RRBs should. 

c~:mtinue their existence and cater exclusively to the weaker sections. 

Khusro Committee (1987). The agricultural credit review committee in its report 

in 1989 observed that the factors which contributed to the eroson of profitability of 

the. RRBs were many and indeed endemic to the system structured as it was. In 

sum, low margins, low level of business and higher operating costs all of which 

are built into the system, account for the inescapable losses in RRBs .......... Hence, 
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the committee recommended that the RRBs should be merged with their respective ··

sponsor banks. The committee also observed that the future thrust on rural credit 

has to be on preserving the viability of the credit structure. Though the committee 

\Vas highly critical of the politicisation of rural banking, it has not sugges~ed tor 

o . . artY major structural reorganisation as the basic foundation of the rural credit system. 

Narasimham Committee (1991) : Finally, the Narasimham Committee has 

· recommended tha~ the directed credit programme at concessional rate of interest be 

p~ased out. The committee also suggested for redefinition of the priority sector, to 

include the small & marginal farmer, the tiny sector of industry, small business and 

transport operators village and cottage industries, rural artisans and other weaker 

section and for refixation of the credit target for this group at 10 percent of the 

aggregate bank credit. The committee also recommended merger of all RRBs into 

a ·nationwide National Rural Bank (NRB) and for deregulation of interest rates. 

Bhandari, M.C.(1994) and Thingalay, N.K.(1995) suggested resturcturing, 

manageyial and fmancial, by cleaning up of their balance sheet and by infusing fresh 
' .. 

c~pital and time bound improvement of financial performance. 

S~ngwan, S.S. (1989), attempted to identify the factor~ which have affected the 

v~ability of lending activities in the rural areas for RRBs. Then with the concept of · 

viability, a break-even model for rural lending activities is evolved at the branch 

level to suggest remedies.for improving its viability. 

Bedi,R(l992), inits research-project on the viability ofRRBs ofHariana revealed 

that the problems of declining margin is associated both with endogeneous and 

exogenous factors. The. solution has therefore, to be sought basically at the level of· · 

monetary polic:>: which is an· exogenous parameter for the bank and by efficient 

internal management of the business which is an endogeneous factors. 

Tara pore, S.S. (1994), in his paper suggested for freedom in respect of determining 

the rate of interest. He also highlighted the involvement of self.:.help groups (SHGs) 

arid Non Govt. Organisations (NGOs) in the process of lending and stressed an 

urgent need for restructuring the RRBs and if necessary, closure of some unviable 

RRBs. 
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Yarde; S. Varsha (1994), Viewed that commercial viability and economic '..:. 
' ' 

development are not the mutually exclusive factors' and they can be achieved 

simultaneously: 

Mahapatra, U.C. (1995), has focussed on the fact that even in the present liberalised 

and competitive rural banking environment, rural banking is as relevant as it was 
' ' 

before and the bankers must reorient their attitud~ and develop a positive out look 

to meet the emerging challenges for actualising the overall organisational excellence. 

Bhavani, R. V. (1995), stressed the need for linking of banks with SHGs and NGOs 

and the viability and greater accountability of the. system as a whole are also 

imperative. 

Chowdhury, R. Kumar (1996), in his article on RRBs observed that RRBs have a 

definite imporumt role to play and the solution lies not in abandonipg but revitalising 

them in suitable manner. Identification of appropriate beneficiaries, constant 

monitoring of proper utilisation of loans and time.-bound repayment are the major 

tasks for successful operation of the RRBs. 

Rao, V.K.K.B ·(1996), in his articles focussed on to the conduct o~ Organisational 
I 

Development (OD) workshop in all the RRBs to bring" about the desired attitudinal 

o change in the staff of the RRBs in addition to the -structural adjustments attempted 

by the Govt.thi"ough restructuring of RRBs and implementation of Development 

Action Plan (DAP) and lending through SHGs and NGOs. 

The reports and studies mentioned above have amply proves that the RRBs 

in the country can serve as an important instrument for achieving the national policy 

objective of economic growth with social justice. The studies have pointed out 

various aspects for successful operation of the RRBs. The recurrent accumulated 

lossed and the faster growth of overdues of UBKGB inspite of the some remedial 

measures taken by the Govt. led us to have some fresh thinking on the issues that 

stand on the way for its successful operation as a rural credit agency for the 

development of the three backword districts of the state of West Bengal, the 

operational area ofthe bank. Hence, the study of the pr:oblems & prospect ofRRBs, 

a case study of UBKGB is justified . 
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III Objective of the study. 

The attainment of social objective of lending to the weaker section by 

mobilisation of rural savings and refinance from higher tiers and channelising them 

for productive activities in the rural areas was the major objective behind the setting 

up of the RRBs. In achieving the obje~tive a basic prerequisite for an efficient and 

v;iable credit delivery system is that it earns sufficient income (interest and other ) 

. t? cover all its expenditure (interest and other establishment costs). The timely 

recovery of loans, the another pre-requisite for a sustainable growth, is far behind 

the expectation. No credit programme can· expand without adequate recovery inspite 

ofthe Govt,s best efforts, The recovery is also related to generation of sufficient 

income which in tum is dependent on adequacy and timely delivery of loans, 

identification of viable scheme and beneficiaries, quality of assets acquired, pattern 

of use ofloans and follow-up and the rate of interest charged. Above all, the interest" 

~nd initiatives of the bank staff and concerned Govt. agencies, the policies of the 

Govt, and that of the bank play a very important role for better recovery. The 

operational area under different economic activities also plays a positive role for 
! . , . . 

s:uccessful fu~ctioning of a bank. This coupled with positive management attitude 

c~ create a viabfe institution. 
' . 

.Jn view of the above, the following objectives are set for the present study: 

1) Identification of the specific problems and their magnitude in attaining 

the major objectives of lending to weaker sections by mobilisation of rural 

savings & refinance 

· 2) To fmd a credi~ delivery system that will ensure effective use and recovery 

of loans. 

3) To examine the factors contributing to the qverall deterioration of the 

financial performance of the bank. 

4) To understand the management planning and ~ohtrol system in achieving 

the desired results. · · 
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5) To suggest measures for overall improvement of the functioning pf the 

bank as well as RRBs of the country. 

IV Methodology and scope of the study 

The study is based on primary and secondary data. To study the prohlems 

of the bank a questionnaire based personal survey is conducted to obserYe the 

individual opinion of the bank personneL (Appendix ll). For this purpose both the 

head office and branch office staff were interviewed personally on selective has is. 

To study the problems of recovery of loans and the impact of credit. a micro level 

tield sur;vey on selected beneficiaries is also conducted through a schedule . 

\Appendi x I) To collect the information for this purpose. 261 beneficiaries/ 

borrowers, selected at random from all the three districts of the banks operational 

area, were interviewed personally. Whereas, the secondary data is collected from 

the respective sources published by t~e bank concern, the NABARD,the RBI and 

other Govt. agencies. The data so collected are tabulated and analysed with the help 

of some simple statistical tools and interpreted accordingly. The study is also make 

use of various productivity, profitability and operating ratios for assessing the 

financial performance and comparative analysis. The profitability performance is 

also anatomised into spread and burden ratios. The spread ratio is analysed in terms 

of cost and return on funds. To study the problem at the branch level. the branches 

of the bank are grouped into three different categories (strata) viz .. urban. semi

urban and rural considering their area, location and volume of business. The samples 

are then drawn from each group at random basis. 

The data for which is collected from the respl.':ctive br51nches and partially 

from the head office in addition to personal interview and discussion with those . . 
branch managers/ officers. The management planning and control system is analysed 

on the basis of interview results through a set of qu~stionnaire.(Appendix Ill and 

lV) The study covers the period of 12 years (1984-1996) at the corporate level and 

10 years ( 1986-96) at the branch level. The initial year 1984 has been selected a iter 
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allowing an average minimum period for attaining its viability (on average a RRB ·

would require 6 years and 70 branches network having 8 crores of outstanding 

business).4 The banks performance is compared with Mallabhum Gramin Bank 

(MGB) having the same age and coverage of three similar backward districts. of 

the same state of West Bengal, viz., Bankura. Purulia and Midnapure. 

V Limitation of the study. 

The study is explanatory in nature. Data collected through multiple channels 

and sources are mainly a combination of primary and secondary types. Inadequacy 

of required data and lack of sufficient interest and initiatives of the concerned Govt. 

agencies and bank personnel in explaining and providing required information/data 

in many cases have made the scope of investigation limited. All the required data 

also could not be collected for the poor system of reporting and recording/filing of 

the statistics in a systematic manner. Circular containing data on various aspect of 

their operations is restricted to official use only. Non.:availability of required data 

has stood in the way of extending the scope of the thesis. Again, the management 

of cash which is an important segment of fund management that significantly affects 

margin of funds and eventually, profitability has not been considered in our study 

due to non availability of the said data as per requirement. 

VI The Schematic Arrangement. 

Keeping in view the objective of the study, the theme of the research work 

has been chapterised as follows : 

Chapter I starts with introducing the problems. It is followed by overview 

of literature and objective of the study. The scope of the thesis, methodology adopted 

and limitation of the study have been duly considered. 

Chapter II deals with the problems of resources mobilisation of the bank 

with special attention to deposits, the major source of fund. The problems of raising 
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deposits has been analysed~ with the help of interview schedule. While chapter III 

is. devoted to the factors affecting the growth of credit. The impact of credit_ has 

b~en analysed on the basis of interview results with the beneficiaries. The chapter 

IV analysis the recovery performance of the bank in comparison \\:ith other RRBs 

and attempted to find out the causes of poor recoveries of dues. For this purpose a 

field survey at micro level as well as persomw interv!e\v with the bank personnel 

is:conducted to study the problem in-depth. 

The financial viability and profitability problems of the bank is considered 

in: chapter V. lt 'makes an attempt to find out the factors affecting the financial 

p~rfonnance ofthe bank, While, chapter VI analyses the performance of the sample 

branches in selective variables. Chapter VII presents - The management planning 

and control system, with particular attention to budget formulation, settlement and 

review procedure. The final Chapter, VIII, summarises the main findings of the study 

and while drawing conclusions suggests measures for successful operations of the 
I 

banks. 

VII. A glimpse of Uttar· Banga Ksbetriya Gramin Bank and its 

operational area .. 

Uttar B~mga Kshetriya Gramin Bank (UBKGB) was established on 7the 

March, 1977 as per the provisions of the Regional Rural Bank Act which came into 

forct? with effect from 9th Feb;, 1976. It has been sponsored by the Central Bank 

of Iindia. T?e Bank was started with Paid-up capital of Rs. 25 lakh contributed by 

the 
1

Govt. of India sponsor Bank and the state Govt. in the ratio of 50:35: 15 when 

" the ~uthorised capital was ~xed at Rs. 1 crore. The paid-up capital was raised to Rs. 

50 Lakh during 1986 in terms of section 63 of the RRBs Act, 1976 and further to 

Rs. ;75 lakh during 1993 contributed by the shareholders in the same proportion. 

The; authorised share capital- of the RRBs· has been enhanced from Rs. 1 crore to 

Rs. 5 crore and paid-up capital to Rs 1 crore w.e.f. Sept. 28, 1988 on the 

reco'mmendation of Kelker working group on RRBs. ~ut the paid-up capital of our 
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bank was remained at Rs. 75 lakh up to the date of reporting due to non-compliance 

~fthe norm for availing this benefit of additional share capital. 

The Bank was started with two branches in 1977 with 633 deposit and 497 

credit accounts and total business of Rs. 4.53 lakh.(Appendix - VII) The network 

of the branches increased to Ill with total deposits of Rs. 3595.6 lakh and 

~utstanding credit ofRs. 3310 lakh in March 1990. During the first three years, the 

~ank earned profits of Rs. 3.2 lakh from investment of paidup capital with the 

sponsor Bank when the number of staff and normal lending activities were very 

rilinimum. In the subsequent five years, the bank sustained losses ofRs. 45.9 lakh. 

During 1985-1989 i.e. before the award of National Industrial Tribunal. (NIT), which 
' 

p:rescribed pay parity for RRB staff with those of the commercial Banks, it earned 

n'Iarginal profits and thereafter, it suffered from recurrent losses. The accumulated 
' 

l0ses of the bank up to Dec, 1983 stood at Rs. 40.5 Lakh and it increased to Rs 
' 

1 ·.885 lakh in March 1996. 

The number of loss making branches in Dec. 1984 was 45 out of the total 

83 and it increased to 1 03 in march 1992 when the number of branches increased 
I . 

! 

to 1 11. After adopting Prudential accounting norm in 1996 only 16 brnahces were 

~aking profits. Of the total brnahces 75% are opened in areas having population 

of less than 10 thousand (1981 census). 

The recovery performance of the bank during the first six years ( 1977-1982) 

was more than 63% of the total demand and decreased to 35.9% during the next 

seven years (1983:..90). It reached to 25.3% during the recent five years (1992-96). 
I , 

The recovery to disbursement ratio fell from 77.5 during 1984-90 to 50.3 during 

1 ?91-96 (Appendix-VII). 

The operational area of UBKGB. 

Uttar Banga i.e. the northern part of the state of West Bengal or North Bengal. 

Consists of five northern district of West Bengal Viz., Maida, West [)inajpur, 

Ja:lpaiguri, Darjeeling and Coochbehar. The district West Dinajpur is now divided 
i 
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into north and south Dinajpur. The geographical area of North Bengal is .21332 Sq. 

Km. Which is about I /6th area of West Bengal. There are three geographical regions 

in North Bengal i.e. Himalayan, Sub-Himalayan and plains. The Himalayan region 

consists of three hilly sub-divisions of Darjeeling namely. Darjeeling Sadar. 

Kalimpong and Kurseong. Western Dooars of Jalpaiguri and Coochbehar are referred 

to as Sub-Himalayan region. The Plains cover entire district of West Dinajpur. Maida 

and Part of Coochbehar and Jalpaiguri district. The economy of North Bengal is 

under developed and in general characterised by inadequate infrastructure and 

marketing facilies5 . No big industry has so far been set up in this area . 

Of the total population of West Bengal. population of North Bengal 

constituted 15.08% in 1951, 15.9% in 1961. 16.9% in 1971, 17 .3% in 1981 and 

I 7. 7% in 1991 as per census reports. That is the gr~wth of population of North 

Bengal was muclr higher than the average growth of the state. Among the three 

districts (Coochbehar, Jalpaiguri and Darjeeling) the average growth of population 

of Coochbehar during the decade 1971-1991 was the highest (28 .02%) followed 

by Darjeeling (27.6%) and Jalpaiguri (26 .52%) against the state average of 24.9% 

(Appendix - VIII) 

The area of operation ofUBKGB Comprises of three districts of North Bengal 

Viz.: Coochbehar, Jalpaiguri and Darjeeling. Total geographical area of these three 

districts is 12763 Sq. Km. which is about 60% of the area of North Bengal and the 

area of operation ofUBKGB. 

Distribution of Population- Total population of the area of the three districts 

as per 1971 census was 39.44 Lakh and increased to 50.11 Lakh as per 1981 census. 

It reached to 62.72 lakh in 1991 census which constituted about 52% of the total 

population of North Bengal. The rural population constituted about 81% of the total 

population as against the state average of 72.5%. Coochbehar district has the highest 

rural population (92.2%) followed by Jalpaiguri (83.6%) and Darjeeling (69.5%). 

More than 49.5% ofthe population ofthese districts belongs to scheduled caste (SC) 

and Scheduled Tribe (ST) as against 29 .2% of the state average. District- Wise 

distribution of SC and ST population are 58%; 52.4% and 39.9% respectively for 
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J'alpaiguri, Coochbehar and Darjeeling. The respective share of ST population of :.:. 

the districts are 21 %; 0.6% and 23.8%. 

Literacy rate : The average literacy rate of these three districts of 49.3% 

was far behind ~estate average of 57.7%. District-Wise literacy rate was 57.9% 

for Darjeeling, Coochbehar 45.8% and Jalpaiguri 45.1 %. 

Occupational distribution. 

Coochbehar: Work participation rate of,this district was 32.1 %. Out of this, 

14.7% are cultivators, 8% are agricultural labourers, 0. 7% household industry 

worker, 1.6% marginal worker and other 7.2%. That is more than 75% ofthe total 

workers are engaged in agriculture. There are only 20 registered factories in this 
I 

d~strict up to 1994-95. Of the 'total land, 68.2% in available for cultivation. The 

District Coochbehar is pre-eminently an agricultural district and agriculture forms 

the principal industry of the district. 

Jalpaiguri: Of the total land 36.2% is available for cultivation purpose and 

I ?.5% of the land is under plantation and 28.8% is under forest. The work 

participation rate of this district is 33 .8%, slightly higher than Coochbehar. The 

percentage of worker in agriculture is 16.9% and much lower than Coochbehar 

(~4.3%). The worker engaged in other activities is 16.6% higher than Coochbehar 

(7.2%). Work participation in household industry in only 0.4%. The number of 

r~gistered factories was 221 higher than Coochbehar. 

Darjeeling : In Darjeeling only 21.2% of the land is available for cultivation, 

3 8.2% of the land is under forest and about 22% of the land is under plantation. 

Agriculture and plantation form the principal industrial pursuits of the people of 

the district of Darjeeling. In the hills, a very large proportion of the area is under 

tea, forest and Cinchona and the area under ordinary non-plantation is very small. 

. In. comparison with other two districts, the work participation rate is better 34.2%. 

Of the total work participation only 12.8% are engaged in agriculture and more than 

21:% are engaged in other work (plantation & other). The number of factories 
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r,egistered in this district was 366 higher than other two districts. In household '.:. . 

industry just 0.21% people are engaged. (Appendix ~ VIII) 
I • 

' 

Administrative division. 

Coochbehar district compri'ses five sub-divisions namely, Coochbehar, 

Tufangang, Dinhata, Mathabanga and Mekligagn. There are 12 blocks. with 128 
I 

(Jram Panchayat (G.P.). The district Jalpaiguri comprises of t\vo sub-divisions 

namely Jalpaiguri and Alipurduar. Number of plocks are, 13 with 122. G.P. 
I , . . 

Oarjeeling comprises of 4 subdivisions namely, Daljeeling, Kalimpong, Kurseong 

and Siliguri. The number ofblocks are 12. 
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UBKGB AND THE PROBLEMS OF RESOURCE 
MOBILISATION. 

Introduction 

15 

RRBs including Commercial banks have usually access to the three sources 

of funds : Capital funds, deposits and refinance. In the early stages of eYolution of 

banking business initial capital constituted the major portion of the financial 

resource. Deposit banking was then in the most primitive and inadequate form. 

Borrowings were scant and uncommon till the central banking emerged into 

prominance and the central bankers came to be recognised as bankers bank. With 

the development and growth of commercial banking practices and the banking habits 

the significance of bank deposits gradually increased1
• Of all these sources deposits 

are the most useful because they do not simply provide block funds but a source of 

perennial supply of funds. 

Capital funds of RRBs 

According to RRBs Acts, 1976,each RRB is envisaged to have Rs. l 00 lakh 

by way of authorised capital but the paid up capital is fixed at Rs.25 Lakh.lt is raised 

to Rs.50 lakh during 1986 in terms of section 6(3) of the RRBs Act.l976 and further 

to Rs 75 lakh during 1993, shared by the central govt .. state govt. and sponsor bank 

in the ratio of 50:15:35 . The authorised share capital has been enhanced to Rs.5 

crore and paid up capital toRs. 1 crore w.e.f Sept. .28.1988 on the recommendation 

of Kelker working group on RRBs. However,the paid up share capital of our Bank 

(UBKGB)up to March, 1996 still remained at Rs 75 lakh only due to non-compliance 

of the norm for selection in the second phase for revival and restructuring ofRRBs.2 

132214 
1 7 AUG 2000 
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Refinance &Borrowing. 

At present NABARD and sponsor Banks are jointly providing refinance to 

t:he RRBs for short term (ST) and· medium term (MT) purposes. The refinance 

facilities are however subject to recovery performance of the Bank. With the decrease 

qf recovery performance of RRBs, the refinance facilities are on the decreasing 

trends. 

. The percentage share of borrowings and refmance to total funds in Dec. 1984 
I tas as high as 4 7.2 per cent and fell at a steady rate over the years and the percentage 

r¢ached to 7:8 iri March 1996(table 2.5). The ~chieveinents under Development 

4-ction plans ·are found to be very unsatisfactory. During~ts first year plan the actual 
' . . ,· -

performance ofre;.:fmance facilities from higher tiers was lowered by 18.6 percent 

abd during the 2nd ye~ it wa:s lo~ered by 16.0 percent.(table 2.8). 

Deposits as Sources of funds 

, · One of the main objective of Setting up of the RRBs was to mobilise rural 

s~vings for channelising them for productive activities in the rural areas. In view 

of the limitation regarding growth ofthdr owned funds the commercial banks (CBs) 
I . 

even regard deposits as the most important .source of fund and bent upon augmenting 

. their financial resources by mobilising deposits. 
I • . 

Table 2.5 depicts that the share of Deposits to total source of funds of . . . 
UBKGB has increased from 51.4 percent in Dec 1984 to as high as 91.5 percent in 

m.arch 1996. While,the p~rcentage share of own capital, refinance and borrowings 

d~creased at a steady rate over the years. Similarly the share of deposits of MGB 

. in; Dec 84 was 82.8% and increased to 91.8% in M~ch 96. 

Hence, our study is focused on to deposits mobilisation. 
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Deposit Mobilisation 

_According to the Narasimham working group ( 197 5 ). the attainment of social 

objectives of lending to weaker section in the rural areas by mobilisation of deposits 

was the main idea behind the setting up of RRBs . The collection of small savings 

by way of deposits and a rapid recycling of funds in the lending operation are also 

the basis of capital formation for rural institution. Hence, the study of gr0\\1h deposits 

of the banks as well as for All RRBs in the country are of paramount importance 

for better financial performance. In this chapter an attempt has been made to study 

the growth of Deposits of UBKGB in comparison with other RRBs at the state and 

National level average. The problem faced by the bank in the mobilisation of deposits 

has also been duly considered. 

Factors of Growth of Deposits 

The growth of deposits is directly a function of the amount of credit extended 

by banks in the form of loans and advances and investments. This apart. the level 

of deposits increases with the spread of banking habit, personal savings, branch 

expansion, growth of economic activities, competition. marketing strategy customer 

service and the rate of interest on deposits. In our study however, the effect of all 

these factors are not considered separately in detail due to nonavailability of required 
• 

data and information. In this study information is collected by personal interview 

with the bank staff and with the beneficiary and on the basis of the statistics on 

bank data. The performance of the bank in the mobilisation of deposit is judged 

with other bank of the state and also with the national level average. 

Number of branches and growth of deposit 

There has been a positive Correlation (r=0.86) between the increase of 

number of branches and the growth of deposits. which is statistically significant at 

0.0 I level (The Correlation is calculated from the year 1980 to 1990 i.e. up to the 

year of opening of new branches). However, this correlation was not perfect due to 
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illiteracy & ignorance, low level of income and lack of initiative of the bank staff '.:. 

fc;>r mobilisation of deposit from the rural areas. 

- It is a special feature of rural savings that the s·aver and the user is one and 
I 

the same person. Therefore, it is important that the bank might have to provide funds 

to rural areas for in creasing their economic activities to enable them to increase 
I " 

their saving· capacity. 

Survey reveals that several institutions like post office, Agents of UTI, share 

b~okers money lenders and inahajans compete for mobilising deposit by offering 

higher rate of return on deposits. The slower growth of deposits of UBKGB during 

1992-93 over preceding. year can be attributed mainly to share market boom and 

attractive rate of return offered by Post Office, UTI and other non-banking financial 

institution. 

Marketing strategy and Customer Service 

So far as customer services of banks are concerned RRBs are in a better 

P<?Sition. Interview with the beneficiaries has brought to light very minimum 
' . 

cqmplain about the services ofthe branches ofUBKGRB. 

As compared to RRBs and co-operatives, commercial banks are in a better 

position to provide facilities like, payment of bills, collection of monetary ~laims, 
I 

dividend warrants, safe custody of valuables, issuing of draft etc. The interview also 
I 

reveals that due to lack of banking and other facilities the well off section in the 

rural areas and businessman in the semi-urban & urban areas keep their deposit 

wi'th CBs. , 

The survey conducted by National council of Applied Economic Research 

reveals that only 83.6 percent of the depositors opened bank account on their own 

initiative. In the case ofsmaller towns the proportion of_depositors induced by banks' 

o~n staff has been much higher (14 percent) as compared to the position in the 

lar~er town which is 5.43 percent as the study reveals. Thus, the personal contract 

with the pro~pective customer in the rural & semi-urban areas plays a vital role for 
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the mobilisation of deposits which is far behind the expectation of the staff of 

UBKGB. · 

An effective marketing strategy also needs provision of schemes of deposits 

that suit various needs of the people.The Khudra Sanchaya Prakalpa (KSP) which 

W:as introduced in 1982 as a new deposit scheme found very effective in mobilising 
•, 

deposit. Though the scheme was very popular, the bank is not taking much interest 

i~ the recent years at the instance of fraud of money by some collecting agent ·and 

fo,r increasing of work load of the staff and managerial problems. 

Bankers' view for low level of growth of deposit 

Interview with the staff reveals that low level of economic activity in the 

ru~al areas are the major reasons for slower growth of deposits of the bank to which 
I 

34:.7 percent of the respondents attributed their views followed by aversion of well-

off section and businessman. (27.1 %) for lack qf banking facilities and higher rate 
' . 

of:retum offered by the postof£1ce and other non-banking financial institution 
I 

(14.5%) table 2.7. 

Imp~ct'of rate of interest on deposits 

Usually, a higher rate of interest and the upward revision of the level of 

int¢rest rate has a positive bearing upon the savings and the growth of deposits of 

the :,banks. The RRBs are allowed to 0.5 percent higher rate of interest on all savings · 

ban~ account. The impact ofchanges in the interest rate structure on term deposits 
I • 

(Appendix -V) can be examined in the following paragraph. · 

The interest rate for the term from 91 days to less than 6 months and from 6 

mortths to less than one year h~ been increased from 5.5 percent to 7.0 percent 
I ' . . 

and .. from 7.5 percent to 8.5 percent respectively and from 8.5 percent to 9.0 percent 

for ~he term one· year to less than two years w.e.f. 27.5.1985. The growth rate of 

deposits both in No of Account and in Amount in that Year decrease to 16.5 and 
! . 

28:3 ;percent respectively from 68.2 and 74.5 percent in the preceding year. Again, 
I • 

I • 
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w.e.f. 4.7.91 the interest rate for the term one year above but less than two years:.:. 
' •. 

!~creased from 9.5 percent to 10.5 percent and from 10.5 to 11.5 percent for the 

term two years above but less than three years and from 12.0 to 13.0 percent for 

tpree years and above.While, the growth rate in deposit amount decreased to 23.8 

percent from 30.4 percent.in the preceding year. The higher rate of interest w.e.f. 

9.10.91 to 12.4.92 was also not accompanied by higher rate of growth in that year. 

l,'he rate of interest on savings deposits has remained unchanged to 5.5 percent up 

t~ 31.10.94 and the rate reduced to 5.0 percent w.e.f. 1.11.94. It thus appears that 

the upward revision in the interest rate structure has no effect in boosting the growth 

r~te of deposit of UBKGB (table 2.1 ). It h~s also been .observed while interviewing 

the beneficiaries that they have no knowledge about the interest rate structure on . 

deposit and also on any revision. 

The positive growth rate of savings and Khudra Sanchhya Prakalpa (K.S.P.) 
I . 

deposit (Table 2.6) with no increase of the interest rate has clearly an indication of 

gl-owth of income. The survey indicates that 52.7% of the borrowers have been 

benefited directly in the generation of income (table 3.7). 

From the above discussion it can be inferred that income effect was stronger 
I 

than interest rate effect on the growth of deposit of WBKGB and for other rural 
' 

bi;Ulks. It has also been observed by Dr. V.N. Hukku that co-operatives which provide 

higher rates of interest on deposits had no effect on the growth of deposits3 . 

The growth of Deposit its Relationship with the Growth of Credit 
I 

In order to e~e the relationship between the growth of Deposit and Credit 

both in accotiht and amount, liner regression equation (Y=a+bx) based on the date 

from Dec 1980 to March 1996 of the bank (UBKGB) were worked out and the 

regression equ~tions are presented as below: 

Yt~-1181.4137 + 1.8566X
1 

(I) 

( 12.159) Significant t .0000 
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r=0.9558 

F= 14 7.833 significant F .0000 

Y
2
= -3.4487 +1.6342~ (2) 

(21.421) sgnificant t .0000 

r= 0.98509 

F=458.86242 significant F .0000 

Where Y
1 

and Y
2 

are the deposit amount and deposit account respectively 
i • 

(drpendent variable) and X
1 

and X2 are Credit amount and Credit account 

respectively (independent variable). Values in the Parentheses indicate the values 
I 

ofit - statistics corresponding to respective regression coefficient. 

, [ Regression coefficient "b" the slope of the line of regression of Y on X is 

als~o called regression ofY on X. It represents the increment in the value of dependent 
! . 

variable Y corresponding to a unit change in the value of independent variable X. 
I 

Re'gression analysis is a mathematical measure of the average relationship between 
I 

twb or more variables in terms ofthe original urtits of the data.] 

The regression Co-efficient were found to, be positive & significant in both 

th~ equations implying thereby that the growth of deposits of the bank have a direct 

and positive bearing on the growth of credit both in number of account arid amount. 
' ' 

Ho:Wever, the magnitude of relationship varied between deposit amount and in 
I . 

deposit account. 
' 

This indicates that the growth of deposits of the bank will be adversely 

affected with the decrease of credit in the future. That is for one unit change of 

credit, growth of deposit will change by 1.86 units of deposit amonut and 1.63 units 
I . 
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of deposit account. Hence,. the bank might have to take necessary Steps for '-~ 
I . 

rrlaintaining a steady growth of credit .. 

' 
I ' 

' I DEPOSIT MOBILISATION ., 
I. 

I 

·Growth & Performance 

It is evident from dat~, given in table 2.2 thatihe deposits mobilised by RRBs 
i . ' . . 

at the national level in Dec 1984 were Rs. 95997 lakh and increased to Rs. 1418790 
I . . . 

lakh in Mar~h 1996. 

The deposit mobilised by RRBs in West Bengal in Dec. 1984 were Rs.;5813 
I . . • . . 

lakh and incre~ed toRs. 97076 lakh in March 1996. While the deposits ofUBKGB 
\ has increased from Rs. 896 lakh to Rs. 10954 lakh and for MGB it increased from 
! 

Ri ·1606 lakh to Rs. 21489 1akh during the same period. At the national and state 
i ', ' 

le}rel they increased form ip.dex number 100 to 1478 and from 100 to 1670, i.e. at 
i . . . 

th~ nationa1 le:velit increased by 14.8 times and at the state level it increased by 

I~-7 tiines over ~ period of 12 years. Likewise, for UBKGB and MGB they had 

infrea5ed from index m:imber ·roo to 1223' and froin 100 to 1338 respectively. This 
' 

m~ans that deposits of UBKGB ~ad grown by 12.2 times while for MGB it groWn · 

b~ 13.4 times during the period of 12 years. Scrutinising these figures it is seen 
i ·. . . . . ' . ·.' . 

that the performance of our bank (UBKGB) in the mobilisation of deposits has peen 
i ._ .· ',:' ' :·. .·. . . ' 

1o1ver than MGB and from_~enational and' state level average. 

In terms of percentage-of growth over preceding year table 2.1 indicates that 

th~ average growth(G.M.) ofdep~sit during 1984-90 ofUBKGB was much higher 
\ ·. . ' ' . . . '. ·. 

36;.8percent as against 19.7percent during 1991-96; Similar trend was found for 
. I . . 

M~B and at the state and nationa11evel For MGBthe growth was 37.8 and 17.8 

petcertt and at the state and national level it was 41.3% ~d 20.8% and 35.2% and 

22A% for the same period. ·The reasons for this higher growth rate during 1984-90 
' . 

w$ due to opening of more new branches during those periods. The lowest Growth 
I 

wa:s recorded during 1992 and 1993 at 16.8 and 11.8 Percent respectively due to 
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negative growth ·of credit during 1991-92 (table 3.2) and boom in share market'-~ 

and. higher rate of return offered by postal savings and other non banking financial 

institution. The table also indicates that the growth of number of deposit account 

was much lower than the growth of deposit amount. The gro\\th rate was negative 

in 1990 & 1995 over the previous year. This lo\ver and negative growth rate in 

deposit account was due to lack of initiatives of the bank staff. The interview with 

the bank staff also confirm this. The .grO\\<th rate of deposits in the later years also 

affected with the decrease of growth rate of credit. A positive correlation (r= 0.96) 
' . 

between groWth of deposits and credit and a positive regression co-efficient also 

satisfy this condition. 

Deposit Per Account, Per Branch and Per Staff 

The performance of the bank however, better to be judged with the indicators 

like, deposit per account, per branch and per staff that are presented in table 2.3. 

The table indicates that the average size of deposit per account during 1984-96 was 

Rs. 1730 with standard deviation (SD) ofRs. 914 for UBKGB. While for MGB the 

average size was Rs. 1760 with SD ofRs 598 during the same period. This indicates 

t,hat the banks deposits are mostly coming from small· savers. 

As regards the deposit per branch it increased from Rs. I 0.8 lakh in Dec. 

1~984 toRs~ 98.7 lakh in March 1996 for UBKGB. The average size of deposit per 

qranch during the same period was Rs. 41.8 lakh with S.D. of Rs 28:3 lakh. The 

average size per branch for MGB, at the State and National level was recorded at 

Rs. 53.7, 44.4 and 38.2 lakhrespectively indicating thereby that the performance . 

of UBKGB was far behind from state average and also from MGB. 

The average deposit per staff of UBKGB was ho\\;ever; similar to those of 

MGB, state & National level. 

The growth of deposit per staff has a close relation wit the growth of number 

of staff. It increase with the decrease of staff and decrease with the increase of 

n)Jmber of staff. 
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District-wise performance 

·District-wise performance in the mobilisation of deposits of the bank is 

·presented in table 2.4. It is evident froin the table that Jalpaiguri district ranked first 

(40.3%) followed by Cooch Behar (32.3%) and I?aijeeling (27.5%) in the mobilising 

of deposit in terms ofpercentage share to total deposit (average). The average (G.M.) 

. o ·annual growl? rate of deposits during 1984-90 were 38.6,34.9 and 34.1 percent 

respectively for Cooch Behai, Jalpaiguri and Darjeeling. The rate decreased to 19.0, 

i 17.5 and 21.3 pe~cent . r~spectively for the distriCts during 1991-96. The growth of 

:deposit of a district has a direct bearing on the socio-economic condition, spread of 
' 
:banking habit in addition to bank's effort in this direction. 

The better socio~economic condition and· the initiative of the staff ( 1981 

census) may be attributedtothe better performance ofjalpaiguri District. 

Composition ofDeposits 

The .composition of deposit as given in t~ble 2.6 shows that saving bank 

:deposit of the··bank were persistently predominant during our study period.· This 

accounted for about 55 ,perce~t of total deposit varying from 62.3 to 49.0 percentage 
' , ' '. . . 

with. a decreaSing trend. Th~ share of term deposito (excluding K.S.P.) on the · 

~therhand, increasing frorn17 .6%. in Dec 1984 to 33.5-% in March 1996. The share 

of K.S.P. (term), which was introduced in 1982 ~sa new deposit scheme. was· -

varying between 13 to 23 percent of total deposit. Since, the major clientele of the ' 

bank are rural poor, the share of current & call deposit was very negligible, accounted 

for' only about 3 percent of total deposit. 

The composition of deposits and their relative growth have a great bearing 

upon the cost and profitability of any lending institution like UBKGB. The growth 

rate varied widely for each type of deposit. The growth ?f saving deposit was varying 

form 75.3 in De 1984to 6.6 percent in 1996. The average growth rates (G.M.) during 

1984-90 were 33.6, 39.0 and 44.3 percent respectively for saving, term and K.S.P. 

deposits. The rate during 1991-96 decreased for all types of deposits and were 12.5, 

28.2 and 15. 7(AM) percent. It thus, appears that the growth rate for 'all types of 
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deposits deceased in the recent years ( 1991-96) as compared to earlier years ( 1984- =:.. 
' . 

90). However, the rate of fall for term deposit was minimum as compared to other . 

types. 

Ownership Pattern of Deposits 
. . . 

Individual with their small savings accounted tor major share of deposits of 

the bank. OutStanding balance ofinstitut.ional depo~it was Rs. 75.6 lakh (8.44%) as 

on Dec 1984 and incre~ed toRs 508~2 lakh (6.8%) n march 1994 (Development 
I 

~ction Plan o~ tli~ ·Bank). In the composition of deposit, the noticeable feature is. 

that the share ofsaving deposit was ~e highest, followed by term deposit. One of 

the reasons that can be adduced is that the depositors of the_ bank are mostly of 

s,mall savers from the rural areas prefer to save in the saving deposit ~ccount for 
. . . , . 

facility of withdrawal to meet their contingent requirements. The depositors second 

favour for term deposit are· for higher rate ·of interest. The lowest share of current 

. ~ call ;deposit is due to the absence. of very small institutional acc~unt and trader 

clfbig size in that area. The other reason is that the Rl~Bs can not provide all the 
: '; ··. :- . . . .,. . 

banking facilities like commercial banks. The break-up of deposits further indicates 
r . ' ' 

that savings and term deposits together constituted about 97 percent of total deposits. 

lihis is certainlya welcome development from the. rural banking point of view. The 

t~rm deposits are considered as the indicator of rural savings while, saving deposit 
j . '. ·•. ' . . . ·.·. ' 

are the .barometers of spread and intensity of mass banking. 

Achievements under Development ACtion Plan (DAP) 

The UBJ(GB like other RRBs in the country has adopted the preparation of 

DAP W.e.f. Aprill994 for a~inment ofviability within a reasonable period oftime. 

The performance under DAP for various type ofdeposits can be viewed from 

the table 2.8. It is seem from the table that in the first year (1994-95) of its plan 
I . . 

actual performance was better both for savings and term deposit ( l. 9% higher than 
,' . . . . . 

targeted). However, for the current deposit, actual perfo:rnance was lower by 12.4%. 



27 

In 1995-96 other than term deposit which increased by 21.1 %, the performance in '.:.. 

savings & current account deposit was lowered by 4.6% & 28.0% respectively. 

Summary 

The above analysis has brought to focus on the following broad conclusions: 

1. Among the various source of funds, deposits constitute a major share 

(average about 77%) with an increasing trend. The share of Deposits to total funds 

was 51.4 percent in 1984 and increased to 91.5 per-cent in 1996. The share of 

borrowing and Refinance on the otherhand, decrea5ed from 47.2 percent to 7.8 

percent during the same period. 

2. There has been a.positive correlation (r=0.86) between the growth rate of 

deposits and the w.owth of number of branches. As a result the growth rate of 

deposits of the bank during 1984-90 was much higher than the growth rate. during 

1991-96 when no new branches, except some extension counter, were opened by 

the bank. 

3. The income effect was found stronger thart the upward revision of the level 
' . 
I 

of interest rateson the growth of deposits ofthe bank.(field s\,in'ey) 

4. low level of economic activity due to short supply of credit, aversion of 

well-off section for lack of banking facilities, absence of institutional deposits and 

of trader, higher rate of return of post office and lack_ of sufficient initiatives and 

interest of the bank staff affected the growth of deposits of the bank in the recent 

y,ears. 

5. The growth rate of deposits decreased with the downfall of the amount of 

credit signifying thereby that the deposit growth is dependent on the growth of credit. 

A positive regression coefficient of deposit on credit with a high positive correlation 

also satisfy this fact.- It is therefore a necessary condition for the growth of deposit 

that the bank like other RRBs in the country must arrange for a circular flow of 

credit for better economic activities which in tum will help to raise the volume of 

deposits. 
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6. Performance of UBKGB in raising the dep9sit was unsatisfactory in ·

comparison with the RRBs at the state and national level and also from MGB. The 

d~posits ofUBKGB inereased by 12.2 times as against grmvth of 13.4 times ofMGB 

and 16.7 and 14.8 times respectively, at the state and national level average during 

t~e period of 12 years 1984-96. 

7. The average deposit per branch of UBKGB of Rs. 41.8 lakh was also lower 
I 

than the average ofMGB ofRs. 53.7 lakh and the state average of Rs. 44.4 lakh. 

However, average deposits per staff of the bank of Rs. 11.9 lakh during 1990-96 

was better than· the average of MGB and state average of Rs. 11.4 lakh and the 

national average ofRs. 11.5 lakh. 

8. The deposit collection of~e Jalpaiguri district was the highest 40.3 percent 

due to better socio-economic condition, and initiative o(the staff followed by Cooch 

Behar 32.3 percent and Darjeeling 27.5 percent. The averageannual growth rate 
' . 

however was better for Cooch Behar followed by jalpaiguri and Darjeeling. 

· 9. In the Composition of deposits, savin.gs deposit though Perssistantly 

p~edominant{a':'erage 55%) recording a decreasing trend as against upward trend 

of term deposit~ average 41.8 recent (Term Deposit 24.4% and K.S.P. 16.9%) that 

~ust affect the cost of fund. 
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Table No. 2.1 

Percentage of growth of deposits. over previous year 

UBKGB MGB il"<'st Bengal A //India 

·rear Account Amount Account Amount .-Ji:'cnunt A mount .-J CCOZI/1( A mount 

Dec84 682 74.5 242 41 34.3 .::-.12 30.8 41.6 

Dec85 16.5 283 ?9 42 30.7 463 ~5.6 34 

Dec86 162 37.9 24 44 20.3 38 23.7 33.4 

,Oec87 16 31.6 28 40 30.9 31 17.7 34.5 

March 89 15 322 :l) 32 20.1 522 11.1 352 

March90 -6.5 30.4 13 30 8.8 32 17 33.1 

March 91 8A 23.8 10.7 13.4 11.7 18 6.9 20.2 

March 92 16.8 16.8 102 13.1 6 20.1 7.3 17.6 

March 93 7.1 I 1.8 8.8 20.3 9.5 16.6 5 18.2 

March 94 63• 293. 7.6 25.6 6.9 26.1 1.7 27.2 

March 95 -3.6 17.6 4.9 15.5 "11.8 19.6 1.7 26.3 

March 96 -72 24.1 12.9 1?.2 . 1.8 . 26.1 3.8 27.2 

Avg.Growth 
' ~ 

(G.M) 

84-90 36.8 37.8 41.3 35.2 

91-% 19.7. 17.8 20.8 22 . .y 

Source: Computed from data based on annual reports of the banks and statistics on RRBs. 
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Table No. 2.2 ·-

Growth of deposits (Index No) 
Rs. In Lakh 

RRBs 
UBKGB MGB West Bengal All India 

rw- Amount Index . Amounr Index Amount Index Amount Index 

Rs. No Rs. No Rs. .Vo Rs. ,\'o 

oec84 896 100 1606 100 5813 100 95~7 . 100 

oCc85 1149 128 ?Il9 142 8503 146 128582 134 

Dec86 1585 177 3283 20-t I 1732 202 17149-t 179 

Dec87 2086 233 4591 286 15370 264 230582 240 

March 89 2758 308 6043 376 23397 402 311858 325 

March 90 3596 401 7861 489 30890 53.1 415052 432 

March 91 4450 497 8912 555 36440 6Y7 498924 520 
(I 

March 92 5197 580 10076 627 43776 753 586783 611 

March93 5808 648 12117 754 51053 878 693813 7'.3 

March94 7506 838 15224 948 64397 1108 882651 919 

M'arch 95 8827 985 17588 1095 76984 1324 -1115001 1161 

March 96 10954 1223 21489 1338 97076 1670 1418790 1478 

I 
I. 

: Source : Computed from data based on annual repons of the respective banks and statistics on RRBs. 
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Table No. 2.3 

Deposits per Account, per Branch & Per Staff 
I mount l'f!r Branch 

& l'er staff 

Rs. In Lakh 

UBKGB MGB West Bengal .-1// India 
)·ears Per Per Per Per Per Per f'er Per Per !'er 

Acct Branch Staff Acct Branch Staff Branch Staff Branch Staff 
Rs. Rs. Rs. Rs. Rs. R.~ Rs. Rs. Rs. R..l· 

Dec84 668 10.8 2.75 962 1-t 5 2.80 8...2 9.4 

Dec85 736 11.5 2.82 1062 14.7 3.61 11.0 10...2 

Dec86 873 15.9 3.66 1236 20.7 5 ..,.., 12.0 13.4 

Dec87 990 20.7 4.73 1351 28.7 5.83 16.3 17.3 

March 89 1138 253 6.14 1485 35.3 5.88 20.9 ..,..,.., 

March 90 1588 32.4 63 1 1712 44.7 7.50 .Y6J 7. 1 28.7 (1.6 

March 91 1816 40.1 7.70 1755 50.6 8.15 422 7.7 34~ . .> 7.4 

March 92 1948 46.8 8.44 1800 573 8.-+l 50.7 8.8 40.4 8.5 

March 93 2031 523 9.03 1990 68.9 10...20 59.1 9.8 47.7 9.9 

March 94 2470 67.6 143 2325 86.5 12.80 74.5 12.4 60.7 12.5 

March 95 3014 79.5 16.8 2560 'YJ.9 14.84 89.1 14.9 76.8 15.7 

March 96 3486 98.7 20.9 2890 12:2 .1 18.16 112.4 18.8 97.87 20.0 

Average 1730 41.8 8.63 1760 53.7 8.62 44.4 ( 11.4) 38...2 ( 115) 

{11.9) (1 14) 

SO. 914 283 5.8 598 34.8 4.6-l 34.9 (4 3) 28.0 (49) 
(5.55) (3.98) 

Source : Computed from data based on annual reports of banks and stati stics on RRBs. 
Note : Figures in brackets are for 7 years average ( 1990-96) 

0 
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Table No. 2.4 ·-

District-wise Distribution· of Deposits 
lmounr 

Rs. In Lakh 

· Percentage of growlh 0\·er Pren·ous .n·ar 

.Cooch Jal- . Dar- To1at ·Coach Ja/- Dar- Tow/ 
'. 

>ear Behar paigllri jeeling Behar paiguri feeling 

Rs. Rs. Rs. Rs. 

Dec84 280 369 246 895 863 732 (H.5 74.5 
(313) (413) (27.4) (100) 

Dec85 363 438 348 1149 '29.5 18.6 41.5 28.3. 

(31.6) (38.1) (303) (100) 

Dec86 491 592 453 1536 35A 28.5 30.0 33.7 
(34) (38.6) (29.4) (100) 

Dec87 668 . &30 588 2086 35.9 402 29.9 35.8 
(32) (39.8) (282) (100) 

March 89 916 1078 758 2752 373 29.9 29.0 32.0 
(333) (392) (27.5) (100) ' 

March 90 1169 1496 930 3595 . 27.5 38.8 ")?.7 30.6 
(~25) (41.6). (25.9) (100) 

March 91 1412 1899 1139 4450 20.8 26.9 22.5 23.8 
(31.7) (42.7) (25.6) (100) 

: 
March 92 · '1696 2099 . 1401 5196 202 10.6 23.0 16.8 

•·, (32.7) (40.4) (27) (100) 

March 93 1837 2355 1615 5807 83 122 15.3 11.8 
(31.6) (40.6) (27.8) (100) 

0 

March 94 '2458 3056 1992 7506 33.8 29.8 23.4 29.3 
(32.8) (40.7) (26.5) (100) 

March 95 2817 . 3261 2389 8827 14.6. 18.5 19.9 17.6 
(31.9) . (41) (27.1) (100) 

March 96 '3589 4366 2999 10954 27.4 20.6 25.5 24.0 
(32.8) (39.9) (27.4) (100) 

I 

Xverage 323 403 27.5 
~hare(%) 

Average (G.M) percentage of growth during 1984-90 38.6 34.9 34.1 
. 1991-96 19.0 18.5 21.3 

Source: Computed from Qly progress reports of the bank. 
Note.: Figures in brackets are percentage share to total. 
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Table No. 2.5 

Relative Share ofDeposits to Other Source of Fund (UBKGB) 

)"ears 

Dec84 

Dec85 

Dec86 

Dec87 

March 89 

March 90 

March91 

March 92 

March 93 

March 94 

March 95 

March96 

(Outstanding Balance) .MGB 
Deposits Bo"ow- s/!tue Cap Total Deposits Born!'-

R.s. ings: (paid up) Funds Rs. ings 

NAIJ_ARD & reserve. Rs. Rs. 
otliers (Rs.) Rs. 

896 823 25 1744 1606 306 
. (51.4) (472). (1.4) (I 00) (82.8) (15.8) 

1149 1042 25 "16 tl79 360 
(51.9) (47.0) ( 1.1 ). (100) (85.5) . (13.5) 

1585 1091 50 27"-6 3283 476 
(582) (40.0) (1.8) (100) (86.7) (12:6) 

2b86 963 50 3099 4591 707 
(673) (3l.l) (1.6) (100) (861) ( 13.3) 

2758 889 50 3697 6043 1249 
(74.6) (24.0) (1.4) (100) (82.3) (17.0) 

3596 696 50 4342 7861 1667 
(82.8) (16.0) (12) (100) . (82.1) (17.4) 

445<> 707 50 5207 8912 1586 
(85.5) (13.6) (0.9) (100) (84.5) (15.0) 

5197. 630 50 5877 10076 1886 
(88.4) (10.8) . (0.8) (100) (83.8) (15.7) 

5808 750 75 6633 12117 1576 
(87.6) (IIJ) (I. I) (100) (88.0) ' (11.4) 

7506 841 75 8422 15224 1447 
(89.1) (10.0) (0.9) {100) (90.4) (8.1) 

8827 786 75 9688 17588 Ins 
(91.1) (8.1) (0.8) (100) (90.4) (9.1) 

10954 938 75 I \967 21498 1836 
(91.5) (7.8) (0.6) (100) (91.8) (7.8) 

Source: Computed from Annual Reports data of the respective banks. 
Note : Figues iri brackets are percentage share to total funds. 

Resen·e 
&Share 
Capital 
Rs. 

26 
(13) 

26 
(.98) 

26 
(.68) 

26 
(.-t8) 

51 
( 1.7) 

51 
(.53) 

51 
(.48) 

51 
(.42) 

' 
76 
(.55) 

76 
(.45) 

76 
(.4) 

76 
(.32) 

33 

.·lmounJ 

R.s. In Lakh 

Total 
Rs. 

1938 
(100) 

::?.665 
(I 00) 

3785 
(100) 

5324 
(100) 

7343 
(100) 

9579 
(100) 

10549 
(100) 

12013 
( 100) 

13769 
(100) 

16747 
(100) 

19439 
(100) 

23401 
(100) 
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·Table No. 2.6 

Composition of Deposits and Their Respective Growth (UBKGB) 
Rs. In l.akh 

!'ears Current Sevings Term K.S.P Total Perce1itage o,f'growth over Previous Year · 

& Call (other Rs. R~. 

R~. Rs. than Current Sa'vings Term K.S.P. Total 

K.S.P.) & Call 
R.~. 

; Dec84 452 558 158 135 896 80.5 75.3 52.3 103.3 74.5 
(5.0) (62.3) (17.6) (15.1) (100) 

Dec85 50.7 695 229 174 1149 12.2 24.7 45.2 28.9 28.3 

(4.3) (60.5) (20.0). (15.2) (100) 

Dec 86 48.8 948 320 268 1585 -3.8 36.4 39.5 54.0 17.8 
(3.1) (59.8) (20.2) (16.9) (100) 

Dec 87 84.3 1159 444 399 2086 72.8 22.3 38.7 48.9 31.6 
(4.0) (55.6) (21.3) ( 19.1) ( 100) 

• March 89 82.3 . . 1484 617 674 2860 -2.4 28.0 39.1 44.0 3].1" 

(2.9) (51.9) (21.6) (23.6) (100) 

· March 90 136.7. 1988 m 699 3596 66.0 34.0 25.1 21.7 2).7 
(3.8). (55.3) (21.5) ( 19.4) (100) 

; March 91 96.7 2510 1021 822 4450 -29.3 26.2 32.4 17.7 23.8 
(2.2) (56.4) (23.0) ( 18.5) (I 00) 

' March 92 113.4 2768 1374 942 5197 17.3 10.3 34.5. 14.6 16.!! 
(2.2) (53.3) (26.4) (IS. I) (I 00) 

March 93 146.3 2853 1872 936 5808 29.0 3.1 36.3 -0.6 II.!! 
(2:5) (49.1) (32.2) (16.1) (100) 

March 94 185.0 3867 2411 1044 7506 26.5 35.5 28.8 11.5 29.3 
(2.5) (51.5) (32.1) (13.9) (100) 

:. March 95 263.6 4603 2708 1253 .8827 42.5 19.0 12.3 20.0 
,. 

17.6 
(3.0) (522) (30.6) ( 14.2) (100) 

· March 96 277.0 5369 3665 1644 10954 5.0 6.6 35.3 31.2 24.1 
(2.5) (49.0) (33.5) (15.0) (100) 

: Average ·54.6 24.4 16.9 

· Average growth rate (G.M) 

1984-90 33.6 39.0 44.3 35.7 ., 
1991-96 12.5 28.0 15.7 19.7 

(AM) 

Source : Computed from data b'ased on Annual Reports data. 
Note : Figures in brackets are percentage share to total. 
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Table No. 2.7 ,.,_ 

Bankers' view for lower growth of Deposit 

Sl. Causes of lower deosit growth Frequency of priorities Total Percenra~e 
I 

lsr 2nd Jrd -lth Score fO IOta/ 

score 

1., Low ievel of economic activity 19 3 ' 91 34.7 _, 

2. Lack ofiniative o_fthe bank staff & lack 5 4 24 9.2 
of personal contact with the customer 

3. A version ofwell-offsection in the rural II 6 71 27.1 
areas & aversion of business man in 
the semi-urban & urban areas for lack 
of banking facilities 

4. Lack of innovative deposit scheme 2 ' 13 5.0 

5. High rate of return offered by post office 3 7 2 38 14.5 
& other non banking institution and 
presence ofmoey lender & stock market 
boom during 1991-1992 

6. Ignorance & illiteracy & lack of awamess 2 6 
.,, 
-·-' 

7. Lack of advertisement & publicity 2 12 4.6 

K Locational draw bank & shortage of staff 7 2.7 

Source : Interview with the Bank Staff. . ~ 
Note: Score given to various priorities. Four to I st. three to 2nd. two 3rd & one to 4th. 

. ~-
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Table No. 2.8 . · 

' 

·Achievement under Development Action Plan (Deposits) DAP 

Deposits Projection as per DAP Acwal Performance 
A/C 1994-95 1995-96 1994-95 1995-96 

Rs. Rs. Rs. Rs. 

S~vings 4517.0 5630.4 4603.0 5368.6 

Current 300.8 385.0 263.5 277.0 

Tenn 3888.0 4383.9 3960.5 5308.4 
(KSP&other 

Total 8640.0 10315.0 8827.0 10954.0 

Source: DAP 
Note : Figure in brackets are percentage. 

.-I mount 

Rs. In Lakh 

Variations( DiferencesJ 
1994-95 1995-96 
Rs. Rs. 

-;-86.0 
-;-( 1.9) 

-373 
-{ 12.4) 

+72.5 
-;-(1.9) 

+187.0 
-;-(22) 

-261.8 
-{4.6) 

-108.0 
-{28.0) 

+924.5 
-;-(2J.l) 

+639.0 
. -;-(62)" 



Chapter III 
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UBKGB, CREDIT DEPLOYMENT, AND ITS IMPACT. 

Introduction 

The main objective behind the setting-up of the RRBs was to provide 

institutional credit to the weaker~tions in the rural areas neglected hitherto by the 

commercial banks, and bringing about a progress with social justice to the rural 

poor: The reduction of priority sector lending by the public sector banks (state bank· 

and nationalised banks) from 43.4 percent in 1980 to 32.8 percent during 1994-95 

(table 3.8) has created further problems for meeting additional needs of the priority 

s~ctor. Thus,, RRBs in the country have an impo.rtant role to play in our rural 

economy with particular reference to the target groups lending i.e., to meet the needs 

of small and marginal farmers, agricultural labourers, rural artisans and small 

e~terprises. 

The RRBs in the country have achieved considerable degree of success in 

taking the banking service to the very remote areas which had hitherto remained 

uribanked and in making available institutional credit to the weaker sections in those 

areas. Further, in making available credit to the far-flung rural areas, they have 

facilitated the flow of credit from the central money market to these areas through 

refinance from NABARD. Nevertheles, a close look at their performance would 

be needed for proper evaluation of their impact and tl:te factors that stand way for 

their sustained growth. 

In this chapter an attempt has been made to review the performaryce of the 

bank (UBKGB) in achieving the primary objective of lending to the weaker sections 

and to analyses the problems for maintaining a circular flow of credit for its sustained 

growth. The analysis below looks into the following aspects (a) the growth of 

credit- a comparative assessment, (b) Factors affecting growth, (c) Credit 

management and (d) Impact of credit. 
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A package of short-terms measures was devised in Dec, 1993 in view of -

their problems of viability which among other thing. includes, increase of non-target 

group tinancing from 40 percent of their fresh lending to 60 percent w.e.f. January 

I 994 1• Hence, an attempt will also be made to see ho\v far the bank has been able 

to utilise this opportunities and whether there exists scope for such facilities in the 

rural areas. For the purpose of our analysis both the primary and secondary date 

are used. 

Growth of Credit : A Comparative Assessment. 

A close look into the table 3.2 brings out the fact that outstanding credit of 

UBKGB increased from Rs. 1423 lakh in Dec. 1984 to Rs. 3310 lakh in March 

I 990 recording a growth of more than two times during the six y~ar period when 

the index number Increased from 100 to 233. During the same period the credit of 

MGB (another RRB operating in another three backward districts of the same state 

like UBKGB) increased from index number 100 to 471 i.e. it increased by 4.7 times. 

The table also indicates that at the state and national level they increased by 3.6 
' 

times and 3.3 times respectively during the same p·eriod."lbus, the growth of Credit 

of UBKGB was far behind the growth of MGB and from the state and national 

level during 1984-90. 

During 1991 & 92 a negative growth was recorded when the index member 

decreased to 169 from 233 in the previous year. This negative growth in 199 I was 

due to Debt Relief by the Govt. in that year. The index number then increased at a 

very slower rate and reached to 442 in March 1996 i.e. during the last 12 years 

(1984-96) the growth was just 4.4 times. While, for MGB it increased by 9.8 times 

and at the state and national level they increased by 7.9 times and 6.9 times 

respectively during the same period. 

Thus, the performance of UBKGB in meeting the credit needs of the rural 

economy in comparision with other RRBs in the country was very unsatisfactory. 
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The growth of credit in amount and in account number, in the coverage of 

new member, over previous year is presented in table 3 .1. The table indicates that 

the growth of both in the accounts and amount fell steadily over the years. The 

growth in the number ofbarrowal accounts over Previous year decreased from 45.3 

percent in Dec 1984 to 4.3 percent in March 1990. While in amount it decreased 

from 50.5 to 15.5 percent. There has been a negative growth for both, in 1991 due 

to relief of debt by the Govt. and thereafter it increased marginally. The Performance 

ofMGB and RRBs at the state and national level was however, slightly better. The 

average (A.M.) annual growth rates of credit amount during 1984-90 were 21.1 , 

36.3 , 20.5 and 29.7 percent respectively for UBKGB, MGB, state & all India level 

as against 13.3 , 12.9,13.7 and 13.4 percent during 1991-96. 

b 
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Fig. 2 

Growth of Credit of UBKGB since inception 
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·Credit per staff, per Account and per Branch 

· Table 3.3 indicates that ttie average credit per staff ofUBKGB was Rs. 5.32 

· Iakh during 1984-90 increased to Rs. 7.34 lakh during 1991-96 as against Rs. 3.14 
' ' 

lakh and Rs. 6.42 lakh or'MGB dUring the same period. Thus, in both the period 
' . ' ~ 

tpe performance. ofUBKGB Was better than· MGB. The per staff credit of UBKGB 

was also better: thanstate average ofRs. 6.32 Lakh but lower than national average 

dfRs. 7.46·lakh during 1991-96. 
, ; I 

Another Important· factor is that the average credit per account qf UBKGB 

which was Rs. 1540 during 1984-90 and increased toRs. 2379 during 1991-96lower 

than MGB of Rs. 1655 and Rs 2907 during the same period. The average credit 

per Account at national level ·during 91-96 of Rs. 4 i 87 was much ~igher than 
I . ' . . 

UJBKGB of Rs 23 79. It is also seen from the table 3 .3 ·that the average credit per 

branch of the bank ofRs 23.4 lakh during 1984-90 was· better than the average of 
I , 

MGB ofRs. 16.2lakh. But the performance ofUBKGB during 1991-96 was lower, 

~- 36.61akhthan MGB ofRs. 43.0 lakh and state level_average ofRs. 37.3 lakh. 
I • - - . ~ . 

It is seen therefore,. from the analysis above that the growth of credit of 
' ' 

tiBKGB .during the last 12 year period was far behind the growth of state and 

n;atioriallevel-average. Though the performance of the bank in terms of credit per 

s~ff and per branch during .the· period · 1984-90 was ·better· than RRB~. 'it becomes 

I0wer:during the recent years 1991-96. 
I . . 

' ' 

The sh~ fall in the'gi-owthofcredit since Dec 1985 and particularly during .. 

1991-93 was due to :. 

a) Sharp fall of recoveries of outstanding loans. The percentage of recoveries 

to demand decrease from 49.2 in 1984 to 39.2 in 1985 and from 31.6 in · · 

1986. to 27.3 in 1996. The performance during 1991-93 became worse 

when the recoveries were 6.8% (excluding ARDRs relief) in 1991, 18.2% 

in 1992 and 23.6% in'1993 (table 4.1) 

·b) The resultant decrease ofrefiriance facilities from NABARD for imposing 

the condition of recovery with refinance. The refinance from NABARD 
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in general term decreased from Rs. 552 la!ffi in 1986 to Rs. 5 lakh in ·-

1992 and thereafter it becomes nil (table 4.5) 

c) The relief of·agriculture and rural debt by_ the govt. of India under 

Agricultural & Rural debt relief scheme (ARDRs) of 1990 . 

. d) . The preference of the bank for earning interest income without any risk 

at abetter rate-than the rate of interest on lending to target groups. The 

interest income on loans and advances was almost remain constant at 

about 10.5 percent as against an upward trend on the rate of return on 

deposits with sponsor bank & investment, the average return from which 

is recorded at about 11.73% during the last 5 years ( 1992-96). 

e) The poor credit management and lack of professional skill in lending to 

non-target group also affected the growth of credit. 

f) The implementation of prudential accounting norm, the concept of NP A 

(non-performing assets) w.e.f. 1995-96- has further reduced the amount 

of outstanding credit. 

Purpose-wise Distribution of Credit 

A dose look into the table 3.4 reveals that of the total advance~ agricultural 

sector on an average accounted for 30-40 percent with downward trend. The share 
i . 

o£ short term crop loan which was about 12.5 percent during 1984-90 decreased to 

4:5 percent during 1991-96. The retail trade and small business accounted for 43 

t~ 51 percent of the total advances. However, its share decreased to 11.3 percent in 

1996. The share of rural Artisans and village and cottage industries varied from 3 

to · 1 0 percent. The priority sector accounted· for about 80-97 percent of the total 

advances with a downward trend. 
' 

The share of non-target and non-priority sector (data for which was not 

available separately) including house building loan to staff and demand loan against 

term deposit, accounted for about 4 percent during 1984-90 increased to 12 percent 
I 

d\lring 1991-96 with an increasing trend. This recent increase in non-target and non-
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' . . 

priority sector lending was. due to change in the policy guide lines by the govt. of '~ 

rndia in the context of emerging. financial policy. Howeyer, the performanc~ of the 

~ank, other than loan to staff for housebuilding and others, in availing the 

opporturuties could not be judged properly due to non-~vailability of data in separate 

heads. 
' 

. District;.. wise Distribution of Credit and there respective growth. -

· h can be seen from the table 3.5 that Cooch Behar district deployed highest 

amount of credit followed by Jalpaiguri artd Darjeeling. The table reveals that during 

the period under reference the credit of the Cooch Behar increased by 5.6 times as 

a,gainst 4.4 and 3.2 times of Jalpaiguri and Darjeeling. The reasons for this highest 
,_ 

growth of CoochBehar was due to its highest mummer of branches than other two 

. ~istricts and itS agricultural base economy (the agriculturai sector accounted for 30-

40 percentage oi total advances). The growth of Darjeeling district also affected 

d,ue to political disturbances in the three hill subdivisions during 1986-89. 

Credit-Deposit Ratio (C/D ratio) 

·The C/D nttio is an important indication of deployment and utilisation of 

rysources mobilised by way of deposits in that area and used for evaluating the 
' . . 

p~rfo~ance of a bank. The. RRBs ~e required to deploy credit for the economic 

. 0 welfare of the weaker sections residing in their jurisdiction and to reduce the rural 

urban disparities. The-trend: of this ratio of all RRBs in the country is significantly 

negative; The ratio for RRBs at the national level in 1984 was 113 arid decreased 

almost at a· constant rate over the years and reached to 53 in 1996. For RRBs in 

West Bengal the ratio decreased from 99 to 4 7. The ratio of UBKGB was as high 

as 159 :and decreased to 57 while for MGB it reduced o 4 7 from 66 during the 
~ ' . .. 

s~me period under reference (table 3.2). 
' 

During the initial years, UBKGB's perforniance in the deployment of 

r~sources mobilised by way of deposits from that area was very satisfactory 
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(Appen:dix.- VII). The performance of the bank in comparison with MGB. state 

and national level average was also better, but there has been a steady fall in the 

·ratio. This fall In the ratio may be attributed to: 

a) At the instance of mounting overdues and poor recovery NABDARD 

instructed all RRBs in .the country to bring down the C/D ratio within 

100. 

b) Non availability of sufficient refinance facilities from higher tier on 

eligibility ground due to poor recovery performance. 

c) A preference for keeping the cash balance with the sponsor bank for 

earning higher rate of return than the lending activities. 
' ' -

d) . To avoid risks of non-recovery and liquidity problemS caused by recurrent 

losses. 

The more important criteria for judging the performance is how far the bank 

has been able to meet the credit needs in its area of operations according to the 

planned allocation of credit under ~e District credit plan and Annual Action plan. 

The C/D ration could be considered only as a rough yardstick to ensure that deposits . 
mobilised in rural and semi-urban areas are not deployed elsewhere, but are used 

to finance local economic activity1• 

Performance of UBKGB in the Distribution of Credit as per District 

Credit-Plan/Annual Action Plan. (DCP/AAP) 

The UBKGB along with other financing agencies participate m the 
I, 

preparation and implementation of District Credit Plan (DCP). The Annual _Action 

Plan is prepared by the lead Bank of the district concern keeping in view the credit 

needs o'f the district. In preparing the credit plan each of the bank branches has to 

take care the need of their service area considering the Govt. incoming plans, RBI 

guidelines and technical feasibility of the bankable scheme. Therefore, it is very 

0 
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impor:tant that the bank performance to be judged in the Implementation of the credit=~ 

plan. 

·It can ·be seen from the table 3.9 that the target for the UBKGB during 1984 
' 
was Rs. 322.4 lakh but the achievement was Rs. 683.5 lakh, that is the perforinance 

was 212 percent higher. In the subsequent years the performance of the bank feU 
' 
sharply. It feU from 123 percent in 1985 to 57 percent in 1990 and increased to 

about 75 percent in 1995. Thus, the performance_ ofUBKGB in th~ implementation 

of the credit plan.i.e. in meeting the credit need ofthe area during 1985 and onwards, 

was very unsatisfactory . 

. The main reasons for ~is poor performance were. 
. . 

. . ·. . 

a) High incidence of overdues and poor recovery; 

. ·b) Decrease ofrefmance facilities; 

c) NABARD policy to reduce the C/D ratio within I 00 

d) Deficiencies in the plan preparation itself, resource potentialities of the 
. . . 

~reas are never properly surveyed and 

e) The attitudinal. deficiencies. of the staff. 

Performance under special scheme of the Govt. 

i) Integrated Rurai-DevelopmentProgramme (IRDP) 

The scheme of IRDP was introduced in the ye~r 1978-79 to assist selected 

families below the poverty line in the rural areas by taking up self-employment 

pro~amme. ~n consonance with priorities explicit in the development programme 
: . . 

of the Govt. the UBKGB like other RRBs in the country also actively participate 

with such Govt. scheme in addition to its own scheme. 

The table ·3.6 reveals that of the total credit deployed during 1984-90, IRDP 

loan claimed on an average 19.5 percent of the total borrowal accounts and 16.4 

percent ofthe total credit amount. The share increased to 41 and 44.4 percent during 
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1991-95 respectively for borrWal accounts and credit amount. 

It has therefore been observed that in this rural development programme, 

the involvement of UBKGB was very remarkable. 

ii) Assistance to scheduled caste and scheduled Tribe (SC&ST). 

I 

This scheme was projected by the Govt. with:' the objective of raising the 

standard of living of the SC&ST population. The bank (UBKGB) has also 

phrticipated in this scheme in achieving the objective of the Govt. The amount 

disbursed to this scheme increased from Rs 562 lakh in· 1984 to Rs. 1622 lakh in 

1995 recording thereby 3 fold increase during 11 .year period 1984-95. The increase 

in the number of beneficiaries from 45 thousand to 87 thousand registering about 

two fold increase during the same period. The percentage share to total advance of 

this schem~ was 35:9 and 40.8 percent respectively for credit amount and credit 

account during 1984-90 and it increased to 40.8 and 4 7.1 percent respectively during 

1991-95 (table 3 .6). 

]t thus appears that. the bank has also played a very active role in this 

development programme of he Govt. 

Performance under DevelopD;J.ent Action Plan (DAP) 

The DAP was introduced during 1994-95 with a view to achieve the break

even level (BEL) with in a reasonable period. The DAP envisages several measures 

to 'he taken by RRBs for improving their performance. 

It appears from the table 3.10 that the achievement for target group lending 

in both .the accounting year 1994-95 and 1995-96 }Vas quite satisfactory. The 

achievement was 154.9 and 127.2 percent respectively for the period mentioned .. 

Hqwever, performance for non target group lending in the 1st year of its inception 
. ' 

of .this programme was only 79.1 percent of the targeted amount. It improved in · 

1995-96 when the performance reached to 123.9 percent. The performance however 

needs to .be improved a lot for attaining its viability. 
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Credit Management. · 

The efficiency and efficacy of credit management has an import~t bearing 

upon the end use. and maintenance of circular flow' of credit and ultimately on the 
' . . . 

. revenue and viability of a bank. The credit policy has to ensure credit productivity 

in the end use and maintenance of circular flow of creait for meeting the needs of 
! . 

ihe economy. For this it is essential that the leakage or grant of credit to unsuitable 
l . ' "' 

and unviable scheme is minimised and credit goes to economically viable schemes 

having marketing facilities and infrastructure. The credit quality warrants technical 

expertise for project/scheme appraisal and viability study. It is also essential that 

supply of credit is well spaced ever the horizon and is speedily disposed at a 

particular point of time· according to the needs of the beneficiaries. The bank also 

need. to diversify the credit portfolio for reducing credit risk and for better credit 

recovery. 

It is seen from the table 3.2 and 3.3 that in the flow of credit (growth) the 

performance ofUBKGB was far behing from the MGB and also from the RRBs at 

the state· and national level average. The performance became worst during 1991-
, 

92 and onwards. 

Views of the bank staff 

The views· of the respondents are given in table 4.10. The response indicates 

that 16.5 percent cases loans were sanctioned for unsuitable and unvi&ble schemes 

and about 13 percent cases without marketing and infrastructural facilities. The loans 

are also sanctioned without proper pre-sanction scrutiny and appraisal of loan 

proposal to which 9 percent of the respondents attributed their views and s:;Y;)~' 

another 4 percent also viewed inadequate supervision and followed-up for end-use 

of credit. 

Of the total respondents 65 percent have opined that there has been a direct 

o,r indirect pressure from the govt. agencies for lending to unviable and unsuitable 

scheme. Again, 94 percent have expressed that there were negli.gible scope for 
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rejecting the loan application selected by the respective panchayat (table 4.11 ). Thus, ·

the views expressed by the respondents signifies poor credit management or Poor 

quality of credit. 

Views of the borrowers (table 4.9) 

Data presented in Table 4.9 shows that supervision and follow-up visit for 

end-use of credit was inadequate or insufficient to which more than 50 percent 

respondents attributed their views. Other important factors signifying the poor credit 

management to which the bo.rrowers expressed their views are : 

i) failure ofthe scheme-17 percent case 

ii) misutilisation and diversion of fund 15 percent case, 

iii) supply of poor quality of assets 30 percent case, 

iv) wrong selection of scheme 2 percent case . 

. It has also been observed that credit programme are hastily drown-up to 

achieve the target at the cost of quality. The success or failure of the programme 

pnmarily. depends on how much credit has been given in a given period of time. 

Only at the close of the year the loan applications_ for target groups are taken for 

consideration when no time can be spared for scrutiny and appraisal of the loan 

proposal. The table 3.4 also indicates that in the sectoral deployment of credit, the 

retail trade & small business accounted for more than 43 percent of total loans inspite 

of the fact that in the rural areas the scope of such business are very limited. 

The credit recovery is an Important part of credit management and is essential 

to maintain circular flow of credit, reduce incidence of everdues, improve viability, 

sustain growth and keep up public image. This calls for an effective supervision, 

monitoring and follow-up of end use of credit and to maintain a continuous link · 

with the borrowers in the post disbursement stage. Any diversion or misuse of funds 

not to be allowed and timely action to be taken. Defaults wilfully need to be dealt 
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';properly .. 
:-

In this direction also the performance of .the bank was quite unsatisfactory. 

·The recovery performance of the bank is dealt separately in the next chapter. 

· Impact of Credit 

. . To- study the impact of credit 239 number .of beneficiaries. (ofwhich 144· 
I -. . ' • ' 

:.belongs to Sc & ST (603%) and 52 belongs to other backward class (21.7%) 
. . . 

:selected from all the three districts, were. interviewed. The result of the survey is 

':presented. in table 3.7. The table indicates that of the· 239 beneficiaries, 126 

:beneficiaries (52.7%) have-been benefited directl~.in the generation of income by 

:utilising the loan ot benefited by acquiring some other assets. While, another 6 7 

!beneficiaries (28.0%) have benefited indirectly in meeting their household and social 

:oblig~tion which saved their property (land) from sale under that circumstances. 
' - . . . . . . 

'Among the beneficiaries 4.2 percent have even expressed that they have really been 
: . - . . 

benefited in the improvement of theif.standard of living by acquiring consumer 
I . . 

. ;durable goods (like T.V~; Cycle; Radio, Fan etc.) or by repairing and constructing · 
. - . ' 

houses. It has been observed during the survey that the beneficiaries actually • 

benefited are more in number than expressed. About 15 percent of the beneficiaries · 
1 . . .. 

however, reported that they have not been benefited at all due· to loss/death of assets 
I 

:and in some cases for non-l!tilisation of fund for having no experience or lack of . 
l . . - ' 

proper guidance from the Govt. agencies as well as from the bank staff: 

. i 
' Thus, it can be iriferred from the above analysis that there has been a positive . 

jmpacton the income and in the improvement of the standard of living of the rural 
I . . ' ' ' 

people. However the .desired result could not be achieved due to the limitation like: 
I ' • . ' ' 

I 

i) Wrong and improper identification of beneficiaries; 

ii) Pressure (or lending on unsuitable and unviable scheme; 

iii) lack of infrastructure and marketing facilities; 

iv) supply of poor quality of assets; 
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v) misutilisation due to lack of assistance, proper supervision and follow~:,;,. 

up for end use of credit;_ 

vi)_ . insufficient and delay in s~ctioning of the loan amount; 

vii)- Inadequate pre-sanction scrutiny and appraisal of loan proposal and above 

all the 
. . . . . - . 

viii) lack of initiative and interest of the bank staff as well as of govt. agencies 

and poor credit management of the bank. 

Impact of Credit: District-Wise Comparison 

A perusal of table 3. 7 also. indicates that the impact waS not similar for all 

the districts. It appears from the table that the impact of credit in the generation of 
! ' . - . . 

income was very minimum for CoochBehar district (37.3%) followed by Jalpaiguri . 
I . 

(60.7%) and Darjeeling (61.1 %). The main reason fQrthis is that the amount of .. 
I . - . . - . 

. loan was not utilised properly by the beneficiaries of Cooch Behar district. That is 
I • • . . 

the fund diversion or misutilisatlon was maximunilor Co0chBehar (42.2%) followed 

py Jalpaiguri (21.4%) andDarjeeling{l9.4%). The poor credit management in the 
I . - • . . . • 

form .of improper pre-sanction scrutiny and appraisal of loan proposal; sanctioning 

?flo'an tounsuitab1e andl.mviable scheme inadequate-supervision and follow- up 
I 

for end of credit, as pointed out in detail in the previous paragraphs, and lack of 
I • . ' 

infras~cture and marketing ·facilities and initiatives/interests were found to be . 
i ' . . . . 
~esponsiblt~ for mjsutilisation of fund. 

. ! . . 

The study also. reveals that among the member benifited- 82% belongs to 
I 

beackward sections of the society_ (SC & ST 60.3% and OBC 21.7%). It can _ 

therefore be inferred, that -UBKGB can play an important role in the improvement 
' . . 

<;>f the. economy of weaker sactious by improving its credit management and by 

~aking sufficient interest and initiative by the staff and "the Govt. agencies. 

Findings. of the. previous study 
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The study conducted by M.Sarker1 ovser\red the similar impact of credit on :.:. · 

the earnings of the ·1oanee members. The impact ~ has been found by him is as 

. follows: 

19% of the borrowers have been able to increase their income by about 20 
t ' • • 

to 40 percent; 27% by 40 to 80 percent and 6% by, 100 percent. That is total 52% 

of the beneficiaries have_ been benefited in the increaSe of their income up to th.e 

'evel 20 to 109 percent. (In our study the percentage is 52.7%). Another 13% 

however, were·benefited marginally in increase their income up to 20% only. The· 
. . 

study also showed that 31% of the borrowers have not been benefited in increasing 

their income .In our stUdy this percentage was just ·15 percent. Thus, there has been 

a shift in the nature of utilisation of loan ·amount. The benefit could have been far . 
I , . . . . 

rnore had there been adeqUate marketing and other facilities and proper vigilance 

on the part ofthe bank staff and other Govt. agenceies. 

i 

Summary 

The above analysis has brought to focus the following conclusions: 

-I) There has been a sharp fall in the growt~ rate of credit both in the 

COVerage of new beneficiaries (credit account) and in credit anlOUnt durmg 

: the perlod under reference. The growth rate. even was negative dtiring 

1991-92. The growth rate of4.4 times.during the-12. year period (1984-

·_ 96).fo~UBKGawas far behind the growth rate of7.9 times ofthe RRBs 

. atthe state·and 6.9 times of the RRBs at the national level and also from 

MGB. which re~stered a growth of 9.8 times. 

2) In termsofcreditper staff, though the performance ofUBKGB was better 

than MGB and from state average, the cr~dit per branch ofUBKGB was . 

lower th(lll MGB and from state average during tqe recent years 1991 ~ 
. . . 

96. The credit per account of UBKGB was much lower than the MGB 

and the RRBs at the state and national level during the whole period of 

our study. 
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3) The sharp fallin the growth-of credit ofUBKGB 'vas mainly due to poor 

recovery and resultant decrease of refinance facilities from NABARD, 

preference. of the bank for earning interest income at a higher rate on · 

deposits from sponsor bank without any risk, poor credit management 
. . . . -

and lack ofprofessional skill in lending to non-target and non-priority 

sector also affected the groWth of credit . 

. 4) . In the distribution of credit, retail trade and small business wa.S given 

unnecessarily more importance inspite · of its ·limited scope, which 

accounted for 43~51 percent of total advances, at the cost of agricultural 

sector. to which due importance was not. given. 

5) The priority sector alone accounted for more than 85 percent of the total 

advances and the share of IRDP loan increased ·from _16.4 during 1984- · 

90 to 44.4 percent during 1991-95 and the share of SC and ST loan was 

40 percent of the total advances. 

6) The Credit.Deposit (CID) ratio ofthebcihk decreased to 57 in. 1996 from 

159 in 1984 at the instance of mounting overdues ang for· preference of 

the bank in· ~eeping cash balance with the sponsor bank for earning 

interest income at a higher rate than lending to target group without any 

7) 

·ris~. 

The UBKGB like other RRBs in the country has performed a definite 

rol~ for the. upl'ifment of the rural econcimy by financing the rural 
. ' 

development pr~gramme .of the Govt. But the target groups still outside 

the preview of the b~'s credit suffered on account of liquidity ground 

and resultant decreased in refinance facilities from higher tiers. The 

performance of the bank in the implementation of District credit plan 

during 1985 and onwards was very unsatisfactory. IRDP's share to total 

c.redit deployment increased from 16.4% during 1984-90 to 44.4% during 

1991-96. 

8) High incidence ·of overdues has become a major constraint to the 
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expansion of credit which in tum adversely affected the development =.,;. 

programme of the Govt. Interview with the branch manager revealed that 

a sizable number of fresh applications are to reject on ground of fund 

constraint. 

9) Poor credit management in th_~ form of inadequate pre-sanction scrutiny 

and appraisal of loan proposal, improper identification of suitable 

beneficiaries or selection to u~suitable & unviable schemes having very 

- limited scope of marketing and_ infrastructural facilities, in adequate post 

disbursement supervision and follow up for end-use of credit and lack 

of professional skill for lending to non-priority sector has been the main _ 

factors for ·poor performance ofthe bank. 

1 0) There has been a positive impact of loari 10 the target groups on the 

generation ·of income- to which 52.7 p~rcent of the beneficiaries have 

expressed their views, and in the improvement of standard of living of 

the rural poor to which more than 4 percent of the respondents attributed 
. ' 

. their views. The impact of credit was very minimum for Cooch Behar 

district due to maximum misutilisation of loan. 

R~ference. 

(1) -Sarker M.R: "Rural Banking and economic devlopment with special reference 

to UBKGB - N.B.U. thesis 1990. 
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Table No. 3.1 ~ 

Percentage of growth of Credit over previous year 
in Credit Accounts and Amount 

UBKGB MGB West Bengal AI/ India 

Years Account Amount Account Amount Account Amount Account Amount 

Dec84 453 50.5 33.5 36.0 35.7 43.4 28.8 42.5 

qec85 19.9 26.8 5.4 34.0 20.9 33.8 20.7 313 

Qec86 93 16.6 292 41.0 16.9 24.1 16.6 27.6 

Dec87 10.1 16.5 34.4 40.0 19.8 233 14.9 24.5 

March 89 18.6 16.9 14.5 40.0 16.1 44.9 120 30.7 

March 90 43 15.5 22.1 27.0 13.8 21.5 13.0 21.8 

March91 -83 -27.4 6.9 10.4 8.4 -0.5 4.1 . 3.8 

March92 73 11.4 32 17.4 6.8 22.2 0.7 10.9 

March93 10.0 362 12 11.0 4.8 16.9 -0.1 13.1 

March94 11.9 18.7 23 13.9 3.9 14.4 03 13.5 

March95 -6.9 163 0.0 10.5 -0.8 15.0 1.4 19.8 

March96 5.1 24.7 0.4 143 93 17.3 0.5 19.3 

Avg. during 
' 

1984-90 22.1 363 20.5 29.7 

1991-96 133 129 13.7 13.4 

Source : Computed from data based on Annual Reports and statistics on RRBs. 
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Table No. 3.2 

Growth of Credit (Index No) and C/D ratio of 
UBKGB, MGB, W.B. & All India 

Rs. In Lakh 

UBKGB MGB West Bengal A/I India CID Ratio 
Years Amount Index Amounl Index Amount Index Amount Index VB AIGB WB All 

Rs. No Rs. No Rs. No Rs. No KGB lnd 

Dec84 1423 100 1028 100 5752 100 108fJ77 100 159 64 g:)· 113 

Dec85 1805 127 1379 134 7696 134 140767 130 157 61 91 109 

Dec86 2105 148 1943 189 9554 166 178484 165 1..,.., 
.).) 59 81" 104 

Dec87 2453 172 TTl2. 265 11778 205 223226 207 117 59 77 97 

March 89 2J1,67 201 3810 371 17068 297 291825 TlO 104 63 73 94 

March90 3310 233 4845 471 20750 361 35:5404 329 92 62 67 86 

March 91 2402 169 5350 520 20645 359 3f:J.YJn 334 54 68 57 71 

March92 2683 189 6281 611 25227 439 409086 379 52 62 58 70 

March 93 3653 257 6971 678 29498 513 462673 428. 63 58 58 67 

March94 4336 305 7937. m 33758 587 525302 486 58 52 52 ro 

March 95 5041 354 8773 853 38820 675 629096 582 57 50 50 56 

March96 6287 442 10029 976 45521 791 750502 694 57 47 47 53 

. Source: Computed from data based·on Annual Reports of the ~espective Banks and statistics on RRBs. 

0 . 
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.Table No. 3.3 -... 

Credit per Account, Per St~ff & Per Branch 
(Credit per Account Amount in Rs. & Credit per Staff & per Brancll Rs. in /akll.) 

Rs. In Lakh 

UBKGB MGB . ll"est Bengal AI/ India 
Years Per "Per Per Per Per Per Per Per Per Per Per Per 

Acct Staff Branch· Acct Staff Branch Acct. Staff Branch Acct. Staff Branch 
Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs. R\·. 

'84 1626 437 172 1139 1.79 930 1850 - 10.6 

85 1720 4.42 21.8 1450 i18 8.90 2000 - 112 

86 1835 5.02 21.1 1581 3.09 1220 2204 - 13.9 

'if! 1941 556 243 1649 3.46 17.0 2387 16.7 

89 1913 638 263 . 2014 3.71 223 - 20.7 

00 2117 6:15 29.8 2098 4.62 275 2281 4.80 24.4 3005 5.7 24.6 

91 1685 4.16 21.6 2166 4.81 30.4 2094 4.34 23.9 2932 5.4 24.9 

92 1754 436 242 2463 526 35.7 2399 5.08 292 3299 5.9 28.1 

93 2173 5.68 329 2701 5.86 39.6 2676 5.68 34.1 3737 6.6 31.8 

94 2301· 826 39.1 3006 6.68 45.1 2944 651 39.1 4229 7.4 36.1 

95 2887 958 45.4 -3323 7.40 49.9 3413 751 44.9 4994 8.9 43.4 

% 3415 12.00 ·56.63 3783 8.47 57.0 3712 8.82 527 5928 10.6 51.8 

Average 

9uring 
0 I 

1984-90 1540 532 233 1655 3.14 162 

l991-96' 2379 734 36.6 2900 6.42 43.0 2873 632 373 4187 7.46 36.01 

Source : Co~puted from data based on annual reports on bank and statistics on RRBs. 
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Table No. 3.4 ·-

Purpose-wise Distribution of Credit (WBKGB) 
Rs. In Lakh 

Term Loan for 

Short Agric- Allied T oral of Rural Retail Consu- .Other bulirect Total 
·!'ears Term ulture activities Agr.& Artisens Trader mption Son-tergat Advances .-ldl'ances 

Crop Allied Village Small Loan .Yon-Priority 

Loan Industries Business 

Dec84 200 120 303 (43.7) 43 726 31 1423 
(14) (8.5) (212) (3) (51) (22) (100) 

Dec 85 · 242 159 387 (43.7) 56 9?.1 40 1806 
(13.4) (8.8). (215) (3) (51) (22) (100) 

Dec86 284 181 456 (43.7) 71 1054 ro 2106 
(135) (8.6) (21.6) (3.3) (50) (2.8) (100) 

Dec87 315 210 542 (43.4) 89 1192 12 105 2454 
(12.8) (8.6) (22) . (3.6) (48.6) (4.3) (100) 

March 89 356 234 621 (422) 93 1357 1.6 204 '22,ij7 
(12.4). (82) (21.6) (3.3). (47.3) (7.1) (100) 

March 90 316 340 879 (46.4) 158 1442 1.1 174 3310 
(9.5) (10.3) (26.6) (4.7) (43.6) (5.3) (100) 

March 91 81 191 331 (24.3) % 1451 6.4 245 2482 
(3.3) (7.7) (13.3) (3.9) (58.5) (9.9) (100) 

March 92 117 189 ·466 (28.7) !59 1365 340 2683 

<> 
(4.3) (7.1) . (17.3) (5.9) (50.~) (12.7) (100) . 

. March 93 156 243 64.6 (285) 299 852 5.4 452 3653 
(4.3) (6.6) (17.6) (82) (50.7) (12.4) (100) 

March94 208 319 838 (31.4) 479. 2C»l . '18.0 433 4336 
(4.8) (7.3) (19.3) (II) (47.1) (10) (100) 

March95 288 379 924 (315) 514 2379 66.4 491 5041 
(5.7) (7.5) . (18.3) (102) (472) (9.7) (100) 

March 96 367 703 763 (29.1) 438 710 ·7 1172 2127 6287 
(5.8) (112) (12.1) (7) (11.3) (18.7) nJD(33.8) (100) 

Average· (355) (43.8) 

Source : Annual Reposts 
Note.: Figures in brackets are percentage share to totaL 
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Table No. 3.5 

District-wise distribution of Credit and their respective growth (Index No.) 

Years 

Dec84 

Dec85 
I 

Dec86 

Dec87 

M~rch 89 

March90 
I 

March 91 

rvtarch 92 

March 93 

March94 

· March95 

1\ttarch 96 

.·lmmoum Rs. In Lak.h 

Coach- Index Jalpai- Index Dar} eel- Index Total 

Behar No guri No ing :Vo 

495 100 494 100 4.34 100 1423 

(34.8) (.34.7) (305) 

. 659 133 611 124 535 123 1805 

(385) (33.9) (29.6) 

783 158 728 147 594 137 2105 

(372) (34.6) (282) 

920 186 856 173 677 156 2453 

(375) (34.9) (27.6) 

1074 217 1005 203 790 182 ~7 

(37.4) (35.1) (27.6) 

1240 251 1165 236 905 209 3310 

(375) (352) (273) 

1224 247 789 160 589 136 2402 

(51.0) (32.8) (24.5)' 

1195 241 883 179 605 139 2683 

(445) (32.9) (22.5) 

1617 1220 247 816 188 3653 

(443) (33.4) (223) 

1906 385 1448 293 982 226 4336 

(44.0) (33.4) (22.6) 

2261 457 1663 337 1117 257 5041 

(44:9) (33.0) (222) . 

2764 558 2158 437 1365 315 6287 

(44.0) (343) (21.7) c 

Source: Based on data of Annual reports and QL Y Progress reports of the Bank. 
Note : Figues in brackets are percentage share to total. 

Inde.:t. 
So 

100 

127 

148 

171 

201 

233 

169 

189 

257 

305 

354 

442 

··-
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Table No. 3.6 ··-

Performance under Special Scheme of the Govt. 
../ccoum in rhousand 

Ammoum Rs. In LakJr 

Years IRDP Assistance to SC&ST 
No. of Ammount Percantage share No. of Am mount Percentage to 
Account Rs. to Advanced Account Rs. total Adllanced 

Account Amount Account Ammount 

. Dec84 11.6 141.1 132 9.9 45.1 561.7 51.5 39.5 

Dec85 15.9 219.6 152 122 51.4 7Cf).9 49.0 393 

Dec86 23.1 348.7 202 16.6 422 692.7 37.0 33.0 
i 

Dec87 27.8 468.7 22.0 19.1 44.1 856.6 34.9 34.9 

March89 35.8 593.7 23.9 20.7 523 996.7 34.9 34.8 

March 90 41.0 803.6 262 243 63.9 1130.8 40.9 342 

March 91 50.9 1050.8 35.6 43.7 68.6 1216.4 47.9 50.6. 

March92 613 1388.1 40.0 51.7 74.6 1372.8• 48.8 512 

March 93 68.7 15793 40.9 432 78.4 1438.7 46.7 .39.4 

March94 772 1788.8 4l.l 413 813 1484.0 432 342 

March95 84.4 2161.0 482 429 86.9 16222 49.6 322 

March96 NA NA NA NA 

Annual Average IRDP Annual Average (Assistance to SC & ST) 

Arnt: AIC Amt. AIC 

dGring 1984-90 16.4 19.5 . 35.9 40.8 

during 1991-95 44.4 41.0 40.S 47.1 

Source : Computed from data based on Annual Reports data. 
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'Table No. 3.7 ' 

Impact of Credit : views of the beneficiaries interviewed 

'Sf. Benefitisl/nipact Cooch- Jalpai- Darjee- Total Percentage. 
:No Behar guri ling to total 

I. Generated incOme by utilisation of ofloan or 31 51 44 126 527 
benefited by acquiring some other assets (373) (&J.7) (61.1) 

2 utilised the loan ainount for household 35 18 14 67 28.0 
I expenditUre to meet social obligation likes (422) (21.4) (19.4) 

· · marriage, birth. death etc. 

3 .. Improved in the standard of living by acquiring 4 3 3 10 42 
consumer durable or repairing/constructing (4.8) (3.6) (42) 
house etc. 

4. No benefits due to loss/death or for 13 12 II 36 15.1 
non-utilisation of fund for having no (15.6) (143) (152) 
experience 

5. Total 83 84 72 239 100.0 
(100) (100) (100) 

6. SC & St & other backward 196 8200 

SC&St 144 .. 603 

OBC 52 21.7 

Source : Field stirvey 

Table No. 3.8 . 

. Priority sector Advances by commercial Banks 
(a$ percentage to total Advances)· 

Rs. In Lakh 

Year State Nationa- Public Privae C/D Ratio 
. Banks . lised Sector Sector Rural Semi- Urban All 
group Bnks Banks Banks urban SCB 

ro 35.5 46.8 43.4 56.9 49.0 59.7 852 

85 428 427 342 67.9' 54.7 56.0 73.1 

90-91 302 ·33.3 321 30.5 59.4 46.9 553 71.4 

91-92 36.0 38.4 37.6 28.8 58.7 47.8 543 71.8. 

92-93 30.9 35.9 34.1 30.4 553 44.0 64.1 72.5 

93-94 33.0 36.3 35.1 29.6 52.5 39.9 50.1 693 

94-95 31.1 . 33.8 32.8 283 49.1 38.6 51.5 n.1 

Source : RBI statistical Tables relating to Banks in India IBA, Bulletin Special issue 1991-96 
& ffiA,· performance highlights of Banks. 

·-
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: Table No. 3.9 

Performance ofUBKGB.under the District Credit Plan/Annual Action Plan 
Rs. In Lakh. 

: Year 'DtJrgat Achievement Percentage of 
Rs. Rs. achievements to 

larger 

1984 3224 6835 212 

- 1985. 4172 585.4 123 

0 1986 515.8 413.0 II) 

1987 483.6 .. 3892 II) 

1988 426.9 3IQ.4 727 

1989-90 7n3" 415.0 57.0 

1995 933.0 699.8 75.0. 

Source : Computed from Annual Reports and the respective District Credit plan~ 

·: 
' . 
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·-Table No. 3.10 

·Growth of Credit Achievement under DAP 
Rs. In Lakh 

Credit to Projection as per DAP Achievement Variations 
/994-95 1995-96 1994-9.5 1995-96 1994-95 1995-96 

Target groups 400.00 500.00 619.66 635.98 -.-219.66 +135.98 

(33.57) (34.89) (49.75) . (35.49) (+54.94) (+2720) 

Non-Target groups 791.47 933.15 625.91 1156.14 -165.56 +222.99 

(66.43) (65.11) (5025) (64.51) (-20.9) (+23.9) 

. Total 1191.47 1433.15 1245.47 1792.12 +54.00 +358.97 

(100) (100) (100) (100) (+4.53) (+25.00) 

; Purpose-wise 

ST(SAO) 335.0 442.0 284.19 366.85 

Agriculture (Term) 438.0 546.0 370.05 702.46 

· Allied activities 923.0 1048.0 923.89 76326 

SSl/Cottage lndustires 461.0 511.0 513.49 437.77 

·Retail Trade/Small 2205.0 2557.0 2187.56 2127.48 
I 
.Others . 962.0 148928 151.68 716.47 

Indirect 117236 

Total 5330.0 6594.0 4430.86 5114.41 

Non-Target group 610.00 117238 

Grand Total . 5040.86 6281.74 

Non Priority Sector 60134 693.48 

Source: DAP of the bank . 
. o 

Note : Figures in brakets are Percentage share to total. 
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Recovery Performance and The Problems of Overdues. 

Introduction · 

Repayment of the loan together with interest thereon by the borrowers is the 

central to the smooth functioning of the institutional credit. It is Contended that 

without a sustained recovery process the R.RBs with their, limited funds will not 

expand their lending operations. Thus, the timely recovery of loans is a pre-requisite 

for continious operation and very existence of such RRBs. 

, The loan repayment is dependent on proper utilisation of loans, selection of 
l 

suitable scheme, supply of quality assets under different govt. sponsor scheme, 

availability of infrastructural and marketing facility' generation of sufficient income, 

the willingness to repay, continuous supervision and follow-up visit, interest and 

initiative of the bank staff and other govt. agencies .and above all the recovery 

managem~nt of the bank concern. 

The rising volumes of overdues has serious implications.Apart from capital 

erosion, overdues result in non-recycling of fund, which in turn necessitates 

increasing dependence on refinance; As a defaulter, the borrower is cut-off from 

any access to further credit from institutions. This affect his existing productive 

ffnterprise and the lendii}g capacity ofthecredit agency d,ue to its inability to recycle 

tp.e resources and to raise resources from the higher agency. The increaSing overdues 

do not. reflect well on the ability of RRBs to effectively supervise credit utilisation 

by borrowers which is necessary for timely repayment of loans . Thus, defaults 

involv(! heavy costs all round. They affect adversely the interest of both the 

borrowers and.the credit agency and-

the level of overdues, that is loans and interest t~ereon not paid on due dates, 

is ohe of the most important indicators of the financial health of the lending 

institutions. 
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It thus, appears that an effective credit delivery system that will ensure the:.;. 

recovery is a must for sustainable growth and development of RRBs as \Veil as for 

economic development of the rural areas, the very objective of which the RRBs 

are set:..up. 

With this end in view, this chapter gives attention to the following aspects: 

a) The recovery performance of the RRBs as a whole and the performance 

of our bank in comparison with other RRBs~ 

b) Indentification of the factors responsible for poor recoveries. 

c) To identify the incidence of overdues among different class of borrowers. 

d) To understand the views of the borrowers as well as of the bankers on 

. the problems encountered by them. 

e) To understand the relationship of overdues with the operational holding, 

educational statUs, income, family size, caste & age of the borrowers. 

f) To see the effect of land size, level of income, family size, caste, 

educational· status and age of the borrowers if any, on the payment . 

behabiour of dues. 

g) To judge the overall impact of overdues and 

h) To study the credit delivery system of some successful rural banks to learn 

some lessons from their experience that may ensure recovery and fmancial 

health of our RRBs. 

Methodology 

To study the problems of recovery and the resultant overdues at micro level, 

261 beneficiaries/borrowers, selected at random from all the three districts of the 

bank's operational area, are interviewed through a interview schedule designed for 

the purpose (Appendix I) For this, three stage random sampling has been adopted. 

Where stage I is the choice of blocks from the districts and stage II is the choice of 
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panchayat . from the blocks and stage III is the choice of borrowers from the '-~ 

respective panchayats. In the final stage borrowers/beneficiaries were selected at 

raridom out ofthe lists of the borrowers provided by the Panchayats office of the 

respective area as well as by the respective bank branch. 

To study the problems, as well; from the_ bankers point of view 35 bank· 

personnel, which includes chairman, General Managers, Senior Managers and 

bfficers of different sections of the head office and some branch managers or field 

officers are interviewed perSonally with the help of the schedule (Appendix II) 

Recovery Performance. 
- - ' 

A frequency distribution of RRBs as at t~e end of June 1986, shows that 45 

percent of the number of RRBs had a recovery of 50 percent and below, 1 The 

recoveries were_ above 60 percent as at the end of June 1989 for RRBs in Panjab 
I - . 

(;80.7%). Jambu & Kashmir {8L6%), and Gujrat (63.7%).These were very 

unsatisfactory for Maharashtra (40J %), M.P. (35.0%), W.B. (39.8%), Bihar (34.2%), _ 

1ripura (28.6%), Nagahmd (14%), Meghalaya (38%) and Rajasthan (38.1 %)2 • 

The recovery performance of UBKGB during the initial years of its 

e:stablishment were very satisfactory. The percentage of recovery to demand was 

- ~etween 59.1 to 70.5 during1977-1981.3 -

The recovery performance suffered sever retrogression during 1986-96. The -

aver~g~recovery position during the period under reference of the RRBs at national 

and state level together with the position of our bank and- MGB is presented in table . ' . . 
4,1. 

' 

The table clearly shows that the performance of UBKGB in the recoveries 
I 

of old dues decreased from 49.2 percent in 1984 to 27.3 percent in 1996. The average 

r~covery was just 31.7 percent of the demand during these period. The performance· -·- · 

during I 992 & 93 was the worst when the -recoveries decreased to 18.2 and 23 .. 6 -

p¢rcerit respectively. 
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Whereas, for MGB the percentage was as high a~ 68 in 1984 and decreased '~ 

to 33 in 1996. It ranged between 49.3 and 44.4 percent during 1985-89 and 35.4 

and 30 percent during 1990-96 maintaining an average recovery of 38.9 percent 
' . . . 

during the whole period under refinance. 

At the national and state level it ranged between 50 and 48.6 percent and 

.44.4 and 3 7 percent during 1985-89 and during 1990-96 between 33.5 & 51 at the 

'national and 27.3 and 53.8 percent at the state level. The average recovery was· 

49.5 and 36.2 percent respectively at the national and state level during the 12 year 

period. 

Thus, the general trend has been towardsdeterioration over the years. The 

'lowest performance was recorded during 1990-93 i.e. immediately after the 

Agricultural & Rural Debt Relief Scheme (ARDRS) of the govt. of India in 1990. 

A Comparison of the recovery performance of UBKGB and RRBs at the state and 

National level clearly brings out that though the performance in the initial years 

was better for UBKGB, during the recent years· the performance worsen. So the 

:percentage of overdues has been increasing steadily over the years for UBKGB as 

:w'ell as for other RRBs in the country. 

Purpose-wise recovery position 

Table 4.2 indicates that the recovery from short-term (ST) agricultural loan 

· 'was comparatively better (average 34%) than the term loan (TL) for agriculture & 

allied activities (average about 27%) during 1985-90. During 1993-96 recovery from 

Agricultural loan (ST & TL together) was 25 percent, higher than recovery from 

allied activities 16.2%. The highest recovery percentage in 1991 both for agricultural 

& allied activities of 88.6 and 84.3 percent respectively was due to ARDRS relief 

,from the govt. The performance from non-agricultural activities (both ST & TL) 

was similar to those of ST agricultural loan but better during 93-96 then those of 

agricultural sector. 



0 

0 

66 

The analysis signifies that in the agricultural sector, the recovery of short- '.:. 

term agricultural loan wa.S comparatively better than the recovery of Term-loan for 

agricultural & allied activities. This poor performance of term loan for agriculture 

and allied activities was mainly due to supply of poor quality of assets and 

misutilisation for lack of proper supervision and follow-up visits of the field staff 

(field survey results). 

District-wise performance 

There has been a wide variation in the recovery performance among the 

districts~ Jalpaiguri ranked first, followed by. Cooch-Behar and Darjeeling. The 

average recoveries during 1985-90 of the districts were 38%, 34.8% and 29.4% 

respectively. These percentage during 1992-96 were 27.4%, 25.2% and 25.1% (table 

4.3). 

The better performance of the Jalpaiguri may be due to better socio-economic 

condition and initiatives of the bank staff of the district (Appendix VIII). 

Recovery to Credit disbursement ratio 

The percentage of recovery to credit disbursed during the period under 

reference is presentated in table 4.4. The table shows that out of the total loan disbursed 

during 1984-90, on an average 77.5 percent of the amount was recovered. This 

percentage was just 45.6 in terms of number of accounts. During 1991-96 ·the ratio 

decreased to 50.3 and 41.9 respectively for loan amount and. in the number of accounts. 

Thus, the overdues in the aggregate grew at a faster rate than the disbursement 

of loans both in the amount and in the number of accounts during the period under 

reference. It the s~e trend is continued, there will be acute shortage of fund in the 

near future which ultimalely will affect the rural lending activities of the bank, the 

very purpose for which it was established. The resultant poor financial performance 

will ultimately affect its very existence. Hence, it is expected than an early action is 

taken to solve this growing problem. 
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_ Recovery and- Refinance relationship 

The .eligibility criteria for refinance from higher tier (NABARD and Sponsor 

:sank) is linked ~ith the recovery performance of the RRBs other than some special 

scheme like, bairy development, Fishery, Scriculture. orange orchard, bullock cart 
. -

and I_lp)P w.e.f. March 1986.4 As a result the refinance from higher tier has been 
' --
.decreased steadily over the years. 
;-

l 
i · It can be seen from the table 4.5 that refinance from NABARD in general 

term h~ decreased from Rs. 552 lakh in 1986 to mere Rs. 5 lakh in 1992 when the 
I . . , 

recovery percentage fell from 31.6 to 18.2. The bank has lost its eligibility for 

refinance in gerteral terin after 1992, except those of some special term, due to very 

unsatisfactory recovery performance during those period. The refinance from its 
. . 

sponsor bank .(CBI) has also been decreased from. 1987 onwards. A positive 
. . -

porrelation (F().58) between recovery and refinance in general terms during 1984-

'1992 can be seen implying thereby the relative importance of recovery for getting 

fresh refimmce in general term from higher tier and for its very existence as a rural 

lending institution. 

. - i 
Loan amount and overdue relationship 

It can be seen from the table 4.6 that the overdue perbranch and per account 

· is increased with the increase of advance per branch and per account both for 

UBKGB and at All India level. 
I 

-In order to examine the relationship between the loan amount and overdue 

pet branch and per account, linear regression equations based on 1984-96 data are · 
I 

~orked out. The regression eqtiations ~e presented below. 

UBKGB.:. 

Y
1
= -3.00964+.491995X

1 (1) 

(8.041) t Singn:ificant .0000 

R2 = .86605 
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r = 0.93062 F= 64.656 significant F. 0.0000 

y:! = .276609 + .576707~. (2) 

(2.?0 1) t significant 0.0524 

R2 = .32632 

r.= 0.57125 F-= 4.844 significant F 0.0524 

All India: 

y3 = -.657339 + .322174 ~ (3) 

(10.719) significant t. 0.0000 

R2 = .91994 

r = 0.95913 F == 114.903 significant F. 0.0000 

Y
4 
= .365582 +.51972 X4 

(4) 

(8.748) significant t ;0000 

R2 =·.88443 

· r = 0;94004 F.= 76.9334 significant F .. 0000 

, . ·Where, Y1 and Y2 are overdue per branch and overdue per account of 
' . . 

. ;UBKGB and Y3 and Y4 respectively overdue per branch and overdue per account 

bf RRBs at· All India level. X1 and ~ are advance per branch and advance per 

'account of UBKGB and X
3 

and X4 are advance per branch and per account 

respeCtively at all India level. Value.s in the perentheses indicates the value oft

statisties corresponding to respective regression coefficeient. 
I 

' 

The regression coefficient were found to be positive and statistically 

significant in all the equations implying thereby that .the loans advanced by both, . 

UBKGB and RRBs at the national·level have a direct and positive bearing on the 

overdues per: branch and per account. However, the magnitude of relationship varied 

between per branch and per loan account substantially. The results indicates that 
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~very additional advance of Re I will cause in an overdue of Re 0.49 per branch '·~. 

andRe 0.58 per account ofUBKGB andRe 0.32 per branch andRe 0.52 per account 

of RRBs at the national level. That is 49% of the advances per branch of UBKGB 

will be in overdue. as against 32% at the National level and 58% per account of 

UBKGB and 52% at the National Level under the present condition. 

This indicates poor business and inefficient maQagement which led to heavy 

losses to the RRBs and specially to the UBKGB. Lack of proper loan appraisal and · 

supervision for the end lise, selection of unsuitable and unviable scheme, lack of 

initiative and. interest of the bank staff, generation of insufficient income due to 

supply of poor quality of assets appeared to be the probable reasons for poor business 

of.UBKGB . 

Overdue size and its relationship with the respective size of land, 

family, educational s.tatus, caste, age and the level of income of the . 

~orrowers. 

a .. Operational holdi~g (land size) 

Distribution ofborrowers on the basis oftheir land size (table 4.7.1) revealed 

no defmite relationship betWeen the size of overdue and operational holding. Of 

the total 142 borrowers in the lowest category of land size (upto .66 acre) 23.2% 
I - ' .. 

have· overdues upto the level of 50%. Similarly. 28.8%. of the land size group .67 

tb 1 :5 acre have overdues upto the level of 50%. Wile, more than 4 7% of this 

cat(!gory have overdues in the range of 51 to 7 5 percent. If the highest category of 

fand size (above 1.65acre) be considered it can be seen that more than 52% of this 

!midsize group have overdues in the range of76 to 100 percent. The corresponding 

figure for the medium size land holding is 23.7%. Hence, no definite relationship 
. ' 

is found between the overdue size and the size of the land of the borrowers. 
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The Agricultural credit Review committee (ACRC) 1989 has also observed-· 

\/eiy insigrtificant relationship between these two variable' and a similar .observation 

:was made recently by D.K. Ghosh6
• 

·b) Educational status and the size of the overdue 

· A moderately sigrtificant reiationship can be found between educational status· 

.and o~erdue size. It can be seen from the same table 4. 7 .I that of the 65 number of 

beneficiaries having educational qualification higher secondary and above only about · 

:I 7 percent have overdues up to 50 percent while more than 4 7 percent have overdues 

inthe range of76-100 percent and 35.4 percent in the·range of 51-75 percent. The 

~orresponding figures for the illiterate beneficiaries are 31.8 percent up to 50 percent 

level and 53 percent in the range ?f76-100 percent level. In the case ofbeneficiaries · 

having qualification .of primary level, about 26 percent have overdues up to 50 

percent and this percentages are 30 and 50 in the range of 51-75 and 71-100 percent 

respectively. 

! . Thus, ofall the beneficiaries who have overdues 50 percent and below only 

i 6.9 percent have edticational qualification of H.S. and above, 31.8 percent illiterate 

~nd 25.9 percent primary. This indicates that comparatively beneficiaries of higher 

educat~onal status paid less than those of illiterate. 

c) Level of Income 

·Distribution of sample beneficiaries on the basis of their level of income 

ipdicates moderate relationship (r= 0.11) between fue.level of income and overdue 
. . . 

size. It can be seen from the table .that only 19.5 percent beneficiaries of the lowest 

inco~e group ~ave o~erdues 50 percent and less. rhile, the correspond~ng figures . 

for next two higher mcome groups are 23.6 and 29.5 percent respectively. The. 

p'erc~ntage ~of beneficiaries having highest overdues size (i.e. 76-100%) are 56.1, 
. . . 

47.3 and 46.6 respectively for the income group of less than Rs. 6000; Rs. 6000-
1 ' 

l 0,000; and Rs. 10,001 & above: This clearly indicates some relationship between 

tqe level of income and overdue size, i.e. higher income group paid more than those 

of lower income group. 
I 
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d) Family size 

It can be observed from the same table that famil:y .size had no bearing on 

the overdues of the borrowers (r = .098). It is clear from the table that 54.3 percent 

:beneficiaries having lowest number of depended (lowest family size) have overdoes 

i in the range of 76~100 percent. The corresponding figure is 46.3 and 55.0 percent . 

'. for the .next two higher size of family . This signifies· very negligible correlation . · 

:between the size of the family and overdues. (r=0.098). 

•• < e) Caste and overdue size . 

The table shows that beneficiaries of upper caste group paid less their dues 
' ,. ' . . -

:than ~ose of the lower caste group (SC & ST). The percentage of beneficiaries 

:who ~ave overdues 50 percent and less (lowest) are 27 .8, 19.2 and 23.3 respectively . 

• for SC/ST, OBC and upper class. The corresponding f}gures in the overdue size of · 
176.:.100 are 47.9, 50.0 and 48.8 percent. Thus, overdues are comparatively less for 

· :lower caste·group than those of upper caste group." 

t) Investment size I size of loan 

·· Distribution of borrowers according to the size of loan amount they received 

:also revealed no impact on the size of the overdues. However borrowers received 

:lo~e~t ioan amount paid comparatively more than those of the beneficiaries received 

more amount of loan. 

g) Age ofthe .borrower~ 

An interesting observation as. revealed from the table is that beneficiaries : 

:within .. the age.group of36-45 have paid lowest repayment ofloans, 55 per~entoL 
. . . 

. this group have overdues in the range of 76-100 percent. Whereas, the highest' 

repayinerit was made by the age group 46 and above (Ohly 45.3 percent have highest 
I ' 

· overdue size) .. And 3 7.5 percent of the beneficiaries of the age group 18-25 have 

pverdues 50 percent & less. This signifies that beneficiaries in the age group of 18-

Q5 a~d 46 and above are better from the bank point of view than the age group of 

26-45. It is .therefore, desirable that bank give due consideration to these age groups 

~bile granting loan. 
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Defaulters and non-defaulters : Relationship with their respective 

~ize of Land, Income, Family, age group and Educational status and caste. 
I ' . • • 

To see the relationship betWeen the behabiour of payments of dues with their 

r:espec~ive size of Land, Income, Family, Age group, C:aste and Educational stauis, 

the borrowers are divided into two categories Viz, defaulters and non-defaulters. 

o The Borrowers those who have paid 0 to 50% oftheirdues are treated as defaulters 

·and·whohave paid 51 to lOOo/o as non-defaulters. 
i .· . 

!•- a) Land Siz~ 
. . 

· ·A' close look iflto the table 4. 7.2 reveals that 72.8% of the borrower having 

Umd size up to .66 acre {upto 2 bighas) have not paid their dues. In the next land 

s.ize group ( .67 to. 1.65 acre or above 2 to 5 bighas) 59.2% have defaulted. The 

c'orresponding figure is 66.7% forthe highest land size group {Above 1.65 aere or 
! . . ' - . 

above 5 bighas ). Thus, no definite relationship was found with the size of the land ! . . . 

~f the borrowers. However, the percentage of defaulters in the medium land size 
' ' group was the lowest. 
I ' - -

b. Income Level 

· It can also be seen from the table. That the proportion of defaulters in the 

highesteducational status group (i.e. qualification of Higher Secondary and above) 

wias the highest77.6%. The corresponding figures for the lowest status group (i.e. 

those who are illiterate) are 70.7% and 61.7% having qualification up to primary 
I 

level. This indicates that comparatively beneficiaries of higher educational status 
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have paid less. However, no definite relationship exists between them. 

d. Caste 

There exists relationship in the payment behabiour ~vith the caste group of 

· the borrowers. The proportion of defaulters was the highest among the Muslim 

92.3%, followed by upper Hindu 72.3%. whereas this proportion of the lowest caste 

~roup (SC, STand OBC) was 65.3%. Thus, the lowest caste group are comparatively 

better .than higher caste in payment of their dues. Similar observation was made by 

" M.Sarkar. 

e. Family Size 

It can be observed from the t~ble that the size of the family has rio impact 

on the payment of dues of the beneficiaries . The ·percentage of defaulters in the 

Jbwest family size (1-3 nos) was he highest (86.7%) followed by highest size group 

(above 7) 82.1%. This percentage was the lowest (62.5%) for the family size of 4-

7. that is the lowest family size group has paid the lowest, indicating its no impact 

on the payment of dues.· 

f. Age of the borrowers 

It has. been observed that the proportion of non-defaulters in the age group 

o:r ui.Jo was the highest (39 ;5% ). The corresponding .figw:es- for the next two age 

groups (31-45 and .above 45) are 27.7 ad 31.8 percent respectively. That is the 
I . 

proportion of defaulters was the highest (72.3%) in the age group of 31-45 and it 

was lowest (60.5%) in the lowest age group (18-30). It may therefore be an important 

consideration to the barik while granting loans. 

Causes -of defaults: Field survey observations.· 

a) Views of the borrowers 

To study the problems 261 beneficiaries were interviewed during field survey 

\Vith a view to ascertain their perception about the reasons of defaults. The findings 

of the survey are presented in table 4.8. It is seen from the table that only 21 
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borrowers (8%) have fully paid all their installments due and 239 i.e. 92 percent'.;. 

have defaulted with different size of overdues. 

Data presented in the table shows that (i) inadequate income generation due 

to supply of poor quality of assets; (ii) failure of the assets/scheme due to disease 

or death of livestock and (iii) unforeseen domestic problems rike, marriage, death, 

birth, illness etc; are the major reasons to which 30%, 1 7.2% and 14.2% respectively 

of the respondents have attributed their defaults. Theses three factors together 

accounted for more than 61 percent of the total defaults. Another two important 

factors are (iv) misutilisationand (v) defaults wilfully to which 13.8 and 13.4 percent 

respondents respectively attributed their defaults. Thus these five factors together 

are responsible for more than 88.5% of total defaults. The remaining 11.5% defaults 

are caused by (vi)expectation of debt relief (5.9%) (vii) liberal attitude of the govt. 

agencies (1.3%), (viii) lack of initiative of the bank statT ( 1. 7%), (ix) faulty or wrong 

selection of scheme (1.7%) and for failure of crops (0.8%). 

The survey also revealed that supervision and follow-up visits by the bank 

staff for the end us~ of credit was very negligible to which more than 50 percent of 

the borrowers have expressed their views. While, 15.3 percent beneficiaries hav~ 

diverted their funds for other purposes. Inadequate supervision often resulted in 

improper appraisal of loan proposal and failure of credit agency. Virtually non

existent or ineffective supervision gives rise to many malpractice (like, misutilisation 

ofloan, disposal of assets, diversion of fund etc.) culminating in overdues. 

b) Views of the bank staff for poor recovery of loans. 

To assess the problems as well, bank personnel both at the branch and head 

office levels were interviewed through a structured questionnaire designed for this 

purpose. The results of the interview is presented in table 4.9. 

The major reasons of poor recovery to which the bankers attributed their 

views (expressed in percentage to total scores of various priorities) are: 

i) selection of unsuitable and unviab1e scheme ( 16.5%), 

ii) political interference and change of govt.(l6.2%) 
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iii) lack of initiatives and interest ofthe govt. agencies (14.1%), 

iv) Absence of proper infrastructure and marketing facilities ( 12.9%), 

v) Imidequate laws to take appropriate steps (10.8%). 

vi) Inadequate pre-section scrutiny and appraisal of loan proposal 8.7% .. 

vii) Defaults wilfully due to l~beral go'\1. attitude and expectation of debt 

relief (8.1 %)and 

viii) lack of initiative of the bank staff 5.4% 

Thus, it is seen that 93 percent of defaults is being caused by the above eight 

factors as viewed by the bank staff. 

It also appears that both the beneficiaries and the bank staff have pointed · · 

qut some common factors like, default wilfully, faulty or' wrong selection of scheme 

which adversely affected the recovery of dues. Hence, appropriated steps are need 

to be taken in this direction. 

A comparative assessment with the previous study. 

· The Khusro Committee, 1989, observed that the inadequate mcome 

generation accounted for 31.6% of the surveyed defaulters of RRBs. Our study also . 

confirmed the similar results (30%). The unforseen domestic problems was relatively 

~ less· important factor to the study of Khusro committee, The percentage of which 
' 

»'as just 3.6% for RRBs, but in our study the percentage increased to 14.2 percent. 

Diversion offund/misutilisation (i.e. consumed other than creation of assets)which 

accounted for 6~2 of the defaulters of RRBs (Khusro Committee), whereas, the 

percentage is as high as· 13.8 in our study. 

. . . 
The cropfailure due to adverse weather condition was one of the major factors, 

a:ccording to the Khusro committee, to which 32·.3 percent of the respondents of 

RRBs attributed their defaults. In our study the percentage is however very low i.e. 

only 0.8%. 
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Thus, there has been a shift in the nature and incidence of overdues over 

times in respect of crop failure (favorable) and as regards unforeseen domestic 

. problems and diversion or misutilisation of loan (unfavourable), the problems for 

which are becoming more acute day by day. The percentage of wailful defaults are 

also in rising tendency. The percentage in our study. of which is 13.4 as against 

12.4 in Khusro Committee. The shift in the nature may also be due to different socio

economic condition. Hence, the study suggests immediate measures for combating 

· with this growing problems for better recovery performance. Sarkar13 observed that 

: the borrowers having higher social status, higher income level and better education 

have paid less then lower social status, lower income and less educated borrowers. 

Dr. Sarkar also used the tool "'discriminat function to identify the dominant 

factor responsible for poor repayment performance on the basis of his 200 sample 

borrowers from Cooch Behar district. The variables - caste, education; occupation, 

per capita income, per capita borrowing, increase of income after the use of credit 

utilisation of loan, contract with the officials, timely reciept of loan, adequacy of 

loan, condition of the house, rate of interest, problems in getting loans are used for 

the purpose of his analysis. 

The conclusion, based on the above analysis, was that the characteristics like 

incremental income after the use of credit, occupation, utilisation, of loan, contact 

with the lending agency and officials of the Govt; timely receipt of the loan, per 

capita borrowing and adequacyof loan are very helpful to classifY the borrowers 

into defaulters and non-defaulters. Among these, the increamental income and 

occupation have the highest discriminating power. And the incremental income and 

per capita. borrowing are the prominant determinant of classification of defaulters 

into wilful and non-wilful. One important findings was that the borrowers who have 

effectively utiliesd the credit and genereted income by it have been defaulted more 

·Wilfully. 

The analysis also indicated that high per capita borrowing was an important 

• factor for increasing the overdues. The relationship with the influential person and 

:other functionaries help the borrowers in getting loan and protection for their 

defaulting behaviour towards repayment of loans. 
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The quality of lending 

The credit quality warrants technical expertise for projectischeme appraisal 

.and viability study. It is also essential that the supply of credit is well spaced over 

.time horizon and is speedily disposed at a particular point of time according to the 

needs of the beneficiaries. The bank also need to diversity the credit port-folio for 

reducing the risk and better credit recovery. 

Of the respondents (bank personnel) 65 percent have viewed that there has 

been a direct or indirect pressure from the govt. agen<;ies for lending to unsuitable 

and unviable scheme( from the marketing and infrastructural polrit of view). Again, 

94 percent of the respondents also expressed that there were negligible scope for 

rejecting the loan applications selected by the govt. agencies if not technically defects 

(table 4.10). 

Hence, it is observed that due to political pressure for lending to unsuitable 

and unviable scheme with no scope of rejection hampered the quality of lending 

which ultimately led to the poor performance of the bank. 

It has also been observed that credit programmer are often hastly drawn up 

to fulfill the target at the cost of quality of credit. The success or failure of the 

programme primarily depends on howmuch credit has been given in a given period 

of time. The scrutiny and appraisal of loan proposal and the recovery. aspects are 

not important consideration while granting loans but assumes significance 

~ubsequently when defaults become a problem. 

The lack of technical & professional skill of the staff for lending t.o non

target and non-priority sector needs 'to be trained properly in this direction. The bank 

also needs to acquire the expertise specialising in rural development. 

Impact of overdoes 

Table,4.1 reveals that the overdues at the ultimate borrowers level as at the 

end of December 1984 amounted to Rs. 376 lakh as against outstanding credit of 

Rs. ·1423 lakh (table 3.2) Thus, more than 26% of the resources deployed were 
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locked up in overdues and were not available for recycling. In march 1996 the'~ 

amount of overdues increased toRs. 2961 lakh against outstanding Joan of Rs. 6287 

Jakh i.e. more than 47 percent of the loan amount were locked up. The percentage 

of overdue to demand increased from 50.8 to 72.7 during the same period. The 

'average overdue percentage of 65.7 for UBKGB during the 12 years period was 

much higher than the state average of 63.2 and national average of 53.5 (table 4.1 ). 

This clogging of overdues had severely impaired the eligibility of the bank for 

refinance from NABARD in general terms from 1993 onwards (table 4.5). 

Defaults involved heavy costs all round. They affect the interest of both the 

borrowers and the credit agency. The negative and negligible percentage of growth 

of borrowal accounts over previous year (table 3.1) indicates the impact on 

borrowers' interest. Again, as a defaulter, the borrow~r is cut off from any access 

to fresh credit from the bank. This in turn affect his productive enterprise. Similarly, 

the lending capacity of the bank is also equally affected due to its inability to recycle 

the resources, which in turn affect the growth of credit and to raise more resources 

from higher financing agency (table 3.1 & 4.5). 

If the bank is unable to recover from its borrowers even interest due on loans, 

its profitability declined and affect the viability. The another important aspect of 

overdue is that the agriculturists and other related rural enterprises, still outside the 

preview of banks credit suffered on account of non-availability of adequate supply 

of credit which sometime forced them to lend from money lenders or non-banking 

financial institution, which has been observed during our field survey. Thus, the 

higher incidence of overdues has become _a major constraint to the expansion of 

credit of the bank as well as of the RRBs in the country which ultimately affected 

their financial viability. Huge non-performing advanc'es with an increasing trend 

has been the major contributor to the loss of the bank as well as to other RRBs. 

Therefore, the RRBs in the country like our bank must have to be given 

proper attention to reduce their overdues and non-performing assets by adopting 

an appropriate credit delivery system that will ensure effective use and timely 

recovery of loans for attaining the viable financial conditions. 
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. The credit delivery system: lessons from two successful rural bankS-

The successful management of rural credit in India specially the RRBs. at 

the instance ·of their mounting losses, requires c'ost effectiveness of the rural credit 

: system which in turn requires relaxation in the practice of subsidizing interest rates 

; to be~er off section, reduction of overdues and_ increase in the supply of credit to 

the marginalized sections of the rural population~ 

The Agricultural Credit review Coml)1itie(;! (ACRC 1989). highlighted the 
' - . . 

. ya:waning gap between the income generated and the cost incurred by rural credit 

; institution including RRBs. The Narasimham Committee on financial sectors 

• reforms( 1991) among other things recommended a redefined priority sector, gradual 

' phasing o~t of direc~ed credit and deregulation of interest rates. 

The Grameen BankofBangladesh (GBB) 

The salient feature. .. 
The back ground : The GBB began as a development project in 1976 and · . 

. •. it was made and independent bank by a government ordinence in 1983. The projeCt 

:was launched by pr. Yunus, then professor of Economics, Chittagong University 

and currently, the Managing Director of GBB. The project's aim was to test the 

hypothesis that if financial resources can be made available to the rural poor on 

.reasnable terms and conditions, they can generate productive self-employment 

·:without any external assistance: This pilot experinment proved successful. 

.Subsequently, the Govt. ordinance was issued in 1983. transforming the project into 

. a specialized financial institution for the rural poor, Viz., the Grameen Bank. 

In 1983, the govt. prdinance provided for an authorised capital of taka 80 

million and paid up share capital oftaka 30 million, with an-ownership pattern of 

,60% ·with the_ govt. and 40% with the borrowers. The authorised sha~e capital was 

raised to taka 100 million and the paid up. share capftal to taka 72 million by an 
I • • • 

~mendment in 1986, with the govt. subscribing to 25% and the borrower 

shareholders to 7 5%. In 1991, the authorised share capital stood at taka 250 million 
_i 
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and the paid up share capital at 114.4 million and Dec 1994 the paid up share capital'~ 

at taka 216.52 million and authorised capital at taka 500 million, facevalue taka 

I 00 each. 

In 1983, there were 77 branches of the bank covering 1025 villages in five 

district. As on Dec 1994, the activities of the GBB had spread over all the districts 

of the country and I 045 branches operating in 34913 villages and a membership of 

2.01 million and loanee member Land less (male) 10889 and Landless (female) 

1751775 (5.9 and 94.1 percent respectively). Of the total member only 6% are 

landless male and the balance 94% are landless wo-men. (Appendix - X and 

L.M.Bhole and R.V. Bhawani). 

Objective and functions : The basic objectives of the GBB are : 

1) To extent banking facilities to the landless persons specially to women. 

Without collateral seearities in cash or in kind. 

2) To eliminate exploitation by the money lenders. 

3) To create opportunities for self-employment. 

4) To bring disadvantaged people with in the folds fo some organisational 

format. 

5) To reverse the age-old vicious circle of low income- low investment low 

income into low income - credit investment - more income - more credit 

investment - more income. 

6) To promote cooperation and solidarity th~ugh its institutional frame work 

of groups and centre. 

Credit Delivery and Repayment System : 

One of the major distinguishing aspects of the GBB is the system of 

sa·nctioning, disbursing, utilizing, recovering and reloaning of credit. The major 

features of this system can be discussed as follows : 
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a) Focus on Target Groups: 

A clearly defined target group is the starting point of this system. It aviods 

·middlemen between itself and the borrower - members. The group as a whole 

qualifies for the loan. The members of the groups are given intensive training 

·regarding the objectives of the 088, the rules and regulation of the credit 

o programme, functions of the group chairperson and the centrechief group savings 

. and the educational, health and other social development programmes. Loan 

. disbursement starts only when all the members of the group fulfil the prescribed 

conditions and the bank recognizes the group formally. The group as a whole, stands 

·guarantee for the individual members. The members take loans for productive 

activities and default by them is checked by peer pressure. 

Loans proposals ar~ processed and disbursements and repayments are made 

.at the centre meetings; Usually, the loans are short-term in nature and are in small 

amounts varying between 1000 to 5000 taka. The loan has to be used immediately, 

.after which the repayments has to be made in 52 equal instalments. The member 

themselves select income generating activities, based on their knowledge and skill 

and prepare the loan utilization plan. The selection ofactivity is discussed at the 

centre meeting and has to be approved by the group. Loan utilization is intensively 

monitored and supervised. 

b) Resource generating through savings: 

Generating resources for the loan business through compulsory contributions 

to, or conpulsory savings in different funds (group fund, Emergency fund, children's 

welfare fund, Disaster fund etc.) is an integral part of the loan business of the 088. 

c) Training of staff: 

The training of various contituents is an integral part of the credit delivery 

systed of the GBB. The Bank has created a strong cadre of middle-level officers 

through intensive practical and locally-oriented training. Induction training courses 

for newly recruited officers and bank workers, span over six minths. The 088 also 

organizes training programmes for the borrowers in the form of periodical 

workshops. 
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Financial resourees of GBB 

It is an important feature of the GBB that the member borrowers themselves 

are the major suppliesre of funds to the Bank. They contribute to the resources of 

the GBB in the form of share capital and compulsory savings to the various tunds 

mentioned earlier. Apart from these, the other sources are deposits from public, 

revolving funds and borrowings from the central bank of Bangladesh, domestic 

commercial banks and international organisations. 

Interest Rates 

The GBB has been charging an interest rate of 16% p.a. on its non-housing 

loans. On housing loans, the GBB charges an interest rate of 5% p.a. It earns interest 

on tixed deposits at 14% p.a and shot-term deposists at 8.5% p.a. Interest paid on 

compulsory saving deposits is 8.5% p.a. Funds borrowed from the bank, under its 

refinance scheme, bear an interest rate of 8.5% p.a .. Loans under rural housing 

finance scheme are given at an interest rate of 3% p.a., Loans from International 

Fund for Agricultural Development (IF AD) on highly concessional terms (2 to 3 

percent f. 

The Progress of GBB (Appendix - X). 

The performance and progress of GBB can be studied with the help of some 

indicators as given in appendix X. During 1980-94 i.e. over 15 years. The number· 

of member and borrowers increased by 143 and 169 fold. The number of groups, 

villages and the branches increased by 140, 132 and 42 folds respectively. The credit 

disbursement increased by 1898 fold and the outstanding credit by 574 times. The 

credit disbursement to recovery Ratio was as high as 82.3 during 1983-96. 

In terms of profitability, th~ GBB operated at a profit amounting to 2.8% of 

the volume of loans and advances. In 1985 and 1986 iJ: just broke even. In 1991, it 

accumulated a loss of 1.2 million taka due to administrative and training cost 

incurred in the process of expansions. During 1993-94 its total income to total 

expenses was 100.73 and 101.09 and the Net Profit to Net Worth was 4.79 and 

7. 55 percent respectively. 
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Recovery of Loans : 

The GBB has applied a standardized rigid structure of loan repayments to 

achieve finencial discipline. The pattern of regular weekly repayment has been 

critical in preventing borrowers from accumulating cash that they might have been 

tempoted to spend, rather than use it to repay the loans. Maintaining and increasing 

the group's eligibility has been a crucial incentive for timely repayments. The GBB 

has consistently been able to maintained a 98% recovery rate. 

The main factor contributing to the unhealthy situation of our rural credit 

system is that it has not produced desired results in terms of direction, quantum 

and quality of _the flow of credit. The group lending approach may be one way in 

which the._marginalized section may benefit from credit. The Grameen Bank of 

Bangladesh's working and other evidence show that the group lending programme 

have had relatively low deliquency and default rates. (recovery rate is about 98%).7 

Though the GGB,s structure and functioning differ significantly from our 

RRBs, the broad aims are the same. The RRBs were envisaged to over come the 

weakness of commercial Banks (CBs) in catering to the credit needs of the rural 

poor, but they have not been able to generate the kind of staff commitment and 

organisation as per requirement. The strong management system, decentralization 

of power and responsibility and intensive traini~g of the staff are features that have 

enabled the GBB to function sucessfully. The GBB has introduced a scheme of staff 

incentives which promotes staff member according to the profit made by branch 

and distributes 10% of those profits to its staff. By tying employee bonus to 

quantifiable performance criteria, its incentive scheme has suceeded in increasing 

the staff accountability and motivation. 

The introduction of social mechanism that lowers transaction costs screen 

loan applicants and ensures loan repayments appears to be key to success. The GBB 

has also demonstrated that the poor can utilise credit efficiently, when there level 

of awareness is raised and they work in a group. Significantly, per capita income 

of GBB loanee household rose by 32 percent over .the two years period when 

Bangladesh's per capita income as a whole increased by 26 percent9
• 
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The Bank partanian Malaysia (BPM) : 

The BPM is a leading bank involved in rural banking in Malaysia. The BPM 

:\\'as a sick bank with huge accumulated losses, today enjoys a high profile status in 

~he banking fraternity of the country. The bank introduced a number of scheme to 

mobilise deposits. the Bank strive to give attractive returns to the depositors such 

as rewards on renewal of deposits, bonus to savers out of the annual profits and 

penalty free pre-mature withdrawal. Despite a high rate of interest (about 34%) on 

<;1dvances : its rate of recovery is very high, a little less than 1 00 percent. The policy 

of the bank is to first make a person convert to the saving habit and then extend 

financial assistance. The return on assets is around 12%. which was marginaly less 

than the top commercial bank in the country 10
• 

Interest Rates : 

The GBB has been charging an interest rate of 16 percent p.a. on its non 

housing loans, almost since its inception. The policy of GBB that it has stressed is 

the greater availability of credit rather than the lower· cost of credit. Whereas, the 

BPM charges, an interest rate of about 34 percent on advances. 

From the success story of the above two banks and their experience highlights 

the critfcal issues that need to be considered while tack_ling the growing problems 

for providing financial services to the rural population by the RRBs. 

LESSONS TO LEARN. 

From the success story of the two banks, few lessons to be learned are that: 

1. Access to credit is more important than the low rate of interest. 

n. There is a large potential for savings among relatively low income people 

in rural areas. 

111. The introduction of social mechanism that lowers transaction costs, 

screens loan applicants and ensures loari repayments. appears to be a key 
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to success. 

1v. The strong management system. decentralization of power and 

responsibility and intensive training of the staff together with the 

incentives for better performance can do better in increasing the staff 

accountability and motivation for better financial performance of RRBs. 

Thus, the RRBs in the present sce'V!tirio will have to be evoh·ed a separate 

and simple set of system and procedure that will ensure timely recovery. cost 

effectiveness i.e. lowering the transaction cost in exending small loans quickly. The 

credit delivery mechanism devised by the GBB has lessons to offer in this regard. 

Linking of self-help groups (SHGs) with banks 

The concept of SHGs is that it is a group of rural poor generally comprising 

small/ marginal fanners, landless agricultural labourers rural artisans, women folk 

an dother micro entrepreneurs organised themselves to achieve economic 

development by raising their resources. Its working is described as follows:· 

a. The SHG collects deposits from their members and do on lending to the 

needy members for production purpose and also for subsistence and 

costumption needs. 

b. It takes loans from banks/voluntary agencies/. NGOs etc. to meet the needs 

ofthe member. 

c. The group itself or with the help ofNGO makes assessment of individual 

credit needs of its member and submit to the bank for sanction of 

collective loans in its name 

d. The NGO helps the SHGs in procuring raw materials and also m 

marketing of the produce. 

e. Finally, the SHG collectively ensures repayments ofbanks loans 

f. The entire loan amount disbursed to SHGs is refinance by NABARD to 

the financing bank. 11 
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Thus, it is clear that financing through SHGs will take care of.four important -

aspects ofviable business for RRB. 

1. The loan released to SHGs by bank is eligible for l 00 percent refinance 

from NABARD which can solve the problems of funds 

11. NABARD lends this funds at 6.5% interest to the financing bank which 

can be lend at 12% interest to SHG. Leaving a clear margin of 5.5 percent 

higher than our bank margin (table 5.2) 

m. The problems of supervision, monitoring of end use and recovery of dues 

can be solved. The NGOs or SHGs themselves monitor the loans and 

ensure repayments. 

IV. The financing through SHGs wil~ considerably reduce the transaction cost 

to the bank, (the emerging problems). 

SHGs- the overall progress 

Up to the date of report, 16 commercial Banks and 12 RRBs are involved in 

the linkage projects. The SHG. scheme was launched in Feb, l992.Till March 1996 

the state (W.B.) had 153 SHGs spreading over nine districts. However, UBKGB 

has not yet opened any such group except a few farmers' society in Jalpaiguri district, 

the performance of which are very satisfactory Right now, most of the SHGs in 

West Bengal have the track record of making an almost 100 percent repayment 12 •. 

Hence, it is suggested that our bank including other RRBs should come 

forward to form and finance SHGs for solving the growing problems of recovery; 

cost effectiveness and other related problems. 

Bankers. View: 54 percent of the respondents of the bar!k staff have expressed 

the views in farowr of linking of SHGs for financing to the rural poor (table 4.11 ). 
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Summary 

I. The recovery performance of UBKGB as well as RRBs at the state and 

national level were very unsatisfactory during the period under reference and it 

deteriorated steadily over the years. The percentage of recovery to demand of 

UBKGB decreased form 49.2 in Dec, 1984 to 27.3 in 1996 as against 38.0 and 32.9 

at the state and 50.1 and 50.98 at the national level. In comparison with the RRBs 

at the national level, the performance of which is improving in the recent years, 

UBKGB's performance was very unsatisfactory. 

2. The recovery of short-term agricultural loans was comparatively better than 

the term-loan for agriculture and allied activities for the bank. 

3. The better recovery performance of Jalpaiguri district was dure to its better 

socioeconomic condition and initiatives of the staff concern. 
A 

4. The over- dues in the aggregate grew at a faster rate than the disbursement 

of loan. The recovery to disburse ratio fell from 77.5 during 1984-90 to 50.3 during 

1991-96. Hence an early action is needed to overcome the shortage of fund for the 

growing needs of credit of the rural area. 

5. The bank (UBKGB) has lost its eligibility criteria for refinance facilities 

in general term from 1993 onwards due to the poor recovery performance in the 

recent years. The clogging of overdues had severely impaired the lending capacity 

ofthe bank table (3.1 & 3.2) as well as of others RRBs in the country, due to its 

inability to recycle the resources. 

6. The loan advances by the RRBs in the country as well as by UBKGB 

have a positive and direct bearing on the overdues both per branch and per loan 

account. That is overdue per branch and per account will increase with the increase 

ofadvances per branch and per account under the present situation as indicated by 

the positive regression coefficients of advances on overdues both per branch and 

per accounL This indicates poor business and inefficient management and decrease 

of repaying capacity of the borrowers for improper utilisation of loans which led to 

heavy losses to the bank. 
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7. The overdue size has not been influenced much by the respective size of -

land. level of income, educational status. caste. family size and the age of the 

borrowers. Comparatively, beneficiaries with higher educational status, lower 

income, upper caste group and the age group of 26-45 haiv paid less their dues than 

those of lower educational status, upper income, lower caste and the age group of 

18-25 and above 45 years. 

8. The impact of the size of the land, family size; level of income, educational 

o status, caste and the age of the borrowers defaulted/non defaulted was also found 

very negligible on their payment behaviour. 

9. Inadequate income generation due to supply of poor quality of assets and 

low productivity, failure of assets or scheme due to lack of support & assistance 

from te govt. agencies, unforeseen domestic problems due to extravagant social 

customs and tradition, ineffective supervision and follow-up visits and appraisal of 

loan proposal, selection of unsuitable and unviable scheme due to lack of 

infrastructural and marketing facilities, and lack of initiatives and interest of the 

govt. agencies and bank staff were the major reasons for poor recoveries of loan to 

which the majority of the respondents attributed their views. 

10. There has been a shift in the nature and incidence of overdues over times. 

The problems are becoming acute day by day as regards the misutilisation of loan. 

Defaults wilfully are increasing due to lack of legal steps, lack of initiatives and 

interest by the govt. agencies as well as on the part of the bank staff and on the 

expectation of relief of debt. 

11. The poor quality of lending as has been observed in the form of unsuitable 

loan mix (lending to retail trade and small business at a higher propertion than 

requirement), pressure from the govt. agencies for lending to unviable and unsuitable 

scheme, limited scope of appraisal. of loan proposal for drawing up of credit 

programme very hastly to rach the target, is also responsible for poor recovery 

performance. 
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12. Defaults involved heavy costs all round. It has been observed during field 

survey that as a defaulter, the borrower remain cut off from any access to fresh 

credit which intum affected his productive enterprise and in the generation of 

income. The lending capacity ofthe bank also affectd adversely due to its inability 

to receycle the resources, which in turn affected the gro\\th of credit and to raise 

more resources from higher financing agency and thus declined its profitability. The 

worst and most expensive aspect of overdue is that the agriculturists and other rural 

enterprises, still outside the preview of bank credit suffered on account of non

availability of adequate supply of credit, which sometime forced then to lend froin 
AA - -

non-credit institutions or money lender has been observed during the course of our 
I\. 

survey. 

13. Lending through self-help groups (SHGs) with the. support ofNon-govt. 

organisation (NGOs) have a positive bearing on the delivery and use of credit, 

recovery and on the lowering of the cost of transactions. Right now, most of the 

SHGs in west Bengal like that ofGB of Bangladesh have the track record of working 

on almost 100 percent repayment. Hence, it is imperative that our bank and other 

RRBs in the country would come forward for lending through SHGs for an effective 

credit delivery and use of credit and for better recovery of loans. 
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Table No. 4.1 

Recovery performance and overdue position 
Rs_ ln/.akh 

' 
Percentage of Recovery to Demand Percentage ofoverdues to demand 

Years UBKGB MGB GGB West rl/1 LBKGB _\1(;8 GGB ll'est _-11/ LBKGB 

Dec84 492 

Dec85 392 

Dec86 31.6 

Dec87- 31.0 

March 89 30.9 

March 90 28.0 

March 91 60.0 

March 92 182 

March 93 23.6 

March 94 30.0 

March 95 29.5 

March 96 27.3 

Average 31.7 

Bengal India Bengal India CY.•erdues 

Rs_ 

68.0 NA 38.0 50:1 50.8 32.0 62.0 49.9 376 

44.0 NA 44.4 48.4 60.8 56.0 55.6 51.6 657 

483 42.0 39.0 49.0 68.4 51.7 48.0 61.0" 51.0 876 

46.4-- 40.5 37.0 50.0 69.0 53.6 59.5 63.0 50.0 953 

493 42.0 39.8 48.6 69.1 50.7 48.0 602 51.4 1090 

33.5 69.0 37.1 33.5 72.0 66.5 31.0 68.9 66.5 1270 

35.4 63.9 53.8 452 40.0 64.6 36.1 462 54.8 ·1168 

33.9 253 282 40.9 81.8 66.1 74.7 71.8 59.1 1062 

30.0 27.8 273 412 76.4 70.1 722 72.7 58.8 1336 

30.1 302 303 462 70.0 69.1 69.8 69.6 53.8 1153 

30.0 302 33.5 51.0 70.5 70.0 69.8 I 66.5 49.0 2364 

33.0 30.9 33.9 50.9 72.7 67.0 69.1 66.1 49.1 2%1 

38.9 38.0 362 45.9 65.7 58.6 632 53.5 

Source : Computed from Annual Reports (DCB statement) & Statistics on RRBs. 
_Note: Recovery percentage of 1991 includes Debt relief received by the bank form the 
Govt. as per ARDRS- I 990. 
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Table No. 4.2 

)"ears 

Dec84 

Dec85 

Dec86 

Dec87 

March 89 

March 90 

March 91 

March 92 

March 93 

March 94 

March 95 

March 96 

Average 

1985-90 

93-96 

Purpose-wise recoverly position of the Bank (UBKGB) 
(percentage ofrcovery to Demand) 

Short term (SD Term Loan (TL) Overall Agri Non Agriculture Total ofAgri & 
Agricultural Loan for Agri. & Allied ST&TL Son..Jgri. 

Acitivities 

54.4 44.5 45.4 -16.7 

34.5 28.1 38.1 34.9 

30.5 21.1 343 303 

302 252 303 28.9 

25.4 213 10.8 27.6 25.7 

88.6 843 85.4 36.1 60.0 

39.1 32.7. NA 14.0 19.5 

24.0 20.7 21.8 122 162 

21.6 12.8 16.9 ~') ~ _, _ _, 27.8 

263 16.6 20.7 34~ ·-' 30.4 

28.6 15.6 20.7 243 273 

34.0 27.0 34.6 

25.0 162 \9.9 24.0 

Source : Computed from Annual Reports. 
Note: Recovery percentage of 1991 includes Debt relief received by the banking form the 

Govt. as per ARDRS- 1990. 

•,.r 
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Table No. 4.3 

District-wise Recovery Position of the bank 
Percentage of Recovery to Demand 

) c'Ur Coach Behar Jalpwguri Darft'.:lmg Bunk ro ru l 

Dec 8-1 56.8 47.1 -1-1.2 -19.2 

Dec 85 4 1.0 41.7 :H. I 39.2 

Dec86 30.0 41.0 25.0 32.0 

Dec 87 302 34.6 27.-1 31.0 

March 89 31.0 35.0 26.0 30.9 

March 90 27.0 31.0 2-1.0 28.0 

March 91 NA A NA 60.0 

March 92 202 19.1 1-1.0 18.2 

March 93 ?2.7 253 22.7 23.6 

larch 94 27.9 31.8 30.7 28.7. ; 

March 95 29.6 323 29.8 29.5 

March 96 26.7 31.0 22.3 27.3 
0 

Averade 

Durieng 

1985-90 34.8 38.0 29.4 

1992-96 252 27.4 25.1 

Source : Computed from Annual Reports. 
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Table No. 4.4 

Years 

84 

85 

86 

'if! 

89 

9) 

91 

92 

93 

'M 

95 

96 

Average 

during 

1984-90 

1991-% 

Recovery to Credit disburse Ratio 
(Account in tlrousand & Ammount in Rs. laklr.) 

Loan disbursed Recover Ratio 
No. of Account Amount Rs. Account Ammoum Rs. -~CCOllnl Amount 
in thousand lakh in thousand lakh 

31.5 711 9.4 364 29.8 51.2 

44.7 625 14.0 423 313 67.7 

31.8 491 34.9 406 109.7 82.7 

26.9 527 203 428 75.5 811 

23.5 .414 3.4 487 14.5 117.6 

33.5 622 27.1 495 80.9 79.6 

45.6 848 5.6 1666 p~ _ _, 18.4 

19.5 899 352 236 180.5 263 

213 691 41 444 19.7 643 

14.9 467 1.0 494 . 6.7. 105.8 

451 1245 28.8 991 63.7 69.6 

262 1792 763 1113 2911 62.1 

45.6 77.5 

41.9 50.3 

Source : Computed from data based on Annual Reports . 
Note: Recovery percentage of 1991 includes Debt relief received by the bank form the .. 

Govt. as per ARDRS- 1990. 
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Table No. 4.5 

Recovery and Refinance relationship 

Refinance /Borrowings from .\' .. l!J.-IRD. C/Jl. !DB! e1c·. Rl!co\·eries 

NABARD NABARD CBI CBI /DB! To~c;l Total .-1111111011111 ~.of 
l'ears , General Special General DR! General Rt>cover)' 

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

Dec84 431 188 181 22 2 &24 612 36-l 491 

Dec85 586 250 181 21 4 lo.t2 767 423 391 

Dec86 552 274 241 21 4 1092 793 -ID6 31.6 

0 
Dec 87 466 260 213 21 2 962 769 428 31.0 

March 89 337 294 237 21 890 754 487 30.9 

March 90 228 255 190 21 696 418 495 28.0 

March 91 191 323 174 19 707 365 !56 6.8 

March 92 5 503 97 19 630 102 236 182 

March 93 710 21 19 750 21 444 23.6 

March 94 ·825 16 . 841 49-l 30.0 

March 95 774 12 786 991 29.5 

March 96 886 51 937 1113 27.3 

Source : Computed from Annual Reposts 
Note: r= 0.58 (1984-92 data) between recovery and refinance in gerenal term. 

Recoveries of 1991 excluding ARDRS relief 
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Table No. 4.6 

Loan Amount & Overdue relationship 
.·lmmount Rs. In Lakh 

Accowu in Rs thousand 

UBKGB All India 
Advance Advance Overdue Cft·erdue Advance Advance On-rdue Overdue 

)'ears PerBr. Per Acct. PerBr. Per Acct. PerBr. Per Accr. Per Br. Per A eel. 

(X)Rs. (X) Rs. rr; Rs. (Y,J Rs. r.r; Rs. rX) Rs. (}" J Rs. (l') Rs. 
i 

bec84 172 1.6 4.53 0.72 10.6 1.9 2.49 \.53 

Dec85 21.8 1.7 6.57 1.04 11.2 2.0 2.77 1.56 

Dec86 21.1 1.8 8.76 1.22 13.9 22 3.42 1.52 

Dec87 24.3 1.9 9.43 124 16.7 2.4 426 1.43 

March 89 26.3 1.9 10.00 1.16 20.7 2.7 5.34 131 

March 90 29.8 2.1 11.44 123 24.6 3.0 6.49 1.67 

March 91 21.6 1.7 10.52 1.69 24.9 2.9 7.66 1.88 

March 92 242 1.8 9.56 1.76 28.1 33 9.04 223 

March 93 32.9 22 12.0 2.22 31.8 3.7 11.1 I 2.52 

March 94 39.1 2.3 10.38 125 36.1 42 12.72 2.91 

March 95 45.4 2.9 2129 2.68 43.4 5.0 14.61 2.92 

March 96 56.6 3.4 26.67 1.70 51.8 5.9 13.30 328 

Source : Computed from Annual Reports and & Statistics on RRBs. 

0 
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Table No.4. 7.1 ·-

Overdue Size its relationsip with operational holding 
Income, Family size, Educational Status, Caste, 

investment Size, Age · 

01·erdue Operarional Holding Lave/ of Income Family Size 
Sb! in upto .67-1.65 above Less than 600(}- abo,·e 1-3 - 8 <\ above .. -
% .66Acre Acre 1.65 Rs.6000 /000() 10000 

Upto 50 33 17 10 8 26 26 7 49 4 
(232) (28.8) . (263} (19.5) (23.6) (29.5) (20) (28) (13.8) 

51-75 Tl 28 -8 10 32 21 9 45 9 
(19.0) (47.5) (21.1) (24.4) (29.1) . (23.9) (25.7) (25.7) (31.0) 

76-100 82 14. 2D 23 52 41 19 81 16 
(57.7) (23.7) (52.6) (56.1) (473) (46.6) (543) (463) (55.0) 

Total 142 59 38 41 110 88 35 175 ~ 

(100) (100) (100) (100) (100) (100) (100) (100) (100) 

Overdue Education Status Caste lnvestmem Size 
Size in ll/iterate Primary Sec on- SC&S.T OBC& Upper uptoRs. 3001- above Rs. 
% dary& Muslim Hindu 3000 6000 6000 

above 

Upto50 21 28 II 40 10 10 15 20 25 
{31.8) (25.9) (16.9) (27.8) (192) (23.3) (23.8) (282) (23.8) 

51-75 10 30 23 35 16 12 19 15 ~ 

(152) (27.8) (35.4) (243) (30.8) (27.9) (302) (21.1) (27.6) 

76-100 35 50 31 (f) 26 21 29 36 51 
(53) (463) (47.7) (47.9) (50.0) (48.8) (46.0) (50.7) (48.6) 

Total 66 108 65 144 52 43 63 71 105 
(100) (100) (100) (100) (100) (100) (100) (100) (100) 

Overdue IB~6.J Age of Borrowers 
Size in 26-35 36-45 above -15 · 
% 

Upto 50 6 19 16 19 
(37.5) (24.1) (232) (253) 

51-75 2 24 15 ?7 

(12.5) (30.4) (21.7) (293) 

76-100 8 36 38 34 
(50.0) (45.6) (55.1) (453) 

Total 16 79 (f) 75 

0 (100) (100) (100) (100) 

Source : Field Survey Data 
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Table No. 4.7.2 

Distribution of Defaulter and Non-defaulter Brrowers 
with their respective size of Land, Fimily, Level of Income, 

Caste, Educational Status and Age. 

Horrowers Land Size FamilySi::e Income Level · 

Defaulters 

Non-

Defaulters 

Total 

Defaulters 

Non-

Defaulters 

Total 

up to .67-1.65 above 1-3 -1- ;- abo,·e - Less than 6000-
.66Acre 1.65 Rs.6000 /0000 

91 29 24 26 95 23 30 6:l 
(72,8) (592) (66.7) (86.7) (62.5) (82.1) (78.9) (68.1) 

34 20 12 4 57 5 8 30 
(272) (40.8) (333) (133) (37.5) (17.9) (21.1) (31.9) 

125 49 36. 30 152 28 38 94 
(100) (100) (100) (100) (100) . (100) (100) (100) 

Caste Educational Stutas Age 
SC&ST Upper Muslim Illiterate Primary Secondary 18-30 31--15 
OBC Hindu & above 

98 34 12 41 58 45 26 73 
(653) (723) (923) (70.7) (61.7) (77.6) (60.5) (723) 

52 13 1 17 36 13 17 28 
(34.7) (27.7) (7.7) (293) (383) (22.4) (39.5) (27.7) 

150 47 13 58 94 58 43 101 
(100) (100) . (100) (100) (100) (100) (100) (100) 

Source : Computed from field Survey data. 

Note: 1. Figures in Parentheses are percentage ·share to total borrowers 
of the respective groups 

2. Defaulters= Those who have paid 0%-50% of their dues 

Non-Defaulters= Those who have paid 51 %-I 00% of their dues. 

abm·e 
/0000 

50 
(64.1) 

28 
(35.9) 

78 
(100) 

above -15 

45 
(682) 

21 
(31.8) 

66 
(100) 



Source : Field survey 
Note : Figures in brackets are percentage ofdefaulters to total defaulters of the respective 

District. 
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Table No. 4.9 

Causes of Poor recovery of loans Bankers' view 

Sf. Causes of poor recovery Frequency of priorities Total Percenrage 
No 1st 2nd Jrd -lth Score to total 

Score 

I. Selection of unsuitable and unviable scheme 8 6 :?. . I 55 16.5 

:?.. Political interference and change ofGovt. 10 3 5 Sol 16.:?. 

3. Lack ofinitiative & interest of the govt. 
ageneies. 3 7 5 4 47. 14.1 

4. Absence of proper infraStracture & marketing 
facility 7 6 6 43 12.9 

5.' Inadequate Laws to take apropriate steps 5 4 5 36 10.8 

6. Inadequate pre-sanction serutiny & appraisa.tof 
loan proposal 3 4 3 8.7 

7. 
~ 

Wilfully defaults for liberal govt. atitude & 
expectation of debt reliet. 2 3 4 2 Tl 8.1 

8. Lack ofinitiative ofthe bank stafand lack of 
positive relationship with the borrower 0 2 2 8 18 5.4 

9. Inadequate supervisions and follow-up 3 12 3.6 

10. Mis-utilisation of Fund 2 6 1.8 

II. Division of Fund 4 1.2 
"-

12. Poor quality of Assets I 3 0.9 

Total 334 100 

Source : Interview with the bank staff 

Note: Score given to various Priorites : Four to I st, Three to 2nd: two to 3rd and One to 4th 

0 
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Table No. 4.10 
Quality of lending (Response of the bankers) 

(jue.\1/0ns Total Responses Percentuge 
Respondent infm·our in fm·our 

I. Direct or Indirect pressure for lending on 
unsuitable/non viable scheme ~ -n 65 

") Nature of pressure: 

a. Regular .34 8 24 

b. Occassional .34 14 41 65 

3. Scope of rejection of Loan application by the bank : 

a. very good scope to reject .34 3 

b. No. Scope to reject. .34 3 

c. Negligible scope to reject .34 32 l)t 100 

4. Causes of rejection 

a. Technical grounds .34 3) 59 

b. Suitability and viability grou\'db .34 8 23 

c. Past records ~ 6 18 100 

Source : Interview results 

Table No. 4.11 
Bankers View as the method of lending for better recovery 

Suggestion/Views 

Full reedom in the selection ofbeneficiries 
1\. 

Fu II freedom in the selection of scheme 

Linking of se lf Help groups with the bank 

Introduction of margin money 

Total 

Source : Field survey 

Total 
score 
obtained 

?} 

26 

19 

2 

76 

Percentage 
to total 
Re:,ponsdents 

83 

74 

54 

6 

Percenrage 
to total 
score 

382 

342 

25.0 

2.6 

100 
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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 



107 

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 
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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. 
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Performance of the Sample Branches. 

Introduction 

Branches constitute the basic operational units where business gets 

transacted. The overall performance of the bank therefore, depends largely on the 

performance of its branches. 

The performance of a branch depends upon the nature of economic 

activity,availability of infrastructural and marketing facility, socio-economic 

· condition,scope of non-fund based business in that area where a branch operates. 

The efficiency of the staff of the branch and its age are also important factor. This 

demands the classification· of the branches into many homogeneous groups to judge 

their performance, fmancial or otherwise. However, the classification into exact 

homogeneous group is not possible due to different socio-economic and other 

conditions prevailed in different areas. 

Methodology 

The problems and the business volume of the branches varied widely due to 

their different area of operation with different socio-economic condition. Thus, the 

drawing of the Sample at simple random basis will not serve our basic objective of 

studying their nature of problems ans prospect. Hence, for the purpose of our study 

stratified sampling method has been adopted. With this end in view the branches 

are grouped into three different categories considering their location and volume of 

business (deposits and credit). Then samples are drawn from each group to include 

each type ofbranch in the Sample. These groups are :·urban, serrii-urban and remote 

rural or simply rural branches. 
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The urban branches : The branches are defined as urban if located in'

MunicipaVCorporation area and if there volume of business are more than Rs. 70 

Lakh as on Dec. 1986. 

Semi-urban branches : The branches ar:e termed as semi-urban if located 

in small town of different categories outside minicipal area with business volume 

of less than Rs. 70 Lakh as on Dec. 1986. 

Remote Rural Branches : A Branch is considered as remote rural or simply · 

rural if its business volume is less than Rs. 5 Lakh in the intial year of our study or 

on the date of its opening. In this list branches opened after 1986 also included to 

see its trend in comparision with others opened before 1986. 

The branches selected are three from each group plus two additional branch 

from the list of semi-urban branches to give their due weightage. Thus, total sample 

taken are 11 out ofthe Ill branches of the bank. The Sample branches are : 

URBAN- Coochbehar, Hakimpara and Alipurduar. These branches were 

established during 1980-81 and are located at the centre of district Coochbehar. sub- · 

division Siliguri and Alipurduar of Darjeeling and Jalpaiguri district respectively, 

where the branches of Commercial Banks are operating. 

SEMI-URBAN - Nishiganj and Baburhar (Nil)of Coochbehar district, 

Atharakhai and ,Dr. Graham's home of Darjeeling district and Salsalabari of 

Jalpaiguri district. These branches were established during 1980-84 except Nishiganj 

which was established in 1977 and one ofthe two oldest branch of the bank. 

RURAL - Paharpur and totopara are within the jurisdiction of Jalpaigud 

district and Thaneswarhat of Coochbehar district. First two were established during 

1984-85 while the third one was in 1988. Among the branches Totopara is remotest 

one to serve the Totos, the world rare caste, total number of whose is only 708 ( 1981 

census). 

This section examines the performance of the selected branches in the area 

of deposits, credit, recovery and financial taking into account some qualitative 

aspects as well those based on the field survey data of the said sample of eleven 
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branches of the bank. The analysis covers the period 1986-96, after allowing the 

average minimum time for reaching the level of full scale operation. 

The first section of this chapter examines the gro\\lh of deposits,credit and 

recovery performance. While in the second section the financial performance ofthe 

branches are analysed with the help of productivity and profitability ratios. 

SECTION- 1 

(A) Growth of Deposits: A Comparative assessment. 

Urban branches :Table 6.1.1 indicates that the growth rate varied between 

the branches. The growth was 2.5 to 3 times for two branches as against 6 times for 

the other maintaining an average of 3.8 times during the course of our study 1986-

96. The average deposit ofthese branches was recorded at Rs 106 lakh with S.D of 

Rs 55.7lakh during 1986-91 and it increased toRs 212.9 lakh with S.D ofRs 115.7 

lakh during 1992-96. 

Semi-urban branches : There has been a wide yariation in the growth and 

volume of deposits ofthese branches.The growth rate varied from 5.7 to 21.9 times. 

Nishiganj branch,has a growth rate of about 22 times, the highest among the 

branches. The rate ofDr.Graham's branch was also very high. It jumped from about 

9.7 times in 1995 to 21.9 times in 1996 due to its re-location in a town area in that 

year. The other three branches recorded an average growth of 7.4 times during whole 

period of study. 

The average deposit of these branches was much lower than the average of 

urban branches.During 1986-91 the average deposit was Rs 29.3 lakh with S.D of 

Rs 15 lakh as against the average of Rs 90 lakh with S.D of Rs 45 lakh during 

1992-96. 
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Rural branches: The deposits of these branches were very minimum. During-

1986-91 the average deposit was Rs 6 lakh with S.D of Rs 2.1 lakh and increased 

to Rs 24 .2lakh with S.D ofRs 16.9lakh during 1992-96. The re-location ofpaharpur 

branch in a near by development centre has increased its gro\\th rate to 25.4 times 

as against average growth rate of7.9 times for the other two branches. 

It has therefore been observed that though the volume of deposits of the urban 

branches was much higher,the growth rate was much lower than other branches and 

also from the bank average. 

Composition of Deposits 

In the composition of deposits as depicted by the table 6.1.2. the share of 

saving deposit ofthe urban branches was recorded at 47.4 percent with S.D of I 5.5% 

with a downward trend. The share ofterm deposit was 21.5 percent (S.D of9.95%) 

with an upward trend. 

The percentage share of the saving deposits on the otherhand, of th four 

semi-urban branches was 44.3 with S.D of 13 .96 recording also a downward trend 

except for Graham' s branch which showed an upwei!d trend.The share of term 

deposit for the same four branches was 26.1% (S.D of 11%) recording a mixed trend. 

The saving deposit of the rural branches showed a persistently dominant , 

the share of which was 67.2% with S.D of6.8% recording a down ward trend. While 

the share ofterm deposit was 29.6% (with S.D of6.5%) recording an upward trend. 

The K.S.P deposit of the bank (term) was a very popular and accounted for 

2 1.5% of the deposits of urban and 17 .3 %of semi-urban branches showed a 

downward trend due to lack of interest and fixation of upper limit of the number of 

account by the bank on ground of increasing workload and at the instance of some 

fraud case by the collecting agents. 

The share of current & call deposit was about 4% for the urban branches 

and it was less than one percent for all other branches . 
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B. Growth of Cr~dit 

It appears from the table 6.2 that the credit ofthe urban branches is increased 

by 2-3 times lower than bank average of 4 times.The average credit for these 

branches increased from Rs. 45 lakh with S.D of Rs 9.3 lakh during 1986-91 to Rs. 

71.3 lakh with S.D ofRs. 26.6 lakh during 1992-96. 

The growth rate ofthe 4 semi-urban branches was.2.4 to 3.7 times, little more 

than the urban branches but also lower than the bank average. The average credit 

of the semi-urban branches during 1986-91 was 33.6 fakh with a wide variation 

'(S.D 21.9 lakh) and increased toRs 61.3 lakh with S.D ofRs 34.0 lakh during 1992-

96. 

The growth of another semi-urban branch and 2 rural branches was varying 

between 4.8 to 8.2 times and it was as high as 39.5 times for another rural 

branch(Thaneswarhat). The growth of credit during 1991-92 was negative for most 

ofthe branches due to Agricultural & Rural Debt Relief Scheme (ARDRS) of 1990. 

The average credit of the rural branches was Rs. 5.2 lakh and increased to Rs.20.5 

lakh with a variation ofRs 12.8 lakh. 

Thus, it appears that the credit deployed by the most of the urban and semi

urban branches during the recent period were very negligible and far behind the 

expectation. The growth rate of the rural branches however was much better in 

comparison with other branches and from the bank average. 

C. Credit Deposit Ratio (C/D ratio) 

The table 6.2 also reveals that the C/D ratio of the urban branches continued 

to decline during the period under reference. The ratio deceased from average 65 

in 1986 to 34 in 1996 with a wide variation and was much lower than the bank 

average of 159-57 during the same period. This ratio of the three semi-urban 

branches decreased from 143 to 43 and was similar to bank average.For the other 

two semi-urban branches the ratio decreased from average 248 to 105 more than 

the bank average. The ratio of the two rural branches decreased from 1 73 to 65 



o 

139 

w·hereas, it increased from 43 m march 1989 to 200 in march 1996 for·

(Thaneswarhat). 

Thus there has been a sharp fall of the C!D ratio of all the sample branches 

except the thaneswarhat branch. But the fall in the ratio was much higher for the 

urban branches than those of the semi-urban and rural branches. 

D. Recovery Performance 

The real recovery performance (i.e. recovery trom lending activities /other 

than recovery from House Building loan (HBL) to staff and demand loan against 

term deposit (DL TD) which are recovered by way of deduction from the salary of 

the staff concern or from the respective account of the deposit holders) is presented 

in table 6.3. It has been clear while collecting data from the branches that of the 

total recovery a good percentage is recovered from HBL to staff and DL TO and 

included with the recovery ·performance. 

It can be seen from the table 6.3 that the average percentage of recovery to 

demand from lending activities of the urban branches decreased from 17.7 (with 

S.D of 4) during 1986-91 to 6.4 (with S.D 5.2) during 1992-96. The recovery of 

the two urban branches was just 3.4 percent. 

The recovery percentage of the semi-urban branches on the otherhand, 

decreased from average 15 (with S.D of 9.2) to 12.6 (with S.D of 8.2). The 

percentage ofthe two semi-urban branches was 7.4 and 5.1 during the same period. 

It also appears from the table that the performance of the some rural branches 

in the recoveries of dues was comparatively better than those of the urban and semi

urban branches. Thaneswarhat branch which was established in 1988 showed highest 

recovery performance. The average recovery performance of which during 1992-

96 was 54 percent as against 95 percent during the· initial years of its establishment. 

The average recovery of the other two branches was 26 (with S .D of 13) and 15.7 

percent (with S.D of 2.3) during the same period. The percentage of recoveries 
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however, are slightly better if recoveries from HBL & DL TO are included in it as '

appears from the table. 

Thus, it is observed that there has been a wide variation in the recovery 

performance of the branches. The performance of the urban branches was the worst 

followed by the semi-urban branches. The better performance of some rural branches 

was mainly due to the initiatives and interest of the concern branch staff and 

panchayat member. It can therefore be inferred that there is scope to improve the 

performance even in the present scenario by taking appropriate initiatives and 

. interest by the member of the panchayat and the bank staff as has been the case for 

one rural branch. The huge non-performing advance.s of the branches, which is 

increasing every year, have been an important contributor to the loss or poor 

profitability position of the branches. 

Section- II 

Financial Performance of the sample branches 

A. Productivity and Profitability Ratios 

Productivity and profitability ratios of the sample branches are presented in 

table 6.4. 

Business per staff. 

There has been a wide variation in the volume of business per staff of the 

sample branches. The urban branches recorded an average business per staff of 

Rs.19.8 lakh varying from Rs. 16.4 lakh to Rs. 26.1 lakh during 1986-91 (S.D of 

Rs. 5.4 lakh) as against Rs 29 lakh varying from Rs.24.6 to Rs 3 7.4 lakh during 

1992-96 (S.D Rs. 7.22 lakh). 

The average business per staff of the three semi-urban branches was recorded 

at Rs. 13.7 lakh varying from Rs. 12.2 toRs 14.8 lakh as against Rs. 6.8 lakh for 
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another two branches during 1986-91. (Average of all Rs 10.9 with S.D Rs 4.3"~ 

Iakh.)During 1992-96 the average business of the same three branches was reached 

to Rs. 27.3 lakh and Rs. 16.4 lakh for the other two branches. The average of all 

was Rs.22.9 lakh with S.D of Rs 6.4 lakh. The average business per staff of the 

two rural branches was recorded at Rs. 4.0 lakh and Rs 14.7 lakh during the same 

period. The business of one of the most remote branch was recorded at Rs 2.6 and 

6.0 1akh only. The average business of all rural branches together was Rs 3.5 lakh 

with S.D ofRs 0.83 lakh during 1986-91 and increased toRs 11.8lakh during 1992-

96 with S.D ofRs 5.2 lakh. 

Advance per staff 

The average advance per staff of urban branches during 1986-91 was about · 

Rs. 6 lakh as against Rs. 5.6 lakh for semi-urban and Rs. 2 lakh for the remote and 

rural branches. During 1992-96 the average advances increased to Rs. 7.5 lakh for 

the urban branches and Rs. 9.4 lakh and 5.4 lakh respectively for semi-urban and 

rural branches, with a wide variation. 

Deposit per staff 

The average deposit per staff on tl:le otherh~d, of the urban, semi-urban and . 

rural branches during 1986-91 were recorded at Rs 13.8 lakh, Rs 5.4 lakh and Rs. 

1.1 Lakh respectively as against Rs. 21.6 lakh, Rs. 13.6 lakh and Rs 6.4 lakh 

respectively for the branches during 1992-96. This variation was mainly due to the 

locational advantages of the urban and semi-urban branches for better economic 

activities than rural branches and initiative and interest of the branch staff concern. 

Thus, it appears that the higher average business per .staff of the urban · 

branches was mainly due to higher average deposit per staff for better scope of 

raising such deposit than those of the semi-urban and rural branches. 
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B. Profitability Ratios 

Income and Expenditure per staff 

During 1986-91 the average income per staff of the urban branches was Rs. 

1.5 lakh varying from Rs. 1.1 lakh toRs. 2.0 lakh as against expenditure of Rs 1.0 

lakh varying from Rs 0.86 lakh to Rs. 1.3 lakh. The average income per staff during 

1992-96 increased toRs. 2.15 lakh (varying from Rs. 1.7 to 2.5 lakh) as against 

expenditure of Rs. 1.91 lakh with a variation from Rs. 1._8 to 2.0 lakh. 

Thus, the urban branches on an average were profitable mainly due to larger 

volume of deposits and comparatively higher non-fund based income in the form 

of commission and exchange. 

For the semi-urban branches the average income per staff was Rs. 0.77 lakh 

as against the expenditure of Rs. 0.75 lakh during 1986-9L Thus, on an average 

these branches were also earning marginal profits during these perio~. During 1992-

96 the average income of Rs. 1.51 lakh was lower than the expenditure of Rs. 1 :68 

lakh. This unfavourable operating results was mainly due to higher growth of salary 

& allowances and other establishment expenditure than the volume of business 

during these period. 

The average income per staff of rural branches on the otherhand was recorded 

at Rs. 0.21 lakh as against expenditure of Rs. 0.39 lakh during 1986-91. This 

unfavourable performance was caused by lower volume of business per staff and 

very limited scope of non-fund based income due to locational disadvantages. During 

the recent years i 992-96 the situation become worst for these branches due to hike 

in salary & allowances and other establishment expenditure when the business 

volume w·as not increased in the same proportion. As a result the average income 

of Rs. 0. 72 lakh per staff was quiet insufficient to cover the cost of Rs .. 1.12 lakh. 

The limited scope of raising deposits and other non-interest income was found to 

o be the main cause of this worst performance. However, there is scope to increase 

the volume of business (deposits) by relocation of some rural branches in a nearby 

development centre and with the positive initiative of the staff concern. 
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Salary per staff 

The average salary per staff of the urban and semi-urban branches during 

1986-91 was recorded at Rs. 0.23 lakh as against Rs. 0.20 lakh for rural branches. 

During 1992-96 the amount increased toRs. 0.60 lakh and Rs. 0.55 lakh respectively 

for these branches. The higher salary per staff of the urban and semi-urban branch 

\Vere due to composition of staff i.e. higher number of officer and senior staff in 

these branches than those of the rural branches. Another reason is that there is more 

. concentration of staff in the urban & semi urban areas for better civic advantages. 

This thereby implies ineffective manpower planing and deployment of staff for better 

· financial performance. 

C. Trend of Income and Expenditure 

Interest cost on deposits and borrowings .and salaries and allowances. 

Urban branches 

It can be seen from the table 6.5 that the average interest cost on Deposits 

and borrowings of the urban branches during 1986-91 was 60.8 percent varying 

between 51 to 72 percent of the total expenditure (S.D. 10.7%) and decreased to 

54.7 percent varying between 49 to 61 percent (S.D 5.6%) during 1992-96. The 

main reason for this decrease was lesser use of borrowing funds and resultant cost 

on it. Whereas, the salaries & allowances which was 22.8 percent of the total 

expenditure varying from Rs. 18.6 to 26.4 percent (S.D. 3.9%) increased to 31.6 

percent during the same period (S.D. 4.1 %). 

Semi-urban branches 

The average interest cost as percentage to total expenditure of these branches 

during 1986-91 decreased from 59.4 percent to 52.3 percent during 1992-96 with a 

wide variation. Thus, the similar trend is found for these branches also. The average 
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salaries on the otherhand, increased from 29.1 percent to 37.8 percent during the ~:.. 

same period. 

Rural branches 

The interest cost for these branches were recorded at 32.6 percent during 

1986-91 and it increased to 40.8 percent during 1992-96. This implies that these 

branches met their additional fund requirements by raising deposit and borrowing 

from head office hence, the increase of the cost. The salaries for these branches 

increased marginally from 50.3 percent to 51.4 percent with a wide variation during 

the same period. 

Other establishment expenses : This expenses for the urban Branches was 

16.4 percent of the total expenditure as against 11.5 percent and 1 7.1 percent 

respectively for semi-urban and rural branches with a wide variation during 1986-

91 . During the years 1992-96 the average share of this expenditure was 13.6 percent 

9.9 percent and 7.8 percent respectively for the urban, semi-urban and rural branches 

with a variation. 

Thus it becomes clear that for all the branches this expenses decreased in 

the recent years but the rural branches were in better position in the control of these 

expenditure. 

Interest income from Deposits wit H.O. and other banks. 

It is also seen from the table 6.5 that the interest income from deposits i.e. 

other than lending activities increased for all the urban and semi-urban branches. 

Whereas, it decreased for the rural branches marginally. When the interest income 

from advances decreased for almost all the urban and semi-urban branches as against 

a marginal increased of the rural branches. 

For the urban branches the average interest income on deposits form other 

banks during 1986-91 was .3 8 percent of the total income and it increased to as high 

as 56.3 percent duririg 1992-96. The share ofthis income were 10.9 and 26.1 percent 

and 30.3 and 26.8 percent respectively for semi-urban and rural branches. 
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Interest income on Advances 

The average interest income on advances during 1986-91 respectively for 

the urban, Semi-urban and rural branches were 53.9, 82.4 and 68.2 percent of the 

total income and reached to 33.0, 65.3 and 71.1 percent during 1992-96. Thus, other 

than rural branches this income decreases for all the branches. 

Non-interest income (c~mmission, exchange etc.) 

The Average non-interest income for the urban and semi-urban branches was 

. less than 9 percent of the total income with a wide variation. This income for the 

rural branches were very negligible (less than 2 percent) due to locational 

disadvantages. 

It has therefore been observed from the analysis that the interest cost on 

deposit and borrowing decreased gradually for all the urban and semi-urban branches 

due to increase share of salary and allowances. Whereas, for the rural branches the 

interest cost increased. This clearly indicates that the performance of the rural 

branches in comparison with other in raising and deployment of funds was better. 

Among the branches, performance of the urban branches, were worst (table 6.1 ). 

The salary & allowances cost on the otherhand, increased at a constant rate 

for all the branches. However, the growth rate of it ofthe urban branches of 38.6 

percent during the period 1992-96 over the precedingoperiod 1986-91 was much 

higher than the growth rate of6.2 percent for the semi-urban and 2.2 percent ofthe 

rural branches. This also indicates that the growth of business (deposit & advance) 

of the urban and semi-urban, branches were far behind the growth of salary 

&allowances and it was worst for the urban branches. 

The other establishment expenses though decreased in the recent years .for 

all the branches, the rate of decrease of the rural branches of 60.7 percent during 

1992-96 over the preceding 1986-91 was above the rate of 17 and 14 percent 

respectively of urban and semi-urban branches. This indicates that the rural branches 

were in a better position in the control of this expenditure. 

The decrease of interest income from advances as against increase of income 
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from deposit from other bank of the urban and semi-urban branches also indicates'

. that the performance of these branches in the deployment of credit were far behind 

the expectation and also indicates that they prefer in keeping the funds with head 

office or other bank for earning interest income withotJt any risk and effort. 

The urban branches even could not utilised the recent scope in the earning 

of non-fund based income by way of commission and exchange. 

D. Factors of viability-some field observations 

A survey of the sample branches revealed a virtual absence of profit planning 

before the adoption ofDAP (development action plan)during 1994-95. Until recently, 

the recovery planning was also absence for the branches. The primary responsibility 

for such planning rests with the head office where a conspicuous dearth of 

professionalisation and management in a true functional sense was observed. Most 

of the branches had their profits or losses as residual elements of their financial 

performance. 

At the branch level, an operational flexibility to achieve better profitability 

' is restricted. The credit port-folios of the branches is significantly determined by 

the sectoral profile and occupational distribution of their area of operation. Within 

the limitation, however, whatever flexibility was available could not be utilised by 

the branches to enhance profitability. Branches' credit port-folios remain 

concentrated in the traditional activities providing low and sticky rate of return 

which in the face of rising cost of deposits and transaction costs pushed the branches 

to and below their break-even levels. 

The recent policy guidelines offering more operational flexibility for lending 

to non-target and non-priority sector at a higher rate interest also could not be utilised 

· by most of the branches due to lack of professional skill and initiative and interest 

of the branch staff concerned and also due to risk of non-recovery as has been 

indicated by the branch managers. 
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The quantum of credit flow is the predominant. determinant of revenue and ··

protitability. In the initial years, high credit-deposit ratio particularly for the rural 

and semi-urban branches in the face of high credit concentration led to the heavy 

growth of overdue credit and in tum affected the growth of credit in the subsequent 

years. Hence, the interest income on advances as percentage, to total income 

decreased for all the urban and semi-urban branches. 

The growing problem of recovery poor quality of credit, ineffective 

management planning and control system (discussed in separate chapter VII) lower 

margin, lower productivity of staff and increasing estaolishment cost have led to 

the poor performance of the branches. 

The financial performance analysis brings to fore the conclusion that attempt 

should be made to ensure viability to increase the margin of interest by better 

management of funds, increase of staff productivity; better recovery, control of 

~stablishment cost by prudent and efficient planning and management of their 

operation.So that the margin afforded by the monetary policy is not offset by 

available increases of costs. 

Summary 

The foregoing analysis has brought to focus on the following conclusions. 

1) The growth rate of deposit of the urban branches (average 3. 8 times) were 

far behind the growth of semi-urban (11.6 times) and rural branches (13.8 times)and 

also from the bank average of 12.2 times during the course of our study. 

2) In the composition of deposits, percentage shar:e of saving deposits 

decreased for all the branches as against increase of term deposit. The saving deposit 

of the rural branches showed a persistently domip.ant, share of which was 67.2% 

varying between 51-89 percent as against 24-58 percent (average 44.3%) for semi

urban and average 47.4% for the urban branches. The share of term deposit on the 

otherhand,respectively for the rural, semi-urban and urban branches were 

29.6%,26.1% and 21.5% (average). 
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3) There has been a wide variation in the volume of deposits of the branches. '-'

The average deposit of the urban branches were the highest, Rs. 190 lakh. as against 

Rs 74 lakh and Rs. 22lakh respectively for the semi-urban and rural branches. The 

better performances of urban and semi-urban branches were mainly due to locational 

advantages in these areas with better economic activities. 

4) The credit deployment of the urban and semi-urban branches in the recent 

years were very negligible and far behind the expectatiqn. The growth of credit of 

seven urban and semi-urban branches were recorded only 2 to 3. 7 times as against 

5 to 8 times of the two rural and one semi-urban branches. One of the sample rural 

branches recorded a growth of 39.5 time during the period of its operation 

(Thaneswarhat branch). 

5) There has been a sharp fall in the C/D ratio of the branches except one 

rural branch (Thaneswarhat) which has maintained an upward trend in this ratio. 

This fall in the ratio for urban branches, was from average 65 to 34 as against a fall 

from 170 to 69 for the semi-urban and rural branches. 

6) The urban branches should worst performance in the recovery of their dues 

follower by semi-urban and rural branches. The better performance of the rural 

branches in the recoveries of their dues was due to the initiative and interest of the 

staff concern and the support from the panchayat member. The average recovery 

. of the urban branches decreased from 17.7 percent of the demand (excluding 

HBL,SL & DL TD) during 1986-91 to 6.4 percent during 1992-96 as against 15 

percent to 12.6 percent of the semiurban with a wide- variation and 26 percent to 

15.7 percent for the two rural branches. Whereas, ~e recovery of the Thaneswarhat 

branch decreased from average 95 to 54 percent during its period of operation. Thus, 

the huge non-performing advances which was in increasing trend have been the 

. important contributor to the loss of branches. 

0 7) A wide variation in the volume of business per staff of the sample branches 

·has also been observed. The average business per staff during 1986-91 was Rs.l9.8 

lakh for the urban branches as against Rs. 10.9 lakh for semi-urban and Rs. 3.5 
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lakh for rural branches. During 1992-96 the average business were Rs.29 lakh, Rs.';. 

22.9 lakh and Rs 11.8 lakh respectively for the urban, semi-urban and rural branches. 
I 

This higher average per staff of the urban branches were mainly due to higher 

average deposits per staff for better scope for these branches. The very small amount 

of business per staff of some remote rural branches ( T otopare & other, where the 

business is Rs less than 5 lakh) demand their relocation in a comparatively better 

development areas. 

8) The urban branches on an average were profitable mainly due to larger 
. %""" 

· volume of deposit and resultant~erest income from such deposit. Thus, the 

average income per staff of Rs 2 lakh was higher than average expenditure of Rs 

I .5 lakh for these branches. The average expenditure per staff for most of the semi

urban and rural branches during 1992-96 on the otherhand, was much higher than 

the income. The unfavourable operating results of these branches during these period 

were mainly due to higher growth of salary & allowances and other establishment 

expenditure than the growth of business during these period and very negligible 

proportion of non-fund based income. 

For the semi-urban branches the average expenditure of Rs 1.21 lakh was 

marginally higher than income of Rs 1.14 lakh. Whereas, for rural branches the 

expenditure per staffwas much higher Rs. 0.76 lakh than income ofRs. 0.47 lakh. 

9) The growth rate of salary &allowances cost ofthe urban branches of38.6 

percent during 1992-96 over the preceding period 1986-91 was much higher than · 

the growth rate of 29.9 percent for the semi-urban and 2.2 percent of the rural 

branches (expressed as percentage to total expe~diture table 6.5). This indicates 

concentration of staff in the urban branches and implies ineffective manpower 

planning and their deployment.The average growth rate of business per staff of the 

urban branches on the otherhand, was much lower ( 4 7 percent) than the growth rate 

of 110 percent for the semi-urban and 23 7 percent fro the rural branches during the 

above mentioned period. This also indicates lack of initiative of the staff of the urban 

branches in raising the volume of business. 
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I 0) The interest cost on deposit and borrowing decreased gradually for· aft 

the urban & semi-urban branches, whereas, it increased for the rural branches. For 

the urban and semi-urban branches it decreased from average 60.1 percent of the 

total expenditure during 1986-91 to 53.5 percent during 1992-96. For the rural 

branches it increased from 32.6 to 40.8 percent. Thus, the rural branches were in 

better position in the raising and deployment of credit. 

11) The interest income from deposits with other bank i.e. other than lending 

activities increased for all the urban and semi-urban branches. Whereas, it decreased 

marginally for the rural branches in the recent years. Thus, the interest income from 

lending activities decreased at a constant rate for the urban and semi-urban branches 

as against a marginal increase of the rural branches. This also proves the better 

. performance of the rural branches in deployment of credit. 

12. The absence of Profit and recovery planrting until recently; Lack of 

professional skill ofthe branch staff for lending to non-priority and non-target group 

at a higher rate of interest, lower productivity, mounting overdues, lack of sufficient 

interest & initiative of the staff, heavy growth of salary & allowances, very limited 

scope of earning non-interest income and inefficient management have led to the 

. poor performance of the branches. 
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Table No. 6.1.1 

Growth of Deposits (Index No.) of the selected Branches 

Dec86 

·Dec 87 

March 89 

March 90 

March 91 

March 92 

March 93 

. March 94 

March 95 

March 96 

Average 

86-91 

92-96 

Total of 

Coach Behar(l980) 
Deposits Index No 
Rs. 

167.4 100 

1382 82.5 

1983 118.5 

182.0 108.7 

164.6 983 

242.0 144.5 

?27.6 136.0 

400.9 244.8 

419.7 250.7 

414.1 247.4 

170.0 

342.6" 

Urban branches 

(Average) 

86-91 106.0 
(S.D) (55.7) 

92-96 212.9 
(S.D.) (115.7) 

Hakimpara(l980) 
Deposits Index No 
Rs. 

426 

57.5 

792 

98.5 

1'19.9 

117.7 

129.5 

168.3 

202.9 

261.8 

79.5 

176.0 

100 

135 

186 

231. 

281 

276 

304 

395 

476 

614 

A /ipurduar(/981 J 

Deposits Index .Vo 
Rs. 

40.0 100 

532 133 

702 176 

84.0 210 

94.6 237 

91.0 "YJ8 

102.1 255 

128.4 321 

125.0 312 

155.2 313 

68.4 

1203 

Rs. in lakh 

Sishiganj11877; 
Deposits Index No. 
Rs. 

12A 100 

17.6 142 

26.9 217 

39.8 321 

47.9 386 

59.6 480 

75.3 (:1)7 

105.1 848 

120.5 9T2 

271.1 2186 

28.9 

1263 
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Table No. 6.1.1 (Contd.) 

Growth of Deposits (Index No.) of the selected Branches 

0 Rs. in /akh 

Atharkhai .Br. ( 1980) Salsalabari( 1983) Baburhatni/( 1981) Dr. graham's(/877) 
Deposits Index No Deposits Index No Deposirs Inde.r: No Deposits Index No 
Rs. Rs. Rs. Rs. 

Dec86 26.9 100 14.1 100 15.7 100 3.9 100 

Dec87 33.1 1.23 18.0 128 29.8 190 4.8 123 

March89 433 161 26.0 184 40.4 257 53 136 

March 90 55.1 205 39.1 m 47.0 m 6.6 169 

March 91 65.7 244 43.8 311 613 397 6.9 177 

March 92 833 309 423 300 727 463 9.4 241 

. March93 105.1 390 44.7 317 94.7 &B 12.9 330 

March94 1232 458 55.8 396 110.9 706 ,~ 

--> 572 

March 95 146.6 545 626. 444 1215 774 342 877 

March96 177.1 658 79.6 565 157.8 1005 59.9 1536 

Average 

86-91 44.8 282 39.0 5.5 
' 

92-% 127.0 57.0 1115 27.7 

Total of Semi-urban 

branches 

(Average) 

86-91 293 
(S.D) (15.0) . 

92-% 90 
(S.D) (45) 
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Table No. 6.1.1 (Contd.) 

Growth of Deposits (Index No.) of the selected Branches 

Dec86 

Dec87 

March 89 

March90 

March 91 

March 92 

March93 

March 94 

March 95 

March 96 

Average 

86-91 

92-96 

Total ofRural 

branches 

(Average) 

86-91 
(S.D) 

92-96 
(S.D) 

Totopara Br.(J984) 
Deposits Index No 
Rs. 

21 100 

25 ll9 

3.5 167 

62 295 

6.0 286 

8.7 414 

7.7 367 

7.9 376 

120 571 

15.4 733 

4.0 

103 

6.0 
(2.1) 

242 
(16.9) 

Paharpur(/985) 
Deposits Index No 
Rs. 

NA NA 

NA NA 

28 100 

6.4 129 

8.4 300 

17.8 636 

25.8 921 

44.8 • 1600 

553 1975 

712 2543 

5.9 

43.0 

Thaneswarhat( 1 988) 
Deposits lnde.1: No 
Rs. 

3.5 100 

8.1 231 

13.0 371 

133 380 

13.9 397 

16.9 483 

225 643 

29.5 842 

82 

192 

Source: Computed from data collected from respective Branch & H.O. 
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Rs. in /akh 
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Table No. 6.1.2 ·-

Composition of Deposits expressed in Percentage share to total Dposits. 
Average during 1986-96 (G.M.) 

Urban branches Saving Deposits Term KS.P. Current 

Cooch Behar 6fi7 16.1 121 24 

Alipurdura 38.1 18.8 31.4 7.4 

Hakim para 41.9 25.1 26.0 3.9 

Total Average 47.4 19.7 21.5 4.1 

(S.D) 15.5 4.6 9.95° 

Semi Urban 

Nishiganj 562 28.4 15.0 02 

Baburhat (Nil) 46.9 353 152 1.4 

Atharakhai 27.4 12.6 532 1.6 

Salsalabari 533 36.5 7.4 1.5 

Dr. Grahani Br. 44.8 50.8 Nil 

Total Average 443 26.1 173 0.9 

S.D. 13.96 11.0 

Rural Branches 

Paharpur 68.6 342 Nil 0.5 

Totopara . 60.4 33.5 . Nil 1.7 

Thaneswarhar 73.8 226 Nil 03 

Total Average 672 29.6 Nil 0.6 

S.D. 6.8 6.5 

Source: Computed from data of respective branches. 
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Table No. 6.2 ··-

Growth of Credit,' CD ratio of the sample branches 
Rs. In Lakh 

Cooch Behar Branch Hakimpara Branch Alipurduar Branch Nishiganj Branch 
Years Adv. Index CD Adv. Index CD Adv. Index CD Adv. Index CD 

outs!- No ratio outs/- No ratio outst- :Vo ratio outst- No ratio 
anding anding anding anding 
Rs. Rs. Rs. Rs. 

Dec86 · 43.9 100 26 36.6 100 86 335 100 84 

Dec87 46.8 107 34 37.1 101 65 327 98 61 

March 89 56.7 129 ';!) 442 121 56 39.7 119 57 38.7 100 143 

March 90 58.8 134 32 47.0 128 48 44.4 133 53 4? ") 109 106 

March 91 69.8 159 43 492 134 41 342 102 36 29.9 77 62 

March 92 76.0 173 31 532 145 42 365 109 39 28.7 74 48 

March 93 78.9 180 34 512. 156 44 453 135 44 420 109 56 

March 94 101.4 231 25 60.1 164 36 525 157 41 48.1 124 46 

0 
March 95 1262 287 .30 583 159 29 55.7 663 45 66.4 172 55 

March 96 1252 285 .30 75.8 207 29 66.9 200 43 107.8 279 40 

Average 

1986-91 552 482 36.9 36.9(63) 

1992-% 1015 60.9 51.4 58.6(30.7) 

Total ofurban 

branches 

(Average) 

86-91 45.0(93) 

92-% 71.3(26.6) 

- . 
Note: Figures in brackets are respective S.D. 
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Table No. 6.2 (Contd.) ,_ 

Rs. In Lakh 

Atharkhai (1980) Salsalabari (1983) Baburhari(NiiX 1983) Dr. Graham's 
Years Adv. Index CD Adv. Index CD Adv. Index CD Adv. Index CD 

outst- No ratio outst- No ratio outst- .Vo ratio outst- No ratio 
anding anding anding anding 
Rs. Rs. Rs. Rs. 

Dec86 30.8 100 114 13.0 100 92 502 100 319 7.1 100 178 

Dec87 34.7 ll3 105 143 IIO 79 56.8 113 190 6.9 97 144 

March89 453 147 104 15.6 120 ro 65.6 131 162 9.0 127 170 

March90 54.7 178 99 182 140 tfl 73.4 146 156 129 182 195 

March 91 43.8 142 67 13.5 104 31 75.5 150 121 14.4 203 213 

March92 453 147 54 142 109 34 81.9 163 I~ 224 315 239 

March93 553 180 52 193 148 43 97.7 195· 100 29.5 415 228 

March94 61.0 198 49 27.9 215 ~ 110.5 220 100 39.8 560 333 

March95 621 202 42 -36.4 280 58 126.4 252 104 53.4 752 156 

March96 75.9. 246 43 48.0 369 ro 17i.6 344 109 60.7. 855 101 

Average 

86-91 41.9(9.4) 14.9 643 10.1. 

92-% 59.9{11.1) 292 117.8 412 

Total of Semi-urban 

branches 

(Average) 

86-91 33.6 (with S.D. 21.9) 

92-96 . 61.3 (with S~D. 34.0) 

0 
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Table No. 6.2 (Contd.) 

TotoparaBr. (1984) Paharpur ( 1985) Thaneswarhat ( 1988) 
rears Adv. Index CD Adv. Index CD Adv. Index CD 

outst· No ratio outst· No ratio outst· .Vo ratio 
anding anding anding 
Rs. Rs. Rs. 

Dec86 27 100 128 3.9 100 217 

Dec87 32 119 128 6.4 164 267 

March 89 3.7 137 I~ 9.4 241 335 1.5 100 43 

March 90 4.4 163 71 11.8 303 184 3.9 260 48 

March 91 3.5 130 58 7.6 195 <.X) 73 -t87 56 

March92 3.9 144 51 102 263 49 122 813 91 

March93 5.9 219 77 14.8 379 57 228 1520 163 

March 94 7.6 281 96 19.7 505 44 30.8 20:53 182 

March 95 9.1 337 76 23.6 605 43 42.5 2833 188 

March% 13.0 841 84 321 823 45 591 3947 200 

Average 

198&-91 3.5 (0.6) 7.8(3.0) 42(2.9) 

1992-96 7.9(3.4) 20.1 (8.4) 33.5 ( 18.1) 

Total of Rural 

branches 

(Average) 

86-9 1 52 (2.3) 

92-96 20.5(12.8) 

Source: Computed from data collecttd from the respective bank & H.O . 

Note : Figures in brackets are respective S.D. 
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Rs. In Lakh 
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Table No. 6.3 --

Recovery Performance of £the selected branches 
percentage of recovery to Demand 

-
Hakiinpara ( 1980) Cooch Behar ( 1980) Alipurduar ( 1981) Baburhat (Nil X 1983) 

Years llic.HBL. Exl. HBL, 1nc.HBL, Ex/. HBL, Jnc.HBL, Ex/. HBL. Jnc.HBL. Erl. HBL, 
SL,DLTD SL,DLTD SL,DLTD SL,DLTD SL,DLTD SL.DLTD SL.DLTD SLDLTD 

86 342 28.4 20.1 16.8 285 23.6 NA NA 

fr1 39.5 30.8 . 24.5 19.9 26.5 18.6 7.5 5.9 

89 37.0 212 19.8 14.9 29.5 19.6 NA NA 

~ 30.7 . 9.5 16.6 11.6 324 13.9 NA NA 

91 225 .. 9.1 . 183 7.1 473 19.5 15.5 13.4 

92 25.8 82 232 4.7 44.1 15.5 83 3.6 

93 203 5.8 17.7 4.0 422 14.0 18.1 8.6 

94 113 23 25.8 27 373 9.1 6.8 4.5 

95 19.6 26 220 20 40.4 120 13.9 7.8 
0 

96 127 23 39.1 29 420 126 7.4 23 

Average(GM) 

86-91 2l.I 1326 18.8 9.0 . 

. 92-% 3.7 3.11 124 4.8 

Average ofthe 

Urba11 Branches 

During 

1986-91 17.7 (S.D. 4) 

92-96 6.4(S.D5~) 
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Table No. 6.3 (Contd.) 

Nishigaoj {1977) Dr. Grahamis(1984) Salsalabari ( 1983) Atharakhai (1980) 

Years lnc.HBL, Exl. HBL, lnc.HBL, Ex/. HBL, /nc.HBL, Ex/. HBL, lnc.HBL, Ex/. HBL, 
SL,DLTD SL,DLTD SL,DLTD SL,DLTD SL,DLTD SL,DLTD SLDLTD SL.DLTD 

86 153 14.8 76.6 72.9 27.1 19.8 15.9 11.1 

87 13.5 128 30.1 28.5 NA NA 17.1 10.6 

89 11.5 10.1 18.5 16.8 28.4 16.5 283 9.4 

<x> 8.0 5.7 202 182 27.6 15.7 28 0.6 

91 20.5 17.5 NA NA 45.7 34.9 32.0 9.0 

fJ2 220 16.8 NA NA 24.0 143 51.5 18.0 

93 '13.7 13.6 589 NA 226 7.9 173 4.7 

94 44.6 26.5 35.8 NA 22:6 14.9 15.9 
.., ., 
.)_ 

0 95 452 34.5 27.5 IOJ 182 9.7 15.7 3.7 

% 47.4 37.4 413 32.1 23.0 8.8 24.0 4.7 

• 
Average (GM) 

1986-91 ll.4 282 20.6 5.7 

92-96 13.1 182 102 5.4 

Average of the 

Semi Urban Broaches 

1986-91 15(SD92) 

92-96 12.6 (sd 8.2) 
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. Table No. 6.3 (Contd.) 

. -

Recovery Performance of the selected branches 
percentage of recovery to Demand 

Paharpur ( 1985) 
Years lnc.HBL, Exl.HBL, 

SL,DLTD SL,DLTD 

86 628 

''irl 493 

89 227 

'X) 127 

. 91 74.1 

.92 48_4-' 

93 34.1 

91 .13.8 

'95 - 175. 

96 .. -20.1. 

'-Average GM 

1986-91 

92-96 

Average of the 

Two Rural Branches 

626 

485 

215 

11.4 

739 

442 

26.4 

.9.9 

_9.4 

-··-14.4 

3$3 

173 

198~91 

1992-96 

26(SD13) 

15.7(SD23) 

Thaneswarhat ( 1988) 
Inc.HBL. Exl. HBL, 

-SL,DLTD SL,DLTD 

100 

99.1 

883 

81.7 

76.4 

56.8 

57.8 

28.7 

100 

99.0 

86.8 

785 

73.1 

545 

555 

26.8 

95.0 

54.1 

Totopara(l984) 
lnc.HBL, Ex/. HBL, 
SL,DLTD SL,DLTD 

20.4 20.1 

17.9 16.4 

18.4 "129 

27.0 19.8 
~ 

NA '15.9-

NA 155 

NA · NA 

NA NA 

NA NA 

NA NA 

16.8 

· Source: Computed from data of the respective branches 

•- as per interview 
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Table No. 6.4 

Productivity and Profitability Ratios of tbe Sample Branches 

Avg. Deposit Avg. Advance Avg.Business 
per Staff per Staff ::? • ·:; per Staff 

·During During During During During During 
Branch 86-91 92-96 86-91 92-96 86-91 92-96 

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

Cooch Behar. 19.7 28.8 6:4 

'Hakimpara 10.6 18:7 5.8 

·Aiipurdura 11.0 17.3 6.0 

Tot3.Iurban 13.8 21.6 6.1 

Br. (Average) 

S.D 5.14 6.3. 0.31 

SEMI URBAN BRANCHES 
Nishiganj 

Atharakhai 

7.1 21.1 7.1 

7.6 17.0 7.2 

8.6 

6.5 

7.3 

7.5 

1.06 

9.7 

8.1 

Salsalabari 6.0 

Baburhat (Nil) 4.6 

pr. Grahani Br. 1.5 

IIA 

12.5 

5.8 

3.2 5.9 

7.6 13.5 

2.8. 9.7 

Total 

~emi-urban 

5.4 13.6 . 5.6 9.4 

Br. (Average) 

S.D .2.45 5.8 2.37 2.78 

RURAL BRANCHES 
Totopara 1.4 3.4 1.2 · 2.6 

Paharpur 1.3 10.9 2.5 5.0 

Thaneswarhar 2.8 5.0 

Total 1.07 6.4 

Rural 

Br.(Average) 

1.4 

1.7 

S.D 0.78 . 3.95 0.7 

SO between 

Urban, semi

Urban, Rural 
' 

8.6 

5.4 

3.02 

~ranches 6.47 8.03 2.41 2.0 

Averageofall6.76 125 4.47 7.43 

26.1 37.4 

16.4 25.2 

17.0 24.6 

19.8 29.1 

5.44 7.22 

14.2 30.8 

14.8 25.1 

9.2 

12.2 

4.3 

17.3 

26.0 

15.5 

10.9 22.9 

4.31 6.38 

2.6 

3.8 

4.2 

3.5 

6.0. 

15.9 

13.6 

11.8 

0.83 5.18 

82 8.8 

11.4 213 

Avg. Income 
per Staff 

·During 
86-91 92-96 
Rs. Rs. 

2.0 2.5; 

1.10 1.7 

1.4 2.2 

1.5 2.15 

0.46 0.40 

Ali. £Tp. 
per Staff 

86-91 92-96 
Rs. Rs. 

1.30 2.0 

0.91 1.8 

0.86 1.9 

1.0 1.9 

0.24 0.1 

0.92 LS 0.96 1.9 

0.92 1.64 0.77 1.7 

0.68 

0.99 

0.35 

1.51 

1.53 

1.07 

0.77 1.51 

0.26 0.27 

0.17 . 0.38 

0.26 0.94 

0.20 

0.21 

0.84 

0.72 

0.64 1.7 

0.83. 1.6 

0.55 1.5 

0.75 1.68 

0.16 0.15 

0:35 0.80 

0.44 1.44 

0.39 1.12 . 

0.39 1.2 

Rs. In Lakh 

Avg. Salary 
per Staff 

86-91 92-96 
Rs. Rs. 

0.24 0.55 

0.21 0.56 

023 0.69 

0.23 0.60 

0.02 0.08 

0.27 0.61 

0.24 0.62 

0.21 0.60 

0.18 0.59 

0.23 0.63 

0.23 0.61 

0.03 0.02 

0.20 0.48 

0.19 0.65 

0.21 0.53 

0.20 0.55 

0.05 0.30 0.05 0.32 . 0.01 0.09 

0.65 0.69 OJI 0.40 0.02 O.Q3 

0.83 1.44 0.71 . 157 0.22 0.59 

Source: Computed from data of year ending P & L A/C & BIS of the respective branches. 
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Table No. 6.5 

Trend of Income & Expenditur ofthe Sample branches'in broad heads only 
(Express as Percentage to total) 

Expenditure as % to total expenditure Income as % to total income 
Interest on Salaries & Other Int. on Dep- Jm. on Adv- Other 
Deposits & Allowances Expenses osits from ances Income 
Brrowings other Bank 

Rs. In Lakh 

Net operating 
Results Rs. 
(average) 

.Branch· 86~91 92-96 86-9/ 92-96 86-91 92-96 86-91 92-96 86-91 92-96 86-91 92-96 6-91 92-96 

Cooch Behar 72.2 60.7 18.6 27.9 

Hakimpara 59.2 5(0 23.4 30.9 

'Aiipurdura . ·51.0 49.5 26.4 .·. 36.1 

Total 60.8 54.7 · 22.8 31.6 

Br. Average 

S.D 10.7 5.6 3.9 4.1 

SEMI URBAN BRANCHES 
Nishiganj 67.8 60.0 26;7 33.2 

Baburhat(Nil) 71.2 56.0 22.1 37.7 

Atharakhai 49.3 '42.9 30.1 36.8 

Salsalabari · 53:8 53.4 32.2 38.4 

br. Grahani Br. 54.9 49.1 · 34.3 42.8 

Total 59.4 · 52.3 29.1 37.8 

semi-urban 

Br.Average 

S.D 9.5 6.6 . 4.8 .3.4 

~URAL BRANCHES. 

9~2 11.4. 57.0 64.5 39.5 29.9 3.5 . 5.6 +624 +700 

17.4 15:1 32.1 62.3 67.3 36.9 0.6 0.8 +141 -119 

22.6 14.4 24.9 42.2 . 54.8 32.1 20.3 25.7 +292 +226. 

16.4 13.6 38.0 56.3 53.~ 33.0 8.1 10.7 352 269 

6.8 1.97 16.8 .12.3. 13.9 3.6 10.6 13.2 247 411 

5.5 6.8 4.5 40.7 91.0 48.9 45 10.4 

6.7 6.3 2.5 2.4 91.0 88.4 6.5 9.2 

20.6 20.3 7.8 40.8 91.3 58.5 0.9 0.7 

14.0 7.8 25.4 41.6 55:3 37.7 19.3 20.7 

10.8 8.1 14.2 .4.9 83.6 92.9 2.2 2.2 

11.5 . 9.9 10.9 26.1 82.4 65.3 6. 7 8.6 

+9 -50 

+130 -60 

+81 -25 

+16 -28 

-74 -175 

+32.4 '-67.6 

6.1 5.9 9.3 20.5 15.5 '24.4 7A 8.0 77.5 . 61.8 

Paharpur · 39.9 46.2 43.8 46.5 16.3 7.3 9.3 39.3 89.8 60.0 0.9 0.7 -60 -182 

Totopara 31.9 30.6 53.6 61.4 14.5 8.0 

Thaneswarhar 26.0 45.5 . 53.4 46.4 · 20.6 8.1 

Total 32.6 40.8 50.3 51.4 17.1 7.8 

Rural 

Br. Average 

23.2 31.2 74.2 64.4 2.6 4.4 

58.5 9.8 40.6 88.9 0.9 1.3 

30.3 26.8 ' 68.2 71.1 1.5 2.1 

-56 -124 

-57 -113' 

-57.7 -139.7 

S.D 7.0 '8.8 5.6 8.6 3.1 0.44 25.4 15.2 25.1 ' 15.6 1.0 2.0 2.1 37.1 

Grand 

Average 

so 

50.9 49.3 34.1 40.3 15.0 10.4 26.4 36.4. 68.2 56.5 5.4 7.1 108.9 20.6 

15.9 7.4 14.4 10.1 3.1. 2.9 14.0 17.2 ' 14.3 20.5 3.5 4.5 215.3 218 

Source: Computed from data of year ending P & L A/C & B/S of the respective branches. 
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' Management Planning And Control System with ·Particular·· 
o attention to Perf()rmance budgeting Monitoring and Review. 

Introd~ction 

The Regional Rliral Banks (RRBs) have important Sl!pporting role in the 

!:developme~t ofrural economy. The success of special rural development programme 

to a great extent depends on the sustained growth and survival of these rural financial 
I . . - . . . . . 
:institution. Consequently, the efficiency and effectiveness of such organisation 
I - . - . . - . . - . 

~epends upon the adoption of modem management tQols, technique and systems. 
' . . 

~e adoption ofwell-:-condeived, w~ll-designed and well-.implemented management~ . 
I . . 

Planning and .control_ system has thus. become imperative ·for the RRBs like other 
I . ' . • . 

rural banking sectorto achieve the organisation objectives. 

, Mariagemerif ofRRBs essentially is a fin~cial decis~on maki~g Process in 
I -
I ' - ' . 

tn,eeting credit needs of the rural sector. This involves' establishment of policies 
.I . , . -

taking decisions ·and implementation in accordance with the statutory provisions 
I . 

g~idelines from RBI and NABARD. The basic .principles underlying the · 
I . . , . - . . . . . . .. . . 

~anagement ()f these rural banks is the economic and .democratic way of planning ' 

~ontrol, direction; organisation· and implementatio~. 

The RRBs like other commercial Banks have gradually embarked upon a 

performance budgeting/target and_ achievement exerCise. lh view of the reniewed· 

emphasis accorded by the 9ovt. of India for restructu~ing and revamping of RRBs 

in providing credit for agriculture and rural development, the RR.Bs are required to 
I 

prepare Development Action Plan (DAP), w.e.f 1994 for attainment of viability with 
I , \ 

ip a reasonable period of time (maximum five years period). The DAP envisages 

several measures to be taken by RRBs for improving their performance. Among 
I 

which are: 
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a) Planning for remedial measures which are specific to the diagnosed'

problems; 

b) An analysis of the impact of remedial measures on cost, yield and 

margms; 

c) Preparation of branch wise performance budget for key performance 

areas; and 

. d) setting-up an effective monitoring system. 

The UBKGB, like other RRBs in the country has adopted the preparation of . 

DAP from 1994-95 to achieve economic viability within a maximum period of five 

years: 

Objective and methodology. 

In this chapter an attempt is made to understand and analyse on the 

· . performance budgeting, monitoring and review systems adopted by the bank 

(UBKGB). The objective is to highlight the system and the constraints of applying. 

;the system by the bank and to assess the level of participation at different hierarchical 

levels. 

I 

The basic approach is to study the system and problems with the help of 

interview schedule. For this propose, two separate sets of questionnaire were 

designed keeping in mind the objective of the study. Appendix IV illustrates the 

branch level questionnaire and appendix III presents the appex level questionnaire 

:along with other questions. The branch level questioririaire sought information on. 

the process· of formulation of draft branch budget, its settlement with the controlling 

area office (A.O)/Head Office (H.O), the performance monitoring and review 

process. The appex level questionnaire comprised the planning & control system. 

It focused on the questions on the planning process, the framing and the settlement 

of the branch budget, the performance monitoring and review process, the reward 

and punishment system and the effectiveness of the system. For this purpose, twenty 
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branch managers wee interviewed and almost all the senior managers of the H.O., · 

officers in-charge of the various sections, the G.M. and the chairman of the Bank 

were interviewed. The data so obtained were summarised. tabulated and analysed 

accordingly. 

Definition of the terminology 

a) Management Pla~ning 

Management or corporate planing is a process concerned with the future and 

continuously provides the basis for futuristic decision making and ensures the desired 

consistency in organisational direction. It is a continuous process rather than an 

once-for-all process. Constant review and revision of planing are necessary to make 

management planning adoptable·to the changing environment1
• 

b) Management control 

A control system is a monitoring device which measures the performan'ce 

in terms of efficiency and effectiveness at different levels of Management. Anthony 

defines manag~ment control as, ''The process by which the managers assure that 

the resources are obtained and used effective)y and efficiently in th~ 

accomplishment of ~rganisational goals"2
• According to R.J. Mockler, "Management 

Control is the systematic effort to set standard with planning objectives; to de~ign 

an information feedback system; to ·measure acfual performance; to note deviation 

of the actual performance from standards anq their significance; and to take control 

action for ensuring that all resources of the organisation are most effectively and 

~fficiently used to achieve the corporate goals"3 

Thus, the central purpose of management planning control system is to 

encourage or motivate the managers to achieve the corporate objectives. 
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Performance budgeting· system 

A performance budget, in the context of banking is a comprehensive 

operational document which translates the aspirations of such a service organisation 

into meaningful and feasible actions programmes and activities for realising the 

objectives by integrating the financial as well as physical targets of performance 

for major areas of business, such as deposits, advan~es,branch expansion .and 

manpower planning. The performance budgeting system (PBS) enables a judicious 

use . of resources, creates a healthy competition between branches and aids in 

:evaluating the adequacy or otherwise of the existing policies and procedures. 

Since 1974, most of the nationalised banks have ad()pted this PBS. The major 

objectives of which are stated as under. 

(a) To enable a bank to prepare a realistic business plan from the grass

root level upwards arid workout its financial and manpower 

implication thereby ensuring a satisfactory business growth. 

(b) To enable the branch managers to gain competence in planning and 

monitoring ofthe performance of the operations ofthe branch. 

(c) To enable the regional managers to exercise effective control on the 

· performance of branches for identifying ihe strengths and weaknesses 

and initiating corrective action. 

(d) . To improve the involvement of different .levels of management of the 

baruc on the setting up of the targets and evaluating the performance 

and to improve the communication bet\\•een different levels:~ 

The performance budget of a bank lias to be formulated, taking into 

account.(i) The policy guidelines provided by RBI/NABARD;(ii) The business 

o potential available; (iii) Physical facilities available and staff strength, (iv)The past· 

trend of the business.(v) The long-term corporate goals and (vi)The antiCipated 

changes in both environmental factors as well as policies of RBI/NABARD. The 

overall process ofperfonn,ance budgeting practiced consists of two phases namely, 

(a) The formulation and settlement of the budget and (b)the review or monitoring 
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of the performance. 

Performance budgeting 10 Regional Rural Banks vis-a-vis 1n 

VBKGB 

In the initial years of the operations. the UBKGB like other RRBS. had not 

followed the practice of performance budgeting system when it followed the some 

sort of planning which can at best be termed as target and achievements. wherein 

the controlling authority(H.O) fixed targets and passed them down to the performing 

units at branch levels. In other words. the higher level management made the 

decisions and the operating units become target-tackers. And the targets fixed were 

restricted to a few parameters only, such as, mobilisation of deposits and lending 

to the target groups. The performance of the brandt was then judged on these 

restricted parameters only. 

In the emerging scenario, the RRBs are required to prepare the perfom1ance 

budget for achieving the long-range objective of economic viability. 

A. The formulation and settlement of the branch budget. 

The inputs of branch budget 

The inputs of a branch budget comprise the past performance of the branch, 

policy guidelines from the Head office, environmental data and the changing needs 

of the branch. To examine the relative usefulness of each of these inputs in preparing 

the draft budget for the branch, the branch managers were asked to rank these inputs . 

Table 7.1 indicates that the branch managers attached maximum value to 

the past performance, total scores given is 4 7. out of total 121. (3 8.8 percent of 

total score) followed by policy guidelines from Head ot1ice. score is 41 (33.9 percent 

of total score). The environmental data was given third importance. the score of 

\Vhich was 28 (23.1 percent). The changing needs of the rural economy scored 

\·ery low only 5 (4.1 %). 
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The overwhelming significance attached to the past performance and the · 

policy guidelines from head office could be due to· readily availability of past 

performance data at the branches and the appreciation of the utility and relevance 

of the policy guidelines issued by the head office. A comparatively low weightage 

given to the branch environmental data indicates less importance in the preparation 

of draft branch. Whereas, no importance is given to the changing needs of the 

economy .. 

The past performan~e is merely an indicator of past attainments and is not a 

good measure of the decisions reg.arding future potentialities. In fact, jud~ments 

o about the future potentialities should based on branch environmental data to which 

third importance is given (23 .l% to total score). Thus, this finding clearly· brings 

out that the .budget of the branch is not based on the business potentialities of that 

areti. This lower importance to branch environmental data, compared to the past 

performance of the branch indicates inability of the branch managers it:~ getting this 
,· . 

data and thereby to fully translate this data into business potential due to inadequate 

guidance for this purpose. 

At the corporate level budgeting, the head office personnel assigned 

maximum value to the change in govt policy and NABARD's guidelines, average 

score of which is 50.5 out of total score of 203 (24.9%) followed by past 

performance, score 49 (24.1 %). The needs of the rural economy and the viability 

of the operations scored the lowest (table 7 .2). This also indicates that the bank 

budget is more or less based on the past performance and very negligible attention 

is given to the viability of operation of the bank( table 7 .2) . 

. The Settlement of branch budget 

The manner in· which the budget settlement meeting takes place is equally 

important for the effectiveness of the performance budgeting exercise in achieving 

· its objectives. 
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Regarding the manner in which the decisions concerning targets for deposits, ~

advances is arrived at in actual practice, both the branch managers and the head 

· office personnel were divided in their response to a specific question. The summary 

.ofthese responses are shown in table 7.3. 

The percentage of the branch managers supporting the view that the target! 

assessment are made jointly by the branch manager/area manager & head office 

personnel by participation & discuss.ion was 52.9. A si'zable number of respondents 

41.2 percent held the view that targets are first made by the higher authorities (H.O) 

and then discus~ed with the branch managers for finalisation. One of the branch 

managers (5.9%) indicated that targets are made by the higher authorities and 

announced without giving any scope for discussion. Head office personnel (72.2% 

ofthe respondents), on the otherhand, indicated that target!assessment are first made. 

by the head .office and then discussed with the NM and B.M for finalisation. 

Whereas, only 27.8 percent expressed view that target/assessments are made jointly. 

The foregoing discussion on the findings of the stuciy clearly brings out the 

imperfection that exist in the process of budget settlement. The reasons for this 

imperfection may be attributed firstly, the budget settlement meetings often do not 

o offer much scope for an open discussion. Secondly, l~ck of sufficient interest and 

initiative lack of required information and knowledge of some branch manager 

vitiated the problems. The problems gets further aggravated due to the fact that in 

a settlement meeting the discussion is restricted to levels of deposits and advanes. 

The manpower, physical facilities and feed back information or other resources 

needed for achieving the increased business are either by passed or no importance 

in given which in tum demqtivates the branch managers from putting forth the 

best efforts for the accomplishment of the goals set by the head office. Another 

reasons for unsound settlement procedures is the lack of suitable methods for 

drawing meaningful interpretation from the environmental data by both the parties 

for judging business potentials. The involvement of the clerical and supervisory 

staff at the branch level in formulating the branch budget has often been 

lacking.60% of the respondents viewed that they do not involve the clerical or other 

supervisory staff in budget formulation. While only 40% stated that the do involve 

those staff. 
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Resource/Input Support for achieving branch performance budget 

The provision of adequate and timely inputs/resource is imperative for 

achieving the planned level of business. Table 7.4 focuses on the branch managers 

views on the extent of support received by them from the H~O/A,O. It is evident 

from the tabl~ that the branch managers differ on the extent ·of support received by 
I .· - . . , 

them from the controlling authority. The majority of the respondents (53.3%) have 

stated that they received only partial support. w_hile, ~6. 7 percent have stated that 

~hey do not received any support for manpower, physical facilities and feed back 

information for· achieving ·the additional business· targets. Thus, partial support or 

no support of resouress was the dominant view to which 80 percent of the 

respondents expressed their views. 

· In response to the same questionin the apex level questionnaire (table 7 .5), 

4 7 percent of th~ respondents stated that though the requirements are worked out 

they can not be provided at all or only temporary arrangements/readjustment are 

made for manpower. About 53 percent of the respondent, however, stated they are · 

provided within 1-6 month~. A failure to provide adequate manpower and other 

~esources assistanc~ to the branch managers simply makes the budget process a · 

partial exercise: . 

B. Performance Evaluation and review System 

Perfomumce evaluation is indispensable for effective management planing 

and control system. The Evaluation. and review of performance involves periodic 

monitoring and control of the actual performance of the various budgeted parameters 

and inputs, The central purpose of the performance evaluation system(PES) is to 

motivate the managers at different levels in achieving the corporate goals.The 

analysis of variances of the actual performance, compare to the budgeted levels is 

another important part of the evaluation and review process. According to 

P .Chattopadhyaya:"variance analysis sharpens the budget· targets by way of 
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feedback. It helps assessment of whether the budgets are unduly optimistic or': 

·pessimistic in the context of the resources deplayed.'"5 

In this section an attempt is made to ·understand the performance evaluation 

. and review system followed by our bank (UBKGB). The analysis is done on the 

basis of interview responses received from the respondents ofthe branches and head 

office. 

PES in operation 

The performance evaluation of the bank is normally done at the three different 

staged, namely (i)at the branch level, (ii)at the area offic;e level, and (iii) at the head 

office level. 

The first stage of performance monitoring and review starts with the 

periodical performance reports compilled a~d submi~ed by the branch managers 
- ' 

to their respective area manager in respect of selected vaqable, deposits and advance, 

wherein the actual performance is compared with the budgeted figures. In the· second 
' ' . 

stage the head office review the performance of the area office. At the third stage, 

:a mid-term review of the performance of the bank as a whole- is attempted after 
' -

.consolidating the performances of the area offices. 

The periodicity of reporting differs from branch to branch . .In most of the 

cases branch·managers compiled and submit a detailed quarterly progress report to_ 

their Head office. In some cases, the branch managers are to furnish monthly 

progress reports on selected variable. 

As regards the periodicity of. reporting '61.9 percent of the branch manager 

stated that they compile & submit report quarterly. \Yhile, 14.3 percent said that , 

they submit it half-yearly and another 14.3 percent said it monthly. Some of the -

respondents 9.6 percent, stated that the report is either sent yearly or very irregularly 

(table 7.6). 

Review,Procedure 
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Table 7. 7 presents the branch managers responses as to the procedure of ;_ 

review of actual performance with the budgeted figures. It is seen from the table 

that 20. percent of the branch managers indicated that. the review of performances 

of their branches is mostly made in the head office. ~bile, 66.7 percent of them 

mentioned that the review is shared equally by the head office, area office and branch 

manager. Another 13.3 percent stated that either review is not done at all or it is 

qone in improper way. Thus, it appears from the table that for about 113rd of the 
I • ' '• , 

branches the review was.either done at head office without the involvement of the 

respective branch managers or the review. is not done at all which is far from the 

o spirit of the performance budgeting system. 

Periodicity of review of actual performance with the budgeted 

figures~ 

It appears from the table 7.8 that about 68 percent of the respondents viewed 
' . 

that the review of actual performance with the budgeted figures is done quarterly. 

While, about23 percent of the respondents stated ~hat .it is done yearly and another 

9 percent said that it is done on half-yearly. This clearly indicates that due 
' ' . 

importance is not given for the review of the performance, of the operating units, 

which should have been· the basis for improvement of the performances of the 

branches and·for the bank as a whole. 

Variance analysi~ 

In reply to the question 50 percent of the respondents viewed that the review 

ofvariance.between the actual and budgeted performance is done quarterly. While,. 

another 50 percent stated that it is done either half-yearly or yearly (table 7.9). 

Action taken on variance 

Table 7.10 indicates that about 11 percent of the respondents from the head . 

office expressed that no action is taken on variance of actual performance with the 

budgeted figures. Majority of the respondents (about 78 percent )stated that stragegis/ 

targets in respect of credit & deposit is revised while. another 11 percent said that 
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. resources (men) are redeployed to achieve the targets . 

. Kind of comparison made. 

An inter-branch and inter area office comparison is useful for ascertaining 

the relafive p()sition of the various branches and area office. Table 7.11 represents 

· the responses ofthe head office personnel as to the kind of comparison made by 

:them. Of the r~spondents only 43.5 percent said· that. inter-branch comparison is 

• made. While, 17.4 percent said that inter ar.ea·ofiice comparison is also done. While 

about 39 percent of the r~spondents viewed that no such comparison is made and 

it is proposed to be done (8.7%). It thusreveals that the inter-branch and inter-area 

office. Comp'arision, has not been dopted by o~r bank in true spirit, which has a 

positive bearing on the improvement of performance . 

. Steps taken by-the management (higher authorities)for non-compliance 

.of the norms in compiljng and-sending r~ports/statement. 

As regards steps taken l:>Y higher authorities for non-compliance of norms. 
I , . . 

:in compilation/preparing and sending the reports to the higher authorities (H.O/A.O) · 

_'or in achieving the targets, 40 percent of the respond~nts (branch managers) have 
. . 

··expressed _that only reminder is give~ to them. And 20 percent said that no steps • 

!are taken for non-coriiplianc·eofthe norm or for achieving the targets while, another 

40 percent ofthe respondents viewed that some steps are taken (table 7.12). 

Reward and punishment system 

The interview at the apex level revealed that the bank has not yet-introduced 
. -

the system ofreward for outstanding performance in relation to the budget and 

discouraging or punishment that which does not conform t~ it which in turn 

demotivates/discourage the efficient staff for raking interest or initiative. Table 7.13 

shows that of the total 18 respondents all of them have said that no such system 
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has so far been introduced by the bank and ~ of them haYe said that the system is -

proposed to be implemented soon. 

The study made by ·Kaura ' revealed that the commercial Banks have 

introduced some sort of system of appreciating the outstanding performance and 

discouraging that which does not conform to the budgeted figures. The form of 

reward and discouragement however differs from bank to bank. For appreciating a 

good performance the most common practice is the issue of letter of appreciation 

to the branch manager concerned.Similarly for discouraging the poor performance 

letters are sent to them to make an increased effort to realise the planned targets.(6) 

C. Operational planning and control system 

The operational planning and control system form an important constituent 

of the management planning and control system also used in RRBs like that of CBs. 

These systems are needed for ensuring that specific tasks associated with day to 

day operations are carried out efficiently and effectively by the concern branches. 

Types of control 

(a) Direct Control 

Direct Control includes periodic inspection and audit by a team of inspectors 

from the head office. Normally, these inspections are made once in a year for CBs. 

Interview with the head office personnel revealed that this inspection and audit was 

very irregular in the initial years and even now it is not followed strictly by the 

bank (UBKGB). 

(b) Indirect Control. 

Indirect Control consists of ongoing control through structured periodical 

returns and statements submitted by the branches and area offices to the head office. 
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The periodicity of these reports and statements are ":eekly, monthly or quarterly ::. 

depending upon nature and purpose of it. The discussion and interview revealed 

that the controlling head office scrutinise these reports/returns and provide feedback 

to the branches mainly through correspondence and for non compliance of the norms 

for sending the reports to the controlling office no steps are usually taken but only· 

. a reminder is given by the controlling office. 

(c) Other area of operational control. 

This relates to the system of periodic reporting of income and expenditure 

·and the cash- & bank balances to be maintained by each branch. For this purposes 
' 

'UBKGB has introduced a system of half-yearly reporting ofincomeand expenditure 

by the branches to the area office/head office wherein the maximum cash in hand 

, that can be kept by a branch has been fixed for proper utilisation of this fund and 

for earning income.Recently, the bank also started preparing the credit plan 

separately for non-target group. 

Summary 

The foregoing analysis on the findings of the study clearly bring out the 

'present position of the process of the performance budgeting formulation, settlement 

and evaluation system of our bank. The findings leads us to the following 

;conclusions: 

1) The performance budgeting for UBKGB like that of other RRBs is_ a recent 

origin when they are required to prepare it for achieving the long-range objective 

of economic viability. 

2) Though the system is followed by the bank as a vital instrument of 

Management Planning and Control System, due imp-ortance was not given for its 

effective implementation in achieving its objectives. 

3)The performance budgeting ofthe branches are mainly based upon the past 

performance to which highest weightage is given by the respondents. This clearly 



0 

176 

_· brings out .that the budget of a branch is not based on the business potentialities o(-. 

'·that -area (environmental data). The needs of the rural economy and viability gets· 

·.negligible attention. 

4) In the settlement of the- budget due i~portance or scope is' not given for 

! open discussion with the branch managers for judging the business potentialities. 

, Lack of sufficient data and info~ation, initiatiye and interests, knowledge and 

iiwolvement ofother staff stand way to the effective implementation of the system. 

5) Though the higher authorities (H.O) worked out the requrrement of various. 
. -

. ' 

;resources (manpower, physical facilities,etc.)they :are provided either partially or· . 

by temporary adjustments only. Hence,the budgeting exercise is not carried out in 

true spirit. 

6) The pe1iodicity of reporting (compiiation and submission ·of reports 

statements) differs from branch to branch: No steps or·a minor steps by· reminder 
' . . . . 

are taken _only for non-compliance of the norms. 

7) The review procedure is far from the spirit of the performance buqgeting 

system. In ~'e-~<~.?ff~~iz?iV' about 33% branches the review is either. done at the head 

office withoutthe involvement oftherespective branch man~gers or the review is 

riot done at all. The periodicityof review is· als·o not uniform for aU the branches .. 

Though the practice is to review the performance quarterly-, about 30 percent cases, 

it was done yearly or hiilf-yearly. 

8) Though the .review of variance between the actuai ·and tmdgeted 

performance is done, no actions are taken on variance. In most of the cases targets/ 

. strategies are revised for noll achieving the norms. 
I , . 

9) The.inter-branch and inter-area office comparison which has a positive 

bearing on the improvement of the performance has not been adopted by our bank 

in true spirit. 
i 

1 O)The reward for outstanding performance in relation to the budget and 

disco\lraging or punishment for very poor performance for motivating the managers .. 
of the performing units is absent in all the cases. 
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11) The direct operational control in the fonn of audit and inspection and'-

indirect control through structured periodical returns and statements is not followed 

. strictly fer our bank. The inspections and audit are very irregular and for non

compliance ofthe nonn.) Very minor actions or no actions are usually. taken by 

. the management. 
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Table No. 7.1 

Branch Managers' ranking of importance of various factors 
in formulating branch performance budget. 

Factors 

'a) Past Performance of the branch 

b) Policy guidelines from Head Office 

I Area Office 

:c) Environmental data/business 
potentialities 

:d) Changing needs 

e) Total 

lst 

6 

6 

Priorities 
2nd 3rd 4th Jth 

5 4 

5 

6 3 

. . 

·.Total 
score 

47 

41 

28 

5 

121 

Note : Score given to the priorities. 4 to l st; 3 to 2nd: 2 to 3rd & l to 4th. 

Table No. 7.2 

Budget formulation : Ranking of Importance of the 
Head Office Personnel 

Factors Priorities 
lst 2nd 3rd 4th 5th Total 

·score 

a) Change in Govt. Policy 8 3 . l 55 

b) NABARD's Guidebtes 5 7 46 

~) Past performance 3 2 6 4 49 

d) Needs of the rural economy 4 2 7 37 

e) Viability 3 16 

f) Total 203 

Per(entage 
to total score 

38.9 

33.9 

23.1 

4.1 

100 

Percentage 
to total score 

27.1 

22.7 

24.! 

182 

7.9 

100 

Note : Score given to the priority 5 to I st; 4 to 2nd; 3 to 3rd; 2 to 2nd & I to I st 
Sources : Interview responses. 
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Table No. 7.3 

Procedure for settlemet of branch budget : Wiews of the branch 
Managers and Head Office (HO) perSomiel 

Setllement Procedure No of Percentage to 
Respondems total respondent 
B.M. H.O. B.M.. H.O. 

a) Targets/assessments are' first made~ointly by 9 5 52.9 27.8 
the branch Managers;Ar~a Managers and 
Head Office by participation and discussion 

b) Targets/assessments are frrst made by the higher 7 13 412 722 
authorities (H;O) and then discussed with the 
Branch Manager for finalisation. 

c) Targets/assessments are made by higher authorities 5.9 
and announced with out giving any scope for 
discussion 

d) Total 17 18 100.0 100 

Sources :·Interview responses. 

Table No. 7.4 

Resource support received from Head Office/ Area office . . 

on achieveing the branch budget. 

Resource Full Partial 

a) 

b) 

~) 

d) 

support support 

. Manpower 2(13.3) 5(33.3) 

Physical facilities 3 (20.0) 10(66.7) 

Feedback information . 4(26.7) 9(60.0) 

Total 9(20.0) 24(53.3) 

Note : Figures in brackets are percentage to total 
Sources : Interview responses. 

No Total 
support respondents 

8(53.3) 15(00) 

2(13.3) 15(100) 

2 (13.3) 15 (100) 

12(26.7) 45(100) 

' . .:_ 
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Table No. 7.5 

Budget formaulation : requirement of various factors-views 
of the head office personnel 

Facrors Reguirements Requirements provided 
worked out wirhin . within :Vever 
Ye5 No a month 3-6 month 

a) Manpower 15 (88) 2(12) 4 5 5 

b) Physical facilities 15 (88) 2(12) 4 5 5 

c) Feedback information 15 (88) 4 5 5 

d) Total 15 (88) 4(24) 4 5 5 

e) Total No. ofrespondents 17(100) 4(23.5) 5 (29.4) 5(29.4) 

Note : Figures in brackets are Percentage to total. 
Sources: Interview responses. · 

Table No. 7.6 

Temporary 
Adjustments 
only 

3 

3(17.6) 

Periodicity of reporting of actual performance against budgeted : views of the 
I 

· · branch managers · · · 

Reporting Period/interval No of Respondents Percentage to total 

a) Monthly 

b) Qly 

c) Hly 

d) Yly 

e') Very irregular 

f) Total 

3. 

13 

3 

21 

143 

61.9 

143 

4.8 

-t8 

100 

.Note : A few respondents given Priorities for more than one factors. 
Sources : Interview results. · 
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Table No. 7.7 

Procedure for review of branch performance in 
relation to performance budget 

l'rocedure 

a) Mostly done in the Head Office/Area Office 

b) Shared equally by H.OJA.O./and by the branch managers 

c) Review is not done at aiVproperly 

,d) Total 

Table No. 7.8 

Yo. c~( 
Respondents 

3 

10 

2 

15 

Percentage 10 

roral respondems 

20.0 

(:jj.7 

100.0 

Periodicity of Review of actual performance with the budgeted figures. 

Periodicity of review :Vo. of Percentage to 
Respondents total respondents 

a) Quarterly 15 682 

b) Halfyearly 2 9.1 

c) Yearly 5 ?2.7 

d) Never 

e) Total ?2 100.0 

Note: A few respondent given opinion for morre than one place. 

Sources: Interview resulis. 
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. Table No. 7.9 

Review of variance between actualand budget performance 

.\lode of calculation of variance 

a) Monthly 

b) Quarterly 

c) Halfyearly 

,d) Yearly 

e) Never 

f) Total 

' fl'able No. 7.10 

So. of 
Respondenls 

Nil 

ll 

6 

5 

22 

• Action~ taken on: variance 

Actions. · 

<:~) Not appropriate, no review tllk:es place 

b) No action is u5willy tllken 

c) Strategies/targets for dep()sits and credit revised 

d) Reso~ce~ (men) ·are redeployed 

e) ·Total 

Sources : Interview results. 

.No. of 
Respondents 

Nil 

2 

14 

2 

18 

Percentage ro 

total 

50.0 

27.0 

ll..7 

100.0 . 

. PercenJage to . 
total · 

11.1 

T/.8 

11.1 

100.0 
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:Table No. 7.1~· · 

For monitoring performance; king of conipari.Sion made 
I . . . 

Kind of comparision 

·a) Inter branch Comparision 

b) Inter Are~office camparu;ion:. 

1
c) None · 

. d) · . ~roposed to .be done 

:e) ·Total. 

;Table No. 1.12 : · 
I 

No. of Percemage to 
Respondents total 

10 435 

4 17.4 

7 30.4 

2 8.7 

23 100.0 

. . ' . . . 
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Stapes. taken by the _manage~nent(higher autheritiesj for ·non~on~plience · 
. of th~ ... orols- in prepanng a~cl. ~ending the reports/stalemen~ and . 

•. i~ ~&:Iiieving the ta.rgets·: Views:of the bra.ch fuanagers 
' 

'· · ~i:tiohs!StePs . · 

~) · Actionslstq;sm:e.tak~n· ·· 
p) . N~ st~~s/ Adioris ~e· ~e,ri \ · 

· p) · so~e!Paitjal*ps are ~e~ : .. · · 

~) \Oniy reniirider isgiv~n · 
e) . Total 
. . . 

Table No~ 7 .. 13 ·. · 
' i 

. ··.·. ·No. of
Respondents 

.4 

3 

2 

'" -6. 

15· 

· Pe'rcemage to .. 
toial ·· 

26.7 

20.0 

133 

4o.O 

100.0 

Rewa~d and pupjshmen.t sy~tem based on ·compar~on of actual 
· : · · · ~gainst budgeted perfornitaiice .. 

' . ,., ' .. · .· . . . .. . 

System 

a) No system ofplinishinent/reward 

b). System ofpunishment/rewared 

c) proposed to be introduced 

d) Total 

N~:of 
Respondents 

18 

Nil 

4 

18 

Perceniage.to 
total 

100 

22.2 

Source: C~mputed from interView responses of the branch-managers and head office pers~ruiel. 

'. 
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SUMMARY AND CONCLUSION 

Regional- Rural Banks (RRBs) appeared in ~he banking map of the country as 

·a third agency of runil credit structure on the recommendation of the Naiasimham 
. . ' . 

\vorking group in 1975. The man objective behind the setting up of the RRBs was to 

. provide institutional credit to the weaker sections of the .society ·hitherto neglected. 

:for bringing about a· progress ~ith social justice to the rural ·poor. 

' 
These b_anks have achieved a considerable degree of success in taking the . 

i· .. . 

banking services to the rural poor and in providing institutional credit to the weaker 

sections by opening branches in remote rural and in unbanked areas.· Despite. : 

impressive :growth in rural banking parameters they have emerged serious .problems ' 

reflected in decline in productivity, efficiency and erosion ofprofitability"and have ' 

become a subject of controversy over the past few years. Up to -March, 1995 out of 

l96 RRBs only 19 could make marginal profits while, f77 \Vere reporting losses and 
I . . 

many of the loss making banks have even eroded a part of their deposits. The losses 
' . .. ' . . 

have continued inspite of smne compensatory measures taken by RBI and the Govt. 

qf India to revive thes~ institutions. The overdues in the aggregate grew at a faster 

rate than the disbursement ofloans. The problems faced are also vary overtimes and 
I, ' . • 

froni bank to bank due to· their operations in different socio-economic condition, 
' . . 

different level of efficiency and management attitude. 

The present study is an attempt to identify the \rarious factors contributing t() 

the overall deterioration of the performance of UBKGB which is suffering from 

recurrent accumulated losses and burden of heavy overdues to suggest ways and '. 

I'Deans for its sustained growth and very survival as a niral credit institution. The 

study analyses the problems in achieving the basic objective of raising the resources 

and their deployment as credit to the rural economy. Tl).e ~ecovery performance and · 

the problems of overdues are duly analysed to suggest for an effective credit delivery 
I . - . 
i ' 
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, system that may ensure recovery and improve financial health of the RRBs. The'·~ 

, profitability and viability aspect of the bank and its planning and control system are 

• examined to find the factors that stand way for ~chi~fing the corporate goals of· . 

. finanCial viability. 

The resources of the RRBs comprises of share capital, deposit collection and 

, refinance from higher tiers. Of these resources, deposits collection has been the major. 

·source of fund to the bank. The share of deposit to the total fund was 5.1.4 percent in 

: 1984 and increased to 92.5 percent in 1996. This increase of the share of deposits 
' . -· - --

:was due to continuous fall of refmance facilities from higher tiers for poor recoveries 
'· ' 

of loans. The share of refinance support fell from 4 7.2 percent to 7. 8 percent during 

·the same period. 

The growth rate ofdeposits of the bank decreased with the decreaSe of credit. 

·The growth of credit and the resultant increase of income has been a direct and 

positive bearing on the growth of deposits. The upward revisions of the rate of interest· 

has found no impact on the growth'ofthe bank's deposits. The growth rate of deposits 

of the bank in the recent years affected adversely due to sharp fall in the growth rate 

:of credit, non-opening ofnew branches, aversion ofwell-offsections ofthe society. 
' . . 

.due to lack of banking facilities, absence ~f instituti-onal deposits, low level··of. 

;economic activities in the rural areas andhi,gher ·rate of return offered by the. post 

office and other-non-banking financial institutions. Savings deposit though persistently 

.predominant (average 55 percent} recorded a decreasing trend in the recent years as. 
' . 

;against an-upward trend of the term deposit. The performance of the bank in raising. 

the deposits was unsatisfactory in comparison with average performance of the RRBs 

at the state and national level. At the national and state level deposits increased by 
I 

0
. 14.8 and 16.8 times respectively as against 12.2 times ofUBKGB over a period of· 

I 2 years ( 1984-96). 

The growth rate of credit of the bank ( 4.4 times) during the period 1984-96. 

,was far behind the growth rate ofthe RRBs at the state (7.9 times) and at the national 

'level (6.9 times) which in turn has affected the economic activities of the area and 

the resultant lower growth of income affected the growth of deposits of the bank. In 
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the distribution of credit the priority sector alone accounted for more than 85 percent .':.. 

of the total advances. The share of credit in the IRDP increased from 16.4 percent' 

during 1984-90 to 44.4 percent during 1991-95. The credit Deposit (C/D) ratio of the, 

bank decreased from 159 in 1984 to 57 in 1996 at the instance of amounting overdues 

and for the preference of the bank for earning higher interest income without any risk 

by keeping cash balance with the sponsor bank which allow interest at a rate ( 13%). 

higher than the earning from the lendingactivities (average 10.5%). The C/D ratfo 

'was however, siightly better foi the bank than MGB and the RRBs at the national 

.level. High incidence of overdues has become a major constraint to the expansion of·. 
I • , . 

:credit which ih tum adversely affected for financing to iRDP and other rura1 
. --

development programme of the Govt. The target grou~s still outside the preview of , 

bank's credit suffered on account of liquidity ground for poor recovery and the 

resultant decrease ofrefmance facilities from higher tiers. 

There has been a positive impact of credit on the earnings of the borrower~

and on the improvement of the standard ofliving of the rural poor. The fidd survey 

result revealed that 52.7percent ofthe borrowers have been benefited directly in the 

e_amings of income by utilisiilg the loan andanother27 percent have been benefited. 
' . ' . 

indirectly in I?eeting their household and social obligations which has saved their 

property from sale to meet the obligations under that circumstances. Among the 
' 

borrowers responded, 4.2 percent have expressed that they have really been benefited 

in the improvement oftheir standard of living by acquiring.consumer durable or by-
. . - -

repairing and constructing new houses. The impact of credit was not similar for all 

the district due to non-utilisation or misutilisation of loan. The impact of credit was 

not satisfactory due to poor credit management, as. indicated by wrong selection ot 

selection to unsuitable and unviable scheme, inad.equate pre-sanction scrutiny and 

post sanction supervision and follow-up for end use of credit, supply of poor quality 

of assets and disbursement only at ~he end of the year and inadequate infrastructure 

~nd marketing facilities which has been observed during the course of our survey: 

The recovery performance of the bank was very unsatisfactory in comparison 

\vith average performance of the RRBs in the country. The percentage of recovery to 

demand decreased from 49.2 in 1984 to 27.3 in 1996 as-against the percentage 38.0 
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and 32.9 at the state and 50.1 ~d 51.0 at the national level during the same period. -. 

The recoveries from short-term agricultural loan \VaS however, comparatively better 

than the term loan for agriculture and allied activities : This very unsatisfactory 

recovery performance of the bank in the recent years had severely impaired the 

eligibility of refinance facilities. from NABARD and have the lending capacity of the 

bank like that of other RRBs in the country due to their inability to recycle the _ 

resources. The overdues in the aggregate grew at a faster rate than the disbursement 

of loan. The recovery to disbursement ratio fell from 77.5 during 1984-90 to 50.3 

during 1991-:-96. The overdue per branch and per account also increased with the 

increase of advances per branch and per account both at the bank and national level. 

The positive regression coefficient of overdues on loan advances both at the bank 

and national level also satisfy this fact. 

Low productivity and inadequate income generation due to supply of poor 

quality of assets, failure of the assets/scheme due to inadequate infrastructure and 

marketing facilities, unforeseen domestic problems due to extravagant social customs 

and tradition, ineffective and in sufficient supervision and follow-up visits- and political 

interference have been observed to be the major reasons for poor recovery ofloans to 

which the majority of the respondents attributed their defaults. The survey also 

revealed that a·sizeable number of borrowers have defaulted wilfully due to lack of 

legal steps, lack of sufficient interest and initiatives of the govt. agencies as well as 

of the bank s~aff, liberal attitude of the Govt. and expectation of debt relief by the 

govt. to which 13 percent of the beneficiary respondents and 8 percent respondents 

of the bank staff have attributed their views. The poor quality oflending as reflected 

by limited scope of appraisal and rejection of loan proposal, undiversified loan port

folio, pressure for lending to unsuitable and unviable scheme, also responsible for 

this poor recovery performance of the bank. 

The distribution of overdue size with the resp_ective size of land, level. of 

income, educational status, family size, caste and age of the borrowers has revealed 

no definite relationship. That is, the overdue size has not been influenced by the 

above mentioned variables. The distribution of defaulters and non-defaulters with 

their respective size of land, family, level of income, educational status, caste and 



0 

188 

·age also showed no positive impact on the payment behaviour of the borrowers'·

defaulted or non-defaulted. 

The squeeze of profitability and viability ofthe bank has come from both the 

revenue and cost side. The spread ratio i.e. interest margin between the source and 

use of funds has been very low (average about 3.9%) 6ue to (i) lesser utilisation of 

refinance which was slightly cheaper than the cost of deposits. The refinance support 

from NABARD fell sharply from 4 7.2 percent of the total outstanding balance of 

funds in 1984 to 7.8 percent in 1996. Whereas, the share of deposits increased from 

· 51.4 to 92.5 percent during the same period. 

(ii) The preference of the depositors in fa~our of term deposit causing 

substantial rise in the cost of deposits. The share of term deposit has increased from 

21.5 percent of total deposits in 1990 to 33.5 percent in 1996. When the share of 

saving deposit decreased from 55 to 49 percent. 

(iii) The return on fund has not been increasing in the same proportion as that 

of the increase of the cost of funds due to non-increase of interest income from 

advances which accounted for more than 92 percent of the total income. The interest 

income on advances was almost remain constant at about I 0.5 percent. The increasing 

trend of return on funds in the recent years was due to-non-credit interest income i.e., 

interest from investment and deposit with the sponsor bank .. The rate of return on 

advances has also remained static due to limited scope of lending to non-priority 

sector at a higher rate of interest. Whatever scope available also could not be utilised 

due to lack of professional skill of the bank staff. 

(iv) Lower productivity due to lower disbursement of credit as a consequence 

of poor recoveries and bad debt, lower interest rate for lower slab of advances (interest 

rates policy prescribe higher interest rate beyond Rs. 25,000, when average credit 

per account of the bank was less than Rs. 2000 during the course of our study) and 

undiversified loan port-folio (confined to target group lending) provides a major 

explanation for lower rate of return on funds. 

The burden ratio of the bank increased at a stea.dy rate over the years due to 

increase of establishment and other operating cost and very negligible proportion of 
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non-fund based income. The burden ratio during 1984-87 was 4.7 percent (average)'· 

of the outstanding credit and increased to 7.23 percent in 1990 and further to 11.5 

percent during 1991-96. The salary and allowances and other establishment cost 

(transaction cost) increased from average 44 percent of the total expenses during 

1984-89 to 53.6 percent during 1990-96. The salary and allowances increased by 20 

percent and other establishment expenses· by 21.2 percent as against 14 percent in 

the volume of business during the period under reference. The share of non-fund 

based income was less than one percent of the working fund during the same period. 

The profitability performance of the bank also affected adversely due to : 

(i) the increase ofDICGC premium rates from 0.5 to 1.0 percent in 1984 and 

further to 1.5 percent in 1989. 

(ii) The higher cost responsiveness or lower cost effectiveness in comparison 

with other bank (MGB) due to apparent managerial inefficiency in the control of 

operating cost. 

(iii) the lower Income-Advance (II A) ratio in comparison with other RRBs of 

the state due to lower non-interest income and interest income on deposits and higher 

Expenditure Deposits (E/D}ratio due to higher proportion of establishment and other 

expenditure and higher proportion of term deposits. 

(iv) lower average business per branch of the bank ofRs 95.3 lakh as against 

I 19 Lakh of MGB, lower income per staff of Rs. 1.091akh as against Rs. 1.30 lakh 

and higher expenditure per staff of Rs. 0.68 lakh as against Rs. 0.54 1akh of MGB 

during 1984-89. The other establishment expenses per staff of the bank ofRs. 0.11 

lakh during 1984-89 and Rs. 0.27 lakh during 1990-96 was also much higher than 

the MGB of Rs. 0.06 lakh and Rs. 0.15 lakh respectively during the same period 

which affected the bank's profitability performance. 

(v) the higher transaction cost per staff due to managerial inefficiency in the 

control of establishment expenses other than salary and allowances. Though the bank 

has been experiencing a better growth of staff productivity than MGB the growth 

rate of other establishment cost at a much higher rate outweighed the benefits of 

higher productivity. 
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The performance of the urban branches in the mobilisation of deposits was -

far better the semi-urban and rural branches due to their locational advantages. The 

average deposits of the urban branches during 1986-96 was recorded at Rs. 190 1akh 

as against Rs. 74 Lakh for the semi-urban and Rs. 22 Lakh for the rural branches. 

However, the growth rate of3.8 times of the deposits ofurban of urban branches was 

far behind the growth rate of 11.6 times of the semi-urban and 13.8 times of the rural 

.branches. This lower growth rate of the urban branches was mainly due to competition 

with other commercial bankS and non-banking financial institutions which offer better 

banking and other facilities. The lack of sufficient interest and initiatives of the branch 

staff also· affected this growth. The savings deposit qf the rural branches showed 

persistently dominant varying between 51 to 89 percent of the total deposits as 

against 24 to 58 and 32 to 46 percent respectively of the s~mi-urban and urban branches 

with a decreasing trend. The share of term deposit on the otherhand, of the rural, 
. . -

semiurban and urban branches was varying between 13 to 48, 25 to 55 and 11 to 33 

percent respectively. 

Credit deployment of the urban and semi-urban branches in the recent years 

was very negligible and far behind the expectation. The growth of credit of the urban 

and semi-urban branches was just 2 to 3. 7 times as against 5 to 8 times of the rural 

branches. One of the Sample rural branches even recorded a growth of 39.5 times 

during its operational period of 8 years: The C/D ratio of the branches fell sharply. 

'f:his fall in the ratio was much higher for urban branches (decreased from average 68 

to 31) than those of the semi-urban and rural branches (decreased from average 13 7 

to 98) The urban branches recorded worst recovery performance followed by semi

urban and rural branches. The average recovery (excluding HBL and DLTD) of the 

urban branches decreased fro01 17.7 percent during 1986-91 to mere 6.4 percent 

during 1992-96. This Performance for the Semi-urban and rural branches decreased 

from 15 to 12.6 percent and 26 to 15.5 percent respectively. The recovery of one of 

the rural branches was as high as 95 percent during 1989-92 and decreased to 54.1 

percent during 1992-96. The best performance of this branch was mainly due to the 

initiatives and interest of the branch staff and the member of the panchayat for realising 

its debt. 
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The profitability performance of the Sample branches varied due to their wide '

.differences of the volume of business per staff. The average business per staff of the 

urban branches during 1986..:91 was Rs. 20 Lakh as against Rs. 6.8 Lakh to 13.7 

Lakh for the semi-urban and Rs. 4 Lakh for the rural branches. During 1992-96 the 

respective business volume ofthe branches were Rs. 29 Lakh, Rs. 20 Lakh and Rs. 

15 Lakh. The higher average business per staff of the urban branches was mainly due 

to their larger volume of deposits. On an average the urban branches were earning 

profits mainly due to interest earnings from larger volume of deposit and non-interest 

earnings by way of commission & exchange. Thus, the average income Per staff of 

·Rs. 2 Lakh for these branches was higher than the expenditure ofRs. 1.5 Lakh. For 

most of the semi-urban and rural branches the average income per staff was lower 

than the expenditure due to their lower volume of business per staff (productivity) 

and resultant lower interest income. The poor profitability performance of the urban 

and semi-urban branches during the recent years ( 1992-96} was mainly due to heavier 

growth of salary and allowances of 42 and 33.5 percent respectively over the preceding 

period 1986-90. This growth for the rural branches was very negligible. This heavier 

growth of salary and allowances of the urban an semi-urban branches was mainly 

due to concentration of staff in those areas for better civic advantages. This 

concentration has taken place due to managerial inefficiency in the planning of 

manpower and their deployment for effective use. Against this concentration, the 

growth rate of the business of the urban semi-urban branches was much lower ( 45 

and 118 percent respectively) than the growth rate of rural branches (268 percent) 

during the same period as mentioned above. Most of the urban and semi-urban 

branches could not utilised the scope granted for lending to non-target and non

priority sector at a higher rate ofinterest due to lack of professional skill and sufficient 

interest. 

The interest income from lending activities decreased at a constant rate for all 

the branches as against the increase of interest income from deposits with Head Office 

and other banks. The interest income from lending activities during 1986-91 were 

53.9%, 82.4% and 82.0% ofthe total income respectively ofthe urban, semiurban 

and rural branches and decreased to 33.6%, 68.2% and 62.2% during 1992-96 except 



0 

192 

for one sample rural branches (Thansewarhat) for which it increased from 40.6% to 

.88.9%. The interest income from deposits on the otherhand, increased from38% to 

54%: 11% to 30.3% and 26% to 26.8% respectively for the urban, semi-urban and 

rural branches. This indicates that the branches in general are not interested in normal 

lending activities This non interest for lending activities was due to risk of non

recovery to which the majority of the respondents of the branch manager have 

attributed their views. The survey of the branches ~lso revealed a virtual absence of 

profit and recovery planning. Most of the branches had their profits or losses as 

:residual elements of heir financial performance. 

The Performance Budgeting System (PBS) has been introduced by UBKGB · 

very recently like that ofother RRBs in the country. But due importance was not 

given for its diective implementation. The budgeting system of the bank was primarily 

based upon the Past Performance of the branches. The business Potentialities of the 

area (environmental data) which is an important constituent for such budgeting system, 

has not been dully considered while formulating the branch budget. The needs ofthe 

economy and the viability also gets negligible attention. 

In the settlement Process of the budget due importance and scopes are not 

given to. the branch managers for open discussion about the business potentialities of 

the area while fixing the targets. Lack of sufficient data, information and knowledge 

about the potentialities of the area and non-involment of other staff in' the budget 

formulation procedures ~tand way to the effective impl~memation of the system. 

The budgeting exercise is not carried out in true spirit as the requirements of various 

resources are worked out but they are provided partially or by temporary adjustment 

only. 

The periodicity of reporting differs from branch to branch for which either no 

steps or a minor steps are taken by giving only reminders for the same. The review 
. I 

procedure is far from the spirit of the performance budgeting system. Of the branch 

manager respondents, 33 percent have viewed that the review is either done at the 

head office without the involment of the respective branch managers or the review is 

not done at all. The periodicity of review is also not uniform· for all the branches. 
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Though the practice is to review the performance quarterly, 30 percent of the 

respondents viewed that it is done yearly or half-yearly. For the variance of actual 

performance in relation to budgeted performance no acti?n is taken. 

The inter-branch and in.ter-area office comparison plays a positive role in the 

improvement ofthe performance of the respective branch or Area Office: But this 

has not been adopted by UBKGB in true sense. The reward for outstanding 

performance in relation to the budget and discouraging or Punishment for very poor 

performance for motivating the managers of the performing units is absent in all the 

cases. 

The practice of direct operational control through audit and inspection and 

indirect control through structured periodic return and statements are not followed 

strictly by the bank. The interview revealed that the inspections and audits are done 

very irregularly and for non-compliance of the norms, minor action or no actions are 

usually taken by the management. 

The study leads us to the conclusion that the RRBs in the country have a 
' 

definite important role to play in the improvement of our rural economy. Thus, the 

solution lies not in abandoning but revitalizing them in a suitable manner. The 

prob.lems faced by them are from both exogenous and endogenous factors. The solution 

to the Problems has therefore to be sought by taking appropriate policy measures · 

qoth at the 1eavels of Govt./monetary policy and internal working of the banks. 

Deposits collection is the major source of funds to the RRBs and its gro\vth is 

dependent on the growth of credit. Hence, for a sustained growth of deposits, a steady 

growth of credit is to be maintained. The level of income has a stronger effect than 

the upward revisions in the rate of interest on the growth of deposits. Thus, for raising . 

the level of income of the rural poor there must be a circular flow of credit to the 

rural economy. The absence of institutional deposits to the bank suggests that both 

the State and the Central Govt. should direct all their respective departments. 

functioning in the areas of the bank to keep their funds grants with the RRBs. This 

will not only help these banks in solving the problems of funds but also will go in a 
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long way in image building of the public. To attract the better-ofT sections and · 

businessman of their area, it is also necessary to provide banking facilities in line 

with the commercial banks. 

Deposit .collection from the rural areas to a great extent depend upon the 

personal contact and initiatives of the bank staff concern. The lack of initiatives and 

interest ofte bank staffin collecting deposits from prospective customers needs some 

attitudinal change for bringing about the desired results. The training of the staff 

needs appropriate reorientation. With this end, •·Management Development 

Programme" for all type of managers and "Organisationai Work-shops" for all staff 

at a regular interval will help to change the attitude ofthe.staffin the right direction. 

A percentage of additional benefits to the bank beyond the targeted figure may also 

be granted to the staff concern to encourage them for raising more deposits. 

Introduction of inriovative deposit schemes (like K.S.P. in rural areas, rewards on 

renewal of deposits, penalty free pre-mature withdrawal and adftional benefits for 
1\ 

maturity withdrawal) will also be necessary for making them more competititive and 

attractive. 

The positive impact of credit on the earnings of income and in the improvement 

of the standard of living of the rural poor also suggests that the flow of credit must 

not be hampered at any cost. The recent poor performance of the bank in the 

implementation of the District Credit Plan and gradual decrease of priority sector 

lending by the public sector Banks have severely affected the rural development 

programme of the govt. It is therefore necessary that the RRBs including UBKGB 

will come forward to supply the credit according to the-needs of the rural economy 

(as per the target of the District credit Plan) to cover up the target groups still outside 

the preview ofbank's credit and thereby to increase the-CIO ratio from present 57 to 

100. 

The main factor contributing to the unhealthy situation of the RRBs is that the 

credit delivery system has not produced desired results in terms of quantity, quality 

and in the maintenance of circular flow of credit and for their end use. The successful 

1i1anagement of rural credit in India, specially the RRBs at the moment, requires 
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identification of appropriate beneficiaries, Constant monitoring of proper utilisation '-~ 

of loans, time bound repayments, cost effectiveness. relaxation in the practice of · 

subsidizing the interest rates to the comparatively better-off section for the lower 

slab of credit, reduction of overdues and non-performing assets and increase of staff 

productivity, accountability· and motivation. The Credit delivery system ofGrameen 

Bank of Bangladesh (GBB)"has proved that the poor can utilise the credit efficiently 

when their level of awareness is raised and they worked in a group. The strong 

management system, decentralization of power and responsibility and ·intensive 

training of the staff are· the main features that have enabled the GBB to function 

successfully. The incentive scheme of GBB in the form of distribution of I 0 percent · 

of the profits to staff, by tying up of bonus to quantifiable performance criteria has 

succeeded in increasing the staff accountability and motivation. The introduction of · 

social mechanism that lowers transaction cost, screen loan application and ensure 

repayments appears to be key to success. The group lending approach (i.e. lending 

through self-help groups (SHGs)) of GBB have had relatively low deliquency and 

default rate (recovery is more than 95 percent). 

The banking through self-Help groups (SHGs) by Oriental Bank's grameen 

project in Dehradun district o( Uttar Pradesh has also experienced better utilisation 

and almost I 00 percent recovery of loans. The group approach is cost effective as a · 

number of persons are contacted in one meeting. The SHGs are also very helpful for 

increasing rural savings. The group approach can ensure wide coverage of poor 

families through bank credit. Moreover, the members of the group learn to approach 

the bank independently for bigger loan due to direct interaction and guidance from 

the banker. 

The SHGs in West Bengal like that of GBB and Oriental Bank's grameen 

project have also proved the track record of working on almost 100 percent repayment.· 

Hence, for solving the problems of mounting overdues, huge non-performing 

assets and high transaction cost and for selection of appropriate beneficiaries, constant 

monitoring of proper utilisation ofloans and time bound repayment from target group 

lending it is imperative that the RRBs in the country will adopt the policy of.group 
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lending approach on an urgent basis in line \Vith GBB and other SHGs ofthe country. 

The group lending approach or lending through SHGs and Non-govt. Organisation 

, (NGOS) will defmitely help the banks in the indetification pf appropriate beneficiaries . 

. their requirements and for the effective use of credit which then will ensure timely 

repayment of loans---the basic need of the hour. The system will also help in the 

reduction of transaction cost, economizing working load including the task of 

monitoring--- the other important aspect for the successful operation of the RRBs. 

The next is the suggestion for appointment of "Recovery Facilitatiors'· or 

"Recovery club"· to be drawn locally to improve recovery position through timely 

contact with the borrowers that will also help in the reduction of transaction cost as a 

result of curtailment in frequent visits of the recovery staff. The study also suggests 

that for target group lending the RRBs must be freed from political and administrative 

interference in regard to selection of appropriate beneficiaries and in taking necessary 

Iegat steps for non-payment of dues wilfully. The lack of assistance from the govt. 

agencies suggests that they be made accountable and responsible for non-recovery 

of loan in time. 

The culture of non-payment of dues among the beneficiaries demands that 

their level of awamess has to be raised by organising camps in the rural areas to 

which the member of the panchayat along with other rural development agenCies of 

the govt. and the staff of the bank concern \Vill partiCipate actively at a regular interval. 

Stem action will have to .be taken for default wilfully and the practice of frequent 

relief of debt by the govt to be stopped forthwith and declairation to this effect be 

made immediately by the govt. 

The recovery management of the bank also need to be improved a lot by 

making continuous link with the borrowers in post disbursement stage. For effective 

supervision and follow-up for end use of credit the field staff of the branches' may be 

treed from their official duties to enable them to devote whole working days for the 

purpose. The accountability and responsibility of the staff also a necessary for target 

oriented recovery. The staff must be made accountable and responsible for not 

achieving the target. However, some incentives may be linked for performance beyond 
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the targeted amount to motivate the staff. Organising periodical seminar/workshops· 

for joint discussion with the officials of the state govt. departmentsiagencises for 

their involment and commitment and for taking joint action for non payment will 

also help for better recovery performance. 

The squeeze of profitability and viability has come from both the revenue and 

cost 'Side. The dominant determinants of lower margin are exogenous to the bank 

(increase in the cost of deposits due to increase in the share of term deposits and non

increase of interest income from advances). The monetary policy determines the 

limits for cost and return' on funds. The comparative- analysis signifies that there 

exists scope for reduction of interest cost by avail~ng maximum refinance facilities 

from higher tier which is slightly cheaper than cost of deposit and also by collecting 

low cost deposit by taking sufficient interest and initiative by the staff and 

establishment cost by be(ter productivity and managerial efficiency. 

·.The solution to the problems of profitability has therefore to be sought both at 

the level of monetary policy (for better interest margin) and internal efficiency of the 

bank. Keeping in view the nature of viability problems ofthe bank, determination of 

a margin sufficient to cover the transaction cost is a necessary condition. 

Chakraborty committee advised rationalisation of number of concessional rates 

of interest to priority sector. To this end, the committee recommended only two 

concessional rates :one equal of the basic (minimum) lending rates and the other a 

shade below this rate. The khusro committee estimated the ·gross interest margin 

required at the ground level by the RRBs is 8.65 percent to cover transaction cost and 

.risks and recommended a re-determination of lending rates subject to the ceiling of 

15.5 percent except for redefined priority sector borrowers. As for the redefined 

priority sectors, the committee recommended a lending rate of 1.5 points above the 

higher rate of interest on deposits of SCBs. Narasimhan committee suggested 

elimination of concessional lending rates even for the priority sector and for the 

govt. sponsored programmes like, IRDP and the stipulation by RBI of a spread 

between the bank rate, deposite rate are and the prime lending rate are the important 

elements of the interest rate policy. The Khusro committee recommended continuance 
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of directed lending for agriculture but suggested that concessional interest rates should 

be applied only to small and marginal farmers and that the rates applicables to loans 

for other farmers be stepped up within the ceiling of 15.5 percent. The Narasimham 

committee on the otherhand, has recommended the phasing out of all directed lending 

on the ground that the growth of agriculture and small industries has now reached a 

stage where the legitimate productive needs of these sectors ~ould be met by" banks 

on the basis of the bank's commercial judgement. Pending such phaSing out the 

committee has suggested a redefinition of priority sector and a refixation of credit 

target for this group at ,1 0 percent of the aggregate bank credit. 

Thus the upward revision of the interest rates on agriculture and other priority 

sectors rural loans was the main aspect of recommendation of the above mentioned 

committees. The committees also observed that rural borrowers would be able to 

afford higher rates if increase in rates is accompanied by an improvement in the 

quality of lending and the step up in lending rates· is likely to be heal~hier and may 

produce greater real impact on output and employment besides improving the health 

of the credit institutions. As regards loans to target groups under IRDP- overtime it 

has been increasingly realized that the availability in time ·and the adequacy of the 

loans that are more important than the cost ofloans (J.S. Tomar). The Grameen Bank 

of Bangladesh has also· proved that .the poor can utilise the credit efficiently at a 

higher rate of interest through an improved quality of lending. 

In the context of economic reforms and liberalisation we may have to adopt a 

somewhat cautious approach to ensure that the flow of credit to the rural economy 

(agriculture & other activities) are not adversely affected. At the same time the viability 

of the rural credit structure has to be ensured for their very survival as a rural credit 

institution. The spread between the lending rates and the average cost of loanable 

funds should be just enough to cover costs and risks. As the burden ratio of the banks 

(UBKGB and MOB) in our study differ widely owing to internal efficiency differences 

it is not possible to recommend a particular margin. Thus, a logical approach would 

be to widen the margin partially by monetary policy adjustment and partly through 

better fund management and operating efficiency through effective planing and control 
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system to increase the staff productivity and to improve the profitability perfom1ance 

ofthe bank. 

The freeing of interest rates for higher slabs of l9fms are not beneficial to the 

RRBs due to limited scope of lending in rural areas and as the average size of loan is 

very small (less than Rs. 2.5 thousand). In view of the above observation an upward 

revision of the rate of interest rate structure by at least two percentage points for 

lower slab (including priority sector) can provide a reasonable margin to the banks. 

In the altered structure however the poorest of the categories may be exempted on 

welfare ground and substituted by a provision for croi"ss subsidisation by including 

the non-target group beneficiaries with relatively higher economic status. The new 

interest rate structure also be imparted flexibility and dynamism by making it 

responsive to inflation and other macro economic policy adjustment that may raise 

cost of funds and operation ofthe banks. 

The lack of professional skill and interest of the branch staff stand way for 

lending to non-priority sector at higher rate of interest. Hence to get the desired 

0 result it is imperative that the branch staff are trained suiiably to reorient- their attitudes -

and to develop a positive outlook in this direction. To augment the lendable resources, 

the paid up share capital of the RRBs be raised from present Rs. one crore to Rs. two 

crore and the RRBs not yet eovered for cleaning up of their balance sheet (K.Thinglaya 

and Basu committee 1995)be immediately taken up to cover up the accumulated 

losses of such RRBs including UBKGB. A part of the SLR funds may be allowed to 

be invested in term deposit schemes run by the commercial Banks and post office 

and in the equity linked securities of the public sector financial institutions (like 

UTI, IDBI, ICICI etc.). The part ofthe SLRfunds maintained as current and callr-'. 

deposit may be permitted higher interest by two percentage points. Other than SLR, 

the surplus funds to be allowed to park in UTI schemes, fixed deposits in profitmaking 

term lending institutions, bonds of nationalised banks, PSU and other financial 

unstitutins of repute. Another most important point is that they be allowed to access 

to the credit port-folio of their respective sponsor banks., The overall impact of the 

additional paid up capital and of the diversified asset port-folio on account of SLR 
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and non SLR surplus funds is supposed to raise the r~tum~1bout 2 to 3 percentage -

points . 

In the direction of reducing the cost of funds the banks need to giYe more 

stress for raising low cost deposits and to adopt refin ~ ance planning design to make 

opti mal utilisation of the facility . The lo·wer cost efTectiness of the bank suggests to 

take appropriate steps in the control of operating cost by proper planning in manpower 

and their utilisation. The high degree of correlation coefficient between the income 

and business volume suggests that the productivity of the staff be raised to the level 

to cover up the cost including the rise in wages and other establishment cost in future. 

In this direction it is also necessary that their productivity to be pre-determined and 

fixed in accordance with the b1"o..td parameters like staff and non-staff cost. provision 

for bad debt, cost of funds, yield on advances etc. , so that the margin earned from 

business can very well meet their existing as well as future rise in wages. The better 

productivity in tum will make the RRBs a viable institution and remove uncertainties 

of existence and secure wage rise and other benefits automatically. 

The relocation of some rural branches in comparatively better growth centre 

and opening of some a<{tional branches in urban areas due to limited scope ofbusiness 

in rural areas are also necessary to increase the staff productivity. Hence. they be 

all -owed to take steps in this direction. To increase the non-fund based income and 

for better investment scope they may be allowed to open one branch in their respective 

state capital. The better productivity, internal efficiency and the group lending 

approach is supposed to reduce the transaction cost/burden ratio by 2 to 3 percentage 

points. 

Performance budgeting system as an effectiYe instrument of mangement 

planning and control system, plays a vit al role in realising the objectives of a bank. 

It enables a judicious use of resources. creates a healthy competition between branches 

and aids in evaluating the adequacy or otherwise of the existing policies and 

procedures. Though the system has been introduced by UBKGB like other RRBs in 

the country, it has not been implemented in true spirit. Hence. for its effective 

implementation and to get the desired results it is suggested that the business plan of 
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the branches be based on the potentialities of the area rather than the past performance. -

In the settlement process more scope to be given to the concern branch managers for 

open discussion. The review of actual performance at a regular interYal. definite 

steps for non-compliance ofthe norms and for not achieving the targets. reward for 

outstanding performance in relation to the budget in the from of promotion increments. 

bonus etc . arfpunishment for very poor performance by withhelding th/increments. 

promotion. bonus etc, for motivating the performing units are the other important 

aspects to which the bank should give due attention for the corporate goals offmancial 

viability. The lack of proper knowladge of the staff for formulation and implementation 

of the budgeting system also suggest intensive training, organising workshop and 

other interactive programme to achieve the desired g'f)als . 

To improve the effectiveness and feasibility of the various measures the role 

of the sponsor bank and the govt. is essential. The sponsor banks must share their 

infrastructure and expertise and advise the RRBs on various aspect of their assets 

and liability management. Likewise, the state govt. should take care for improving 

the necessary marketing and infrastructural fracilities. for giving g0\1 . business to 

the RRBs and in assisting them for recovery of dues. 

It all these measures along with the suggestions of CRAFICARD, K. 

Thingalaya and Basu committee are implemented there is no reason why the objective 

of the RRBs would not be adequately achieved. 



0 

202 

BILIOGRAPHY 

A. Articles and Journal. 

Ahuja, P.L. Management Issues. Economic Times, April, 26, 1990 
Angadi, V.B. "Problems and Prospect of Regional Rural Banks''lOth Bank 

Economists' Meet Bangalore 1987 
Bandopadhyay, S.C., Rural Credit System: An altel!lative approach, 18th Bank 

Economists' Conference (BEC) Dec, 1995. 
Bhattacharya, N., Rural Banking: Performance and prospect, Mainstream, Sept. 1989. 
Bhavani, R.V. (Ms), Restructuring Credit System for Rural Development, 18th, BEC, 

1995 
Bhole, L.M. and Bhavani, R.V., Grameen Bank ofBangladesh: A model for fmancing 

Rural Development - International journal of Development Banking, vol. 13, 
Bombay, Jan.1995 

Basu, S.K., Regional Rural Banks and Institutionalisation of Rural Credit- Commerce, 
. 5-11,1988 

Chowdhuary, Rabindra Kumar, Regional Rural Banks : what their functioning and 
role suggests ? Kurukshetra, july-1996 

Dasgupta, Manas, Some aspects of the economy ofNorth Bengal.- The Indian society 
of agricultural economics; Sept. 24-26, 1987 

Dantwala, M.L., Rural Credit - Economic Times., 30-31 ,March, 1990 
Desai, B. M. and Mekar, W.Jon, Institutional Finance for Agricultural Development 

:An analytical survey of critical issues.- International Food Research Institute, 
washington, D.C., USA.- 1993 

Dutte, Bhabotosh.,"Regional Rural Banks." -E.P.W. Sept,l978 Gadgil, M.V., 
Agricultural Credit in India. A review ofperformnaces· and policies.- Indian 
Journal of Agricultural Economics. Nov. 3,'1986. 

Qhosh, O.K., Overdues in Rural.Credit :The West Bengal Scenario, Kurukshetra, 
. July 1995 

Gujral, N .S.,"Harmonising social lending with commercial orientation."- 18th BEC 
1995 

Gupta, Krishna Gopal and Singh, Rajendra, - A new look to Regional Rural Banking. 
Khadi Gramodoyog, Sept. 1991 

Gupta, S.K. (Dr.), Profitability and Regional Rural Banks. Kurukshetra July-1996. 
Jacob, Yam., what makes Rural Financial Institution Successful ? The world Bank 

Research Observer . Jan, 1994 
Joshi, P.N., " Regional Rural Banks" Journal of Indian Institute of Bankers (JIIB) 

April - June, 1982 
Kaveri,V.S., Credit Management in Banks : Issues and suggestions. JIIB, April -

June, 1994 
Kharikhoje,D .P ., Credit for Rural Poor : The Grameen Bank of Bangladesh. - 16th 

BEC, Jan. 1993 



203 

Mahapatra,L., Profitability of Banks. Economic Times, March, 8, 1990 
Mahapatra, U.C., Rural Banking liberalising the inherent strength for sustained 

profitable growth. 18th BEC, 1995 
Mansur, M.A., Hossain A.K.M.M., Khanan. F., and Rahaman. M.M., Method of 

Financing and Recovery of Agricultural Credit : A case study of some Rural 
Bank Branches of Bangladesh.-Economic Affairs, Sept. 1995. 

Niranjan, N., Operational efficiency of Regional Rural Banks in India.- Rural India, 
April, 1992 

Patel, A.R.(Dr.),. Regional Rural Banks, making Them viable, Kurukshetra, July, 
1996 .. 

Promod, B., Efficiency ofRural Banking in India : Some critical issues,- 16th BEC, 
Jan, 1993 

Raghupany, R.,"Economic Viability of commercial Ba~king.'' -Commerce, August, 
. 1980. 

Ramamurti Shanta., Rural Credit Recovery Management. -18th BEC 1995 
Rao, Venkata ~.K.B.P., Regional Rural Banks, need for an overhaul.- Kurukshetra, 

o July, 1996 
Reserve l3ank oflndia (RBI)., Cost of Banking Services,- RBI Bulletin, April, 1978 

P.244 
'-

RBI," ViabiHty of Regional Rural Banks : A Study.- RBI Bulletin, March, 1981 
RBI,"Composition and ownership pattern of Bank Deposits."-RBI Bulletin, July, 

1989 
Sangwan, S.S., Viability of rural Credit structure: A case study ofRRBS.- Prajnari, 

1989. 
Sangwan, S.S., Banking through Self-Help Groups (SHGs), experience of Oriental · 

Bank Grameen Project in Dehradun District. - National Bank News Review, 
April - June, 1996. 

Sankaranarayana,V., Viability ofRegional Rural Banks. -Economic Studies, Winter, 
1990 

Shete,N.B. and Karkal, G.L., Regional Rural Banks : Problems and Prospectives of 
Rural Credit.- Prajnan, 1989 . 

Singh, S;P.," Profitability ofNationalised Banks." -EPW, August, 1974. 
Tarapore,S.S.," Rural Banking at the Crossroads." - RBI Bulletin, Sept. 1994 
Umarji, M.R., "Recovery of Advances." Economic Times, April, 26, 1990 
Varde,S. Varsha., Rural Banking requires a new outlook;- 17th BEC, Sept, 1994. 
Vellayudhan, T.K. and Sankanmarayanan,V.," Regional Rural Banks and Rural 

Credit.~ E.P.W. No.38, Sept. 1990 

B. Books. 
Anthony, R.N. and Deardon,J., Management Planning System : Text and Cases,· 

Bombay, 1977 
Bandyopadhya, R., Singh, Sampat, P., Goyal, R.,and Ratnakar, B .. Long Range 



0 

204 
Planning in Banks (Prajnan, April -June. 1982) NIBM- 1987 

Chattopadhyaya, P.," Variance analysis in Banks' Productivity".- New Delhi. April-
June 1979. 

Desai, S.S.M., Rural Banking in India, - Himalaya Publishing House. Bombay 1983 
Dhingra,l.C., Rural Banking in India, S. Chand & Sons., New Delhi, 1987. 
Garg, S.C., Indian Banking: Cost and Profitability, Anmol Publications, New Delhi, 

1989 
Gupta, S:C. and Kapoor V.K. : Fundamentals of Mathematical Statistics - Sultan. 

Chand and Sons., New Delhi, 1994 
.Kalkundrikar, A.B., Regional Rural Banks and Economic Development - Daya 

Publishing House,Delhi, 1990 
Kaura, Mahinder. N., "Management Planning and Control System in Commercial 

Banks." Atlantic Publications, New Delhi - 1984 
Kotaiah,P ., Linking Self-Help Groups with banks :An Indian Experience,- NABARD, 

Bombay, 1995 
Mockler, R.J., The Management Control Process, Newyork, 1972 Rayudhu, C.S. 

and Naik, C.N.K., Management ofRural Banking, Deep & Deep publications 
-New Delhi; 1991 

Roy, B.P.S., Regional Rural Banks in West Bengal; Mittal publications, New Delhi, 
1994. 

Shah, S.C." Working and Profitability of Banks."- Indian Bank Association. Bombay 
- 1977. 

Singh, J.P., Chakraborty, M.L. and Atibudhi, H.N., Rural Banking, Ashish Publishing 
House, New Delhi 1988 

Singh, J.P.·, Rule of Institutional Finance in AgricultUre, Ashish Publishing House, 
New Delhi, 1986. 

Suneja, H.R., Management ofBank Credit Himalaya Publishing House, Bombay, 
1992 

Verma, H.L. and Malhotra,A.K., Fund Management in commercial Banks Deep and 
Deep Publications, New Delhi, 1993 

Vood, O.G.(Jr.) and Peter, I.R., Analysis of Bank Financial Statement, Newyork, 
1979. 

Vyas, M.R., Financial Performan.ce of Rural Banks, Arihant Publications, Jaipur, 
1991 

C. REPORTS and ACT 
Report of the All India Rural Credit Review Committee, RBI, Bombay, 1969 
Report of the Banking Commission, Govt. of India, New Delhi, 1972 
Report of the study Team on Overdues of Co-operative Credit Institutions, RBI, 

Bombay, 197 4 
Report of the Working Groups on Rural Banks (Narasimham) Govt. oflndia, New 

Delhi, 1975 



0 

0 

205 

Report of the Working Group on operational and Accounting Procedures for RRBs, :. 
RBI, Bombay -1976 

Report of the Review Committee on Regional Rural Banks (M.L. Dantwala) RBI. 
Bombay, 1977 

Report of the Committee to Review Arrangement for institutional Credit and niral 
Development (CRAFICARD), RBI, Bombay, 1981 

Report of the ·committee to Review the working of the Monetary System (S. 
Chakraborty) RBI, Bombay, 1988 

Report of the working on Regional rural Banks (Kelker working groups), Govt. of. 
India, New Delhi, 1986 

Report of the Committee on Agricultural Credit Review Committee (A.M.Khusro ), 
RBI Bombay, 1987 

Report of the Committee on the Financial System (M.Narasimham), Govt. of India, 
New Delhi, 1991 

Report ofthe Committee on Restructuring ofRRBs (M.C.Bhandari) Govt. oflndia, 
New Delhi, 1994 

Report ofthe expert group (Chairman, Dr. N.K. Tingalaya) RBI, Bombay 1995 
Report ofthe Committee forrevampingthe RRBs (Chairman Sri K. Basu) NABARD, 

Bombay 1995 
Report on Trend and Progress ofBanking.in India (different Issues) Ral, Bombay 
Report on Currency and Finance, (different issues), RBI, Bomay. 
Annual ReportS ofUttar Banga Kshetriya Grameen Bank (UBKGB) (different issues) 
Annual Report ofMallabhum Grameen Bank (MGB) (different issues). 
Annual Report, Grameen Bank, Bangladesh, 1994. 
Regional Rural Banks Act. -1976. 
Grameen Bank Bidhimala, Dangladesh, Dr. Muhammad Yunus 

D. Dissertation I Unpublished thesis 
Bedi, S. Factors deteriorating economic viability ofRRBs. A case study ofHariana, 

M.D.Universitty, Rohtak, 1992 
Das, R. Kumar, Performance appraisal of Uttar Banga Kshetriya Grameen Bank 

( 1984-90) M. Phil dissertation, N .B. U (Com), 1991 
Mukherjee, Debkumar, A Review of decentralized planning in North Bengal : 1985-

90 M.Phil dessertation, N.B.U. (Economics) 1991 
Sarkar, Malay Ranjan, ·Rurla Banking and economic development with special 

reerence to UBKGB, N.B.U. 1990 



0 

Appendix I 
Schedule for survey at the Beneficiary level 

(To study the impact,' the cause for poor recovery of loans and 
some other related problems). 
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Districts ...................................................................... P.S ........................................................ . 

Block ............................................................. Anchal. ................................... Village ............................. .. 

1. Serial No ................................ . 
..,_ Date of Survey ............................... .. 
... 
.), Name of the beneficiary.: ....... : ... ~ ..... : .................................................................................... . 

Age ................................... caste-SC/ST/General/Muslim ............................... : ....... , ...... . 

4. No of family members: Male ............................................. Female ........................................ .. 

5. No. of earning member .............................................. . 
. . 

6. Occupation: Principal: ...... ; ........................................ subsidiary ................................ : ............ . 

7. Educational qualification: 

secondary College TechnicaVOther 

8. Land Holdings ............................................... . 

9. Average Annual fimily income : 

a) Less than Rs. 6000 c::::J 
c) Rs. l 0,00 l - Rs. 15000 . c::::J 

10. Name of the Scheme Provided: 

a) Agriculture 

b) SSI/R.A./Busirtess 

c). Others purpose (specif) 

11. Financial assistance provided : 
a)' lance I ""IT=-w-=i-ce...,l 

b) Rs. 6000 - Rs. l 0,000 _c::::J 
d) Above Rs. 15,000 CJ 

I Morel 

b) Amount of Loans Rs .......................... subsidy Rs ................ , ......... Total Rs ........................ .. 

c) Date of Loim .......................... . 

12. Total Loan (Principal) repaid till date 

a) ·Amount Rs ......................... .. 

b) Percentage ......................... .. 

13 .. How much of the loan repayment is in arrear? Rs ........................... Percentage ................ ; ........ .. 

14. If the beneficiary is a defaulter, the reasons for default (asign rank l-11 in order of importance) 

a) Improper repayment schedule (high insttalment, period). CJ 
b) Low investement of funds resulting in low income gerenation. c=::J 
c) Low Productivity and failure ofthe asset/scheme c=::J 
d) Crop failure due to natureal calamities CJ 
e) Unforeseen domestic problems CJ 
f) Political influence 

g) Expectation of debtrelief 

h) Liberal attitude of the Govt. agencies 
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i) Lack of initiative oft bank staff 

j) Faulty Selection of scheme having no experience and no interest. 

k) Any other (Specify) 

Impact of loan: 

15) What benefits did you derive from the utilisation of loan? (Please tick). 

a) Increase in production [=::J 

b) Increase in income [=::J 

c) lncrrease in savings C=::J 
d) Improve in the standard of living (whether purchased Bicycle, radio, [=::J 

T.V., Fan, Furniture, Repair& constrution ofhouse dairy animal, 

bullock-cart etc.). 

e) Any other benefits, if any, (Please specify) 

Some opinion questions: 

.16. Does the loan amount sanctioned were sufficient ? 

I 7. Did you get the loan timely according to your need ? 

18. Was the scheme selected on the basis of your own choice? 

19. Did you take help of anybody for getting the loan? 

20. Did you. have to pay any commission for the loan? 

If yes, what is the percentage ? ................................... . 

21. Did you get help and guidence ofthe bank staff for getting loan? 

22. After the delivery of the loan how many times bank staff visited you? 

.., ... 

.._.). 

Once Twice. Thrice or more Never 

Have you taken loan from other source at higher rate of interest ? 

Ifyes, then (a) Source ................................... . 

(b) Rate of Interest ............................. : ..... . 

24. Are you prepare to take additional loan even at higher rate of 

interest from the bank? 

25. Are you satisfied with the service ofthe bank staff? 

26. Do you save with any bank other than one from which you have 

taken loan? 

l f yes, reasons there of, 

(a) For safety 

(b) For better banking facility 

(draft, Mt, Locker etc.). 

(c) Any other (specify) 

c:J 

I Yes I 
I Yes I 
I Yes I 
I Yes I 
I Yes I 

I Yes I 
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Interview Schedule at the Bank level 
To study the problems and prospect of Uttar Banga Kshetriya Gramin Bank (UBKGB}. 

I. Do you hav·e any system of Management Audit ? I Yes I 
2. If yes,did you implements the suggestions? I Yes I 
... 
. L Do you face any direct/indirect pressure .from the Govt. agencies I Yes I 

or local panchayat Leader/ MLAIM.P. for lending on unviable scheme? 

4. If yes, is· that pressure a regular feature or occasional? I Regular I I Occasional! 

5. Do you suggest any change in the existing lending I Yes I CE2] 
procedures for better recovery of loans? 

6. If yes, what type of changes do you suggest? (please tick). 

a) Full freedom in the selection ofbeneficiaries. 

b) Full freedom in the selection of scheme to be provided. 

c) Linking of self help group (SHG)/Noit-Govt. organi$ation (NGO) 

d) Any other (specify) · 

7. How the credit worthiness of the borrower is judged ? (Other than asset holding). 

a) Past records of repayment 

b) Any other (specify) 

8. What is the percentage of loan application rejected by the bank? 

I No. scope to reject I I Negligible percentage I I very good percentage I 

9. If rejected on what ground they are rejected? (please specify) 
' . ·················································································································································· 

.................................................................................................................................................. 
• • • • • • • • • ~ •••••••••• ~ ••••••••••••••••••••••••••••••••••• 0 ••• 0 ••••• 0 ••• 0 ••••••••••••• 0 0 ••• 0 ••••••••• 0; •••• 0. 0 •••••••••••• 0 •••••• 0 •••• 0 •• 0 ••••••• 0 •• 

10. Is the amount ofloan sanctioned generally sufficient to 

generate the required income? 

1 I. What in your opinion are the major problems for poor recov~ry of loans ? 

(mention 3-4 of such most important factors on order of importance). 

a) Inadequate pre-sanction scrutiny and appraisal ofloan proposal. 

b) Political interference 

c) Inadequate amount of loan 

d) Selection of unsuitable and unviable scheme 

e) Lack of initiative & interest of the govt. agencies. 

f) ·Lack of initiative of the bank staff 

g) Liberal govt. attitude 

h) Absence of proper infrasructure and marketing facilities. 

i) Inadequate Laws to take appropriate steps 

j) Any other (specify) 
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I.., · What are the causes of lower growth of deposits in recent ~;ears? 

(please rank in order of importance). 

a) Low level of economic activity 

b) Lack of initiative ofthe bank staff 

c) Aversion of well-off section for lack of banking facilities 

d) Lack of innovative deposite scheme 

e) Any other · 

I 3. For better financial performance, do you suggest lowering the. 

level of priority sector lending at concessional rate of interest? 

14. Do you find scope to invest in non-priority sector at higher 

rate of interest? 

I 5. Do you take any initiative in lending to non-priority sector at 

high rat of interest? 
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[=:J 
[=:J 
CJ 
CJ 
CJ 

I Yes I [fu] 

I Yes I CNQ] 

I Yes I CEQ] 

16. What is your suggestions for improvement of financial performance? (Please spe<;ify) 

Appendix III 

Interview·Schedule at the Head Office Level 
On 

Management Planning & Control System. 

I. Do you have a long-range planning (say 3-4 years) and control 

system before the implementation of Development Action Plan. 

(DAP) recently in your Bank ? 

2. In preparing DAP how much importance did you attach to the following? Please assign rank 

I to 5 in order of importance. 

i) Change in the Govt. policy 

ii) Past performance of the bank 

iii) NABARD guidelines 

iv) Needs of the rural economy 

v) Any other (Please speCify) 

3. How often is performance in relation to long-range planning· revie\ved ? please tick 

I Quarterly I I Half-yearly I Yearly Never 

4. In formulating the long-range objectives and the long-term plan, What level of Management are 

involved? (Please rank 1-5 in order of d~gree of involvement). 

(i) Chairm'an [:=1 (ii) General Manager c:=J (iii) Senior Manager c:=J 
(iv) Area Managerc==J (v) Branch Manager c=J 

··-
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5. . Do you formulate seperate business plans for non-target/non-priority 

sector? (Please tick) l Yes I 
6. In drafting the bank performance budget do you issue any policy 

guidelines to the branches/Area office? l Yes I 
7. The target of performance on advances are worked out on the basis of 

a) District credit plan 

b) According to your own policy. 

8. For formulating the bank budget are the following requirements worked out? 

a) Manpower 

b) Physical facities 

c) Feedback information 

d) Involvement of officers in planning 

& Development. 

Yes No, 

9. If any of the resource requirements are worked out, how soqn are they provided ? 

I Withinamonth I I One to three month I I 3-6 months. I I Never I 
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I 0. In settling the Area/Branch budget, how are the decisions regarding deposits, advances recovery, 

resource requirements made?(Please tick) 

a) Targets/Assessments are made jointly by the HO/AO/BM by 

participation and discussion. 

b) Targets/Assessments are first made by the HO and then 

discussed with the Area office and B.M. for finalisation. 

c) Targets/Assessments are made by the HO authorities and 

announced with hardly any opportunity to raise question. 

II. How often are the variance between the actual performance and budgeted performance 

calculated? (Please tick) 

!Monthly I l Quarterly I l Half-yearly I Never I 

12. What action are taken on variance ? (Please tick the appropriate answer). 

a) Not applicable, no reviewed takes place 

b) No action is usually taken 

c) Strategies-for deposit mobilisation and credit policies are revised. 

d) Resourcen (such as men) are re-deployed 

e) Any other (Please specify) 

13. For monitoring performance, indicate the kind of comparison you make. (Please tick). 

!1 nterbranch comparison I I Inter Area Office comparison I None 
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I 4. Do you have a, reward and punishment system for the staff based on a comparison of actual 

against budgeted performance? I Yes I [HQJ 
I 5. Please describe the importance reports/statement used in your bank for measuring performance 

of branches on specific tasks and functions 

Name ofthe Report Frequency To whom sent. 

a) Weekly/Monthly/Quarterly!Hiy. 

b) Monthly/W eekly/Qly 

c) Quarterly/Monthly/Weekly 

I 6. Do you make scrutiny/check of these reports/statement properly for 

timely and appropriate feedback to the branches? I Yes I 

Appendix IV 

Interview Schedule at the Branch Level on 
Management Planning & Control System. 

I. What type of budgets/plans are usually prepared for your branch? 

a) Performance budget b) operational budget c) Target/Achievment d)Any other e) None. 

2. In drafting the branch budget how much importance-to to you give to the following? 

(Please assign rank l-4 in order of importance). 

a) Past performance of the branch. 

b) Policy guideline from the Head office/Area office 

c) Environmental data for the branch 

d) Changing needs. 

e) Any other (Please specify) 

3. To what extent de;> you find the Head office/Area office guideline imformative and useful in 

preparing the branch draft budget? Please tick. 

I Very useful & informative I I Some what useful Not useful & informative I 
4. Would you suggest any ~hange in the existing proforma used for performance budgeting? 

Please specify. 

5'. 



0 

212 

· 6. What is the period of reporting of actual performance against budgeted performance ? 

I Monthly I I Quarterly I I Half-yearly I 
7. The review of actual performance of the branch in relation to the branch budget is (Please tick). 

a) Mostly made in the Area Office/Head Office/ 

I Area Office I I Head Office I 
b) Shared equally by the Head Office/ Area Office & Branch 

8. ln setting the branch budget, how are the decisions regarding, advance deposit, recovery & 

manpower requirements made? (Please tick). 

a) Targets/ assessments are first made jointly by branch M·anager & 

Area Manager by participation & discussion. 

b) Target are first made by·higher authority and then d'iscilssed with 

the Branch Manager for finalisation. 

c) Targets/assessments are madee by higher authorities and announced 

without giving any scope for discussion. 

9. Do you involve the clerical & supervisory staff in preparing the draft budget ? I Yes II No I 
I 0. r n achieving the branch budget did you g~t the following support from Head Office/ Area Office? 

Full support Partial support . No.~upport. 

a) Physical facilities. 

b) Feed back information. 

c) Manpower. 

I I. Do you feel that the performance budgeting in your branch has been effective in achieving the 

objective of the system? (Please tick). 

I Very effective 1· I Some what effective I I No. effective I 
I 2. What type of operational reports/ statement are prepared and at what frequency they are sent to 

controlling office. 

Name ofthe Report Frequency To whom sent.· 

a) Monthly H.O./A.O. 

b) Quarterly H.O./A.O. 

c) Half-yearly H.O./A.O. 

13. Does the management take appropriate steps for non-compliance of the norins? 

lliU []i2J 
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Appe11di\: V - Interest rate. structure on Deposits 
during 1984-1996 (Term Deposits on_ly) and interest on Borrowings 

Sl. 1\'.C.f. 2 7.5 .85 w.c.f. II'.C.f 10.10.90. 13.4.91 4.7.91 9.10.91 12.4.92 1.7.92. 9.10.92 1.3.93. 2.9.'13 27 .9'13 17.2.9~ 11\.l.'l~ 2!!.1 0.'15 
No. 26.1082 to 1.4.87 4.4.88 to to to to 16.10.95 

26.5.85 31.3.87 to to 12.4.89 3.7.91 8.10.91 21.4.92 
3.4.88 10.10.89 

I. 46 days to 90 days -- 4.5 4.5 4.5 
2. 91 days to less than 6 months 5.5 7.0 7.0 
3. 6 moths above· to less 

than I yr 7.5 8.5 8.5 12.75. 12.5 11.5 10.5 9 R .9 10 11-11 
4. I year & Above but less 

than 2 yrs. 8.5 9.0 9.5 9.5 9.5 9.5 10.5 12.5 13.0 13.0 12.0 II 10 10 II 11-12 
5. 2 yrs and above but less 

than 3 yrs. 9.5 9.5 10.5 10.5 11.5 12.5 
6. 3 yrs· and above but less 

than 5 yrs. 10.0 10.0 
7. 3 years and above 11.0 12.0 13.0 13.0 
R. 6 months & above but less 

than 9 month 6.5 
9. 9 months & aboe but lcsss 

than I yr 7.5 
I 0. 5 yrs & above 11.0 
II. 2 yrs & above 10.0 10.0 12 12.5-
12. 91 days but less than I yr 8.5 
13 46 days & 1\ vovc to less 

than I yr 8.5 !1.5 9.5 11.5 
14. 46 days to 177 days 12.5 12.5 11.0 I 0.0 K 7 K I) (()- (() 

Interest on Borrowings : 
NABARD General NABARD Special Sponsor Hank 

ST (S/\0) ST(nonS/\0) Mid-Term Schcnmtic DRI 
5o/o 7% 7% 6.6% 4% Same as N/\B/\IW 

Interest rate on Savings deposits was 5.5 percent from 5.1!.1980 to 31.10.1994 and is reduced to 5 pcrccnl 11 .c.f. 1.11.1994 

Source : llcad ofliec (UBKGB) N -!oN 
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Interest rates on Advances during 1883-95 

w.e.f w.e.f w.e.f w.e.f w.e.f w.e.f w.c.f w.e.f w.e.f w.c.f w.e.f w.c.f 
21.10 83 1.3.88 22.9 90 4 7.91 9 1091 22 "' 92 s "' '*3 ::-& b 9} 2 9 93 IS I 0 94 J~ 10 95 

I. Shon Term Crop 
Loan upto Rs. 5000 11.5 
above Rs. 5000 and 
upto Rs. I 0,000 12.5 
Above Rs. I 0000 and 
up to Rs. 25000 14.0 
Aove Rs. 25000 16.5 

2. Term Loan for agriculture 
and allied activities 10.0 

3. Term Loan others pupose 
upto Rs. 5000 12.5 

!4. Road Transport up to two 12.5 
vehicles three 
& above 15.0 

5. Shon term ·loans to 
farmers 
i. up to Rs. 7500 10.0 10.0 10.0 11.5 
ii. over Rs. 7500 upto 11.5 11.5 11.5 13.0 
Rs. 15000 
iii. Over Rs. 15000 & 
upto Rs. 25000 12.5 12.0 13.5 
iv. over 25000 14.0 
v. Over Rs. 25000 & 
upto Rs. 50000 14.0 14 to 15.5 
vi. over Rs. 50000 & 
upto Rs. lacks 15.0 15 to 16.5 
vii. For loan to agriculture 
SSl Transport operators 
a. From 25001 to 50000 13.0 13.0 
b. Over Rs 50000 - 14.0 14.0 
viii over Rs. 2 lacks for 17.0 18.5 15 to 20 15 10 19 15 to 19 
hansing finance 
ix over Rs. 75000 & 
upto Rs. 2 lacks 13.5 

6. over Rs. 2 lacks 15 to 16.5 15 to 16.5 
7. 25001 to 2lacks 16.0m 15m 14-15 
8. Up to Rs. 25000 16.0f 15f 14-15 
9. upto Rs. 25000(Priorty) 12.0 12.0 12.0 
I 0. Over Rs. 25000 & upto 12.0 

Rs. 21acks 
I I . Over Rs. 2 lacks 13.5 13.5 
12. Rs. lacks & over 

(non priority) free free 15.25 
I 3. Rs. personal consumer 

durabel Investment loan 
(PCIL Gramin Bank) 20 

I 4. Advance against 
NSC/KVP/LICP 18.0 18.5 

I 5 . Demand Loan against 
KSP Deposit 17.5 20.0 

I 6. Govt. sponser scheme 
CIRDP (IRDP, SC/ST 
Loan) up to Rs 75000 
@ 10% bofore 1983. 12.0 13.0 

0 
Source : Head Office (UBKGB) 

Note : M=Minimum, F=Fixed 
On an average the interst rate on Advances upto Rs 25000 during 1983-1995 (both forST & TL) was 12% and Above 

Rs. 25000 to 5000 was 14% and Abover 50000 to 2lacks was 15% other than houscbuilding & personal & won priority 
beyond Rs. 2 lacks for which te average rate was I 7%. 
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--
Progress of UBKGB at a glance 

Since inception. 
Rs.- in Lakh. 

Year No. of No. of Deposits G'edit CID Business Total Total Profit(+) Recovery 
Branches Staff Rs. Rs. Ratio _Rs. Income Exp. Loss(-) percentage 

Rs. Rs. Rs. 

Dec.I977 2 3 13 33 259 4.6 121 0.5 +0.75 60.6-

Dec.1978 2 5 21 6.7 326 8.8 2.5 0.8 +1.7 59.1 

Dec.1979 10 46 .73 103 140 17.6 29 21 +0.8 70.5 

Dec.l980 39 156 63.4 68.1 107 131.7 62 14.7 -8.5 60.6 

Dec.l981- 57 ZJ6 200.0 265.9 133 465.9 223 36.0 -13.7 68.1 

Dec.l982 62 293 315.0 6442 205 959.1 63.8 727 -9.0 628 

Dec.l983 76 369 5132 946.1 184 14593 1043 116.8 -12.5 46.6 

Dec.l984 83 396 895.6 1423.5 159 2319.1 155.7 157.9 -22 492 

Dec.J985 100 488 . 1149l.J 18052 157 29543 2183 217.0 +i3 392 

Dec.l986 100 490 1584.6 2105.1 . i33 3689.7 274.1 267.8 +63 31.6 

Dec.I987 101 . 441 2085.9 24532 117 4539.1 3352 3102 +25.0 31.0 

Mar.1989 109 449 Tl57.9 2867.0 104 5624.9 490.5 472.9 +17.6 30.9 

Mar.I990 111 538 3595.6- 3310.1 92 6905.7 445.9 485.0 -392 28.0 

Mar.l991 111 578 4450.1 2401.9 . 54 6852.0 455.1 579.1 -124.0 60.0 

Mar.1992 111 616 5196.6 2682.9 52 7879.5 4732 719.8 -246.5 182 

Mar.l993 111 643 5807.8 36533 63 9461.1 6152 9192 -304.0 23.6 

Mar.l994 111 646 7506.4 4336.5 58 11842.9 830.6. 11072 -276.6 30.0 

Mar.l995 111 651 8827.1 5040.9 57 13867.9 1010.9 1359.0 -348.1 29.5 

Mar.1996 111 651 10954.0 6286.8 57 17239.9- 894.8 1454.0 -5592 273 

Source: Annual Reports of the Bank (UBKGB) 

Note: Recovery Percentage during 1991 includes debe relief received from the Govt Under 
ARDRS in that year 

0 
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Appendix VIII 

Distribution of Population in Percentage to total of the three opera
tional district of UBKGB and other relevant information about the 

economy of these districts. 

Population % Land 
District SC&ST Rural Urban Literacy Work Density Per Area Net Planta Forest 

rate partie- per Sq. capita in Sq. area tion 
ipation Km income K.M. avai-
rate 1975-76 lable 

base for 
fX>-67 Culti-

vation 

Coochbehar 524 922 7.8 45.8 32.1 641 338 3387 68.2% NA 1.7 
Jalpaiguri 58.0 83.6 16.4 45.1 33.8 450 370 6ZI7 36_20/o 19.5% 28.8 
Darjeeling 29.9 (1).5 30.5 57.9 34.2 413 268 3149 21_20/o NA 38.2 
West Bengal29.2 725 27.5 57.7 32.2 767 339, 

Source : Cencusoflndia 1991 by Dr. M. Vijayanunni, Govt. of India Press, New Delhi, 1996. 

Note : Per capita Income; Development of North Bengal : A background report 

P~pulation according to livelihood in °/o 

: 

Main Culti- Agri Houshold Other Marginal Non 
Workers vators Labourers Industry Workers Workers Workerss 

Coochbehar 30.5 14.7 8.0 0.70 7.2 1.6 67.9 
Jalpaiguri 31.5 93 53 0.40 16.6 23 66.2 
Darjeeling 33.7 83 4.0 0.2 1 21.2 0.5 65.8 
West Bengal 302 8.6 7.4 12 13.0 1.96 67.8 

Source : Statistical Abstruct, West Bengal1994-95 

Bureau of Applied Economics and Statistics Govt. of West Bengal 

Growth of P&pulation (percentage increase over previous decade) 

1971 1981 1991 
Rural Urban Total Rural Urban Total Rural Urban Total 

Coochbehar 39.9 353 38.6 52 26.5 253 15.76 323 22.55 
Jalpaiguri 28.1 35.8 28.7 203 852 26.6 23 472 24.44 
Darjeeling 253 27.6 252 23.4 56.8 31 17.6 513 26.9 1 
West Bengal 26.4 28.4 26.9 20.4 31.7 232 23 29.5 24.73 

Source : District Census Hand Book and Census West Bengal 
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Appendix-IX 

Eligibility Criteria of Refinance for RRBs and CBs in General Purposes. 

The NABARD has linked the eligibility of refinance with recovery Performance ofRRBs and CBs 
vide· its reference No. NB/IDD/COM 453/CAL B (31) 85/86 dated 21.3.1986 which reads as fol
lows: 

Recovery as Percentage of Demand : 
(a) Category-! 
Not Jess than 75% -
(b) Category-11 
(i) Up to Dec 31, 
1987 
60% to 74% 
(ii) Commencing. 
January, 1988 
and thereafter 
65% to 74% 

(c) Catagory-III 
(i) Up to Dec 31, 
1987. 
36% to 59% 
(ii) Comm.encing 
Jan. I, 1988 and 
thereafter 
41% to 64% 
(d) Category-IV 
Up to Dec.31, 
1987 
Up to 35% 

Eligibility 

Unlimited refinance fonn NABARD 

(a) Up to highest lending level in respect 
of Medium and Long tenn agricultural 
loans in a\ly of the preceding five fiseal yrars. 
(b) Up to the amount of recovery of Medium 

· and Long-tenn agricultural loan in the 
preceding fiscal years. 

OR 
(c) The average of the amount of recovery 
during the three fiscal years, whichever is higher. 

(a) Up to the amount of recovery of medium 
and long tenn (M & L T) agri. loans in 
the preceding fiscal year. 
(b) The average of the amount of recovery of 
M & L T agri. loans during the preceding 
three fiscal years which ever is higher. 

(a) In the fiscal year in which it falls in 
the Category : 
(i) 75% ofthe amount of recovery ofM & LT 
ag. loans in the preceding fiscal year ... 

OR 
(ii) 75% of the average of the amount of 
recovery during the preceding three 
fiscal years, which ever is higher. 
(b) In the 2nd fiscal year : . 
(i) 50% of the amount of recovery in the 
preceding fiscal year. 

OR 
(ii) 50% of the average of the amount of 
recovery during the preceding three 
fiscal years, which ever is higher. 
(c) In the third fiscal year-

. (i) 25% of the amount of recovery in the 
preceding fiscal year. 

OR 
(ii) 25% oftheaverage ofthe recovery 
during preceding tf!ree fiscal years 
whichever is higher. 

Provided, however, if any CBIRRb demonestrates an improvement in its recovery of not less than 
Seven Percentage Points in a fiscal year, refinance will not be reduced under a, band c above. This 
eligibility Criteria however is not applicable for short-tenn and all indirect loan for agriculture and 
allied activities. 

Sr,1uce : Head Office UBKGB. 
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Appendix-X. .. .. c;. 

Financial Resources ofGrameen Bank of Bangladesh (GBB) 

Amount in taka million 

0 Resources 1986 /991 1994 
Amount % Amount % Amount % 

Paid up Capital 35.5 3.9 114.4 2.4 216.52 1.32 
Reserves 2.7"' 0.3 8.7 0.18 70.36 0.42 
Revolving Ftmd ... 1278.1. 26.4 3089.3 18.64 
Borrowings 716.8 79.6 1876.1 38.8 8215.7 24.57 
Deposits 145.0 16.1 1381.1 28.5 4132.6 24.93 
Other liabilities 183.1 3.8 849.7 5.13 
Total 900.0 }00.00 4841.5 100.00 16574.1 100.00 

Source : L.M. Bhole and R V .Bhavani, Grameen Bank of Bangladesh and Annual Reports(GBB). 

Progress ofGrameen B~mk of Bangladesh (GBB): some indicators 

rear No. of No. of No. of No. of No. of Credit Credit Credit Credit 
members borrower groups village branches disbursed recovered outs/an- disbursed 
in million in million (cumul- (cumul- ding recovery 

.. . .: alive) ' alive) ratio 

I~ .014 .011 2935 263 25 21.05 73 13.75 34.7 
1983 1025 77 
1986 0235 1470.0 1169.0 301.0 79.5 
1991 1.066 1.0416 213286 25248 915 102302 86452 1585.0 84.5 
1994 2011 1.8HJ7 412145 34913 1045 39968.4 32075.1 78933 8025 
1996 2.064 35609 1056 557803 473592 8421.1 84.9 
Feb 

•r ' 1994 (%) 1993 (%) 

' Interest earning : 
on loans and advances 14.9 12.04 
on investment 82 9.50 
on deposits 1.34 1.10 

Interest expenses: 
on deposits 6.52 4.82 
on borrowing 636 431 

Salaries and allowances : ; 

(as percentage to total expenses) 3138 44.06 
Other expenses 27.94 25.10 .·. 
Total income to total expenditure 101.09 100.73 
Net profit to net worth 7.55 4.79 

~ource : Annua) I statemem~ \'G'O'O) ana anit:a're tli 'O'no'n: a:n6 'O'nava:ni 


