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CHAPTRR - I

RESEARCH DESIGN

This chapter contains the research design of the study.
At the outset an attempt has been made to elaborate the 
justification for taking up this study In the background 
of the growth of commercial banking in Indio, the new 
dimensions in the role of the banks that have emerged during 
the post nationalisation period, and the changing organisati
onal needs at the bank level to enable then? play their role 
more effectively and in consistence with the official 
policy and regulatory frame, This justification for the 
study has been presented in section I of the chapter entitled 
"Rationale of the Study”, This chapter has been divided 
three sections and the section II contains the main objects 
of the study, the main and sub-hypothesis formulated to 
achieve the identified objectives, the scope and coverage of 
the study, the sample and its justification, the source?, of 
collection of secondary and primary data and information and 
the techniques used-to analyse the data. In the last section 
the scheme of presentation of the remaining part of the 
thesis has been given,

SECTION I

RATIONALE OP THE STUDY

An organisation can bo conceptualised as a function of 
power system. Certain quantum of power rests at the highest 
management level in the organisation. This quantum gets 
distributed to various levels at varying degree and in
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diversified methods depending upon the growth, the nature of 
the industry and the culture of the organisation, etc., with 
the ostensible objective of optimizing performance. In other 
words, Just as there is division of work amongst the organi
sation’s key positions and the task force gets divided 
accordingly, there can be division of power on similar lines.

In an organisation like a large Indian commercial bank, where 
vertical and horizontal growth takes place at a phenomenal 
rata, delegation of powers in key or pivotal decision making 
areas becomes inevitable especially in lending function, 
mainly because this has been the core function of the bankers.

In India significant structural and functional changes 
have taken place in the commercial banking system beginning 
since the establishment of the State Bank of India in 1955 
and in a more vigorous and directed manner during the post
nationalisation period, The banks, especially those in the 
public sector, have been vested with the responsibility of 
functioning n-: institutions for socio-economic transformation, 
of the society, of course within the statutory, regulatory 
and policy frame. It may be worth mentioning here thqt 
the nationalisation of the 14 major banks in July, 1969 
was really a landmark in the history of Indian Banking as 
it had profound impact on the growth of the "banking system, 
The progress which followed, was both phenomenal and multi 
dimensional. Table 1.1 depicts the growth of commercial 
banking in India during the post nationalisation period.
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Table j 1.1

PROGRESS OF COMMERCIAL BAHKIix'O 1971-193?

Last Friday of March 1971 1981 1987

1 Humber of banks. 73 163 275

2 Liabilities to the Banking 
System

Oft 1,752 5,120

. 3 Aggregate deposits 5,906 37,988 1,02,724

4 Borrowings fro® Reserve
Bank

368 589 1,293

5 Cash in hand and Balances 
with Reserve Bank

364 4,858 15,555

6 Assets with the Banking 
System

<s 1,207 5,068

7 Investments - 13,185 3*3,5B2

8 Bank Credit
\

4,684 25,371 63,308

9 Cash-Deposit Ratio 6.2 12,0 15.1

10 Investment-Deposit Ratio 23.1 + 34.7 37.6

11 Credit- Deposit Ratio 79.3 ■ 66,8 61.6

Mote: * Relates to in vestment a in Government securities
only•

Sources Reserve Bank of India s
Report on Currency and Finance 1987-88, Vol, II,



The table is self explanatory and highlights the overall

grovth. which has 

However, it does

un £
been not only isprecdented but also urroaraOtel 

not elaborate the qualitative changes that

have taken plan in structure of the system as well as its

role, Table 1,2 depicts some of these qualitative aspects jf

structural, changes.

’able i 1,2 LOCATION rATTCRU OF COrdCS-RClO! HA!IK OFFICES
(1969-87)

Location
Centre 1969

As at the end of

1981

•June

1967

Rural 1,832
(22.4)

17,650
(49,4)

29,920 ’
• (55.8)

Semi-urban 3,322
(40.1)

8,426
(23.6)

10,612
(19.8)

Urban 1,447 
(13.5)

5,126
(14.4)

7,220
(13.5)

Metropolitan 1,661
(20.0)

4,505
(12,6)

5,813
(10,9)

Aggregate 8,262 35,707 53,565

Mote 1, Figures in bracket indicate percentage to aggregate,
2 Sural centres i, Places'v/ith population upio 9999.
3 Gesni urban centres : Places with population up to

•10,000 & upto 99*999*
4 Urban centres i Places with population uotc 1,00,000

h upto 9*93,999,
3 Metropolitan centres : Places with population upto

10,00,000 & above.
0ounce sort o; 

1SSA-35
i? inance.

n Trend and Progress of Banking In India 
and earlier issues. Report on Currency 
1935-06. ■/©! I.

*

and

Tho table 

coverage,

reveals that in terms of exr.rnsioji and geographical 

banks have largely expanded in the hitherto
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neglected areas and the growth in the number of rural and 
semi-urban areas is significant* * This is indeed, change 
achieved on account of official policy and regulatory 
measures. In terras -of population per office also, there has 
been a remarkable improvement. Table 1*3 contains the
qualitative change in the role performed by banks.
Table ; 1,3 SECTORAL ALLOCATION OF ADVAMCK3

Outstanding at the end of June
Item/ 'ector 1969 1971 1981* 1987'

Gross bank credit 3,599 4,805 . 24,804 62,445
Public food procure
ment credit

233 379 1,759 4,337

Mon-food gross bank 
credit

3,366 4,426 23,045 53,108
(A) Priority Sectors 509 1,026 8,504 25,358
(i) Agricultural 188 332 3,584 10,592

(ii) Gmail scale 
industries 286 500 3,229 9,300

(iii) Others 31 144 1,691 5,466
(3} Industry

22,361(Large & Medium) - 9,S60
(C) Wholesale trade 2,861 3,400 1,994 3,142
(D) Other sectors - mm 2,587 ( 7,24?

Including 
excorfc credit 258 382 1,540 3,377

Source : Report on the Tread Progress of hanking in Indie. 
1936-8? and earlier issues.

Mote t 4- Relates to March 1981* Relates to April .1937
Ixporfc credit is included in the total non-food 
gross bank credit and items h to G.
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It is evident from the table that there has been a significant 
change in the structure of bank advances during the post nati
onalisation period with as.decline in the share of C & I 
advances and of remarkable improvement in the share of agric
ultural advances and other priority sector advances.

It may be pointed out here that banks now have to finance the 
poorest of the poor as well as the largest of the business 
undertakings. Further, after nationalisation there has been 
a revolution in expectations of the people from the banking 
system, The society now expects that the banks must take 
minimum possible time in the sanction and disbursement of loans. 
However, it cannot be ignored that this impreceded growth and 
diversification had led to serve imbalances in the system and 
called for soma effective measures for improving the organisa
tional efficiency.

In their endeavour to meet the new choll@iges public sector 
banks have made some efforts to, revamp their internal organi
sational structure and re-design their operating systems and 
procedures. As a result, most of the banks are now organised 
into three to four management tiers consisting of Head Office, 
Zonal Offices, Regional Offices and Branches classified into 
metropolitan, Urban, Semi-urban and Rural branches. A number 
of banks have grown significantly not only in terms of the 
size of their deposits and advances but also in terms of the
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number of offices and coverage of the vast territories. The 
geographical' expansion necessitated structural and organisati
onal decentralisation accompanied by delegation of powers 
from the Board of Directors to the Chairman and Managing 
Directors, flowing further to different levels cf management 
upto the grass root level over a period of last 17 to 13 years.

The profile of delegation in different functional areas and 
especially in the lending areas has also changed to some extent. 
However, inspite of the fact that the ownership of all the 
nationalised banks is vested in the Government of India and 
all of them are governed by a common policy to achieve- the, 
common objectives, the success of different hanks differs both 
quantitatively and qualitatively. Also, the profile of 
delegation In lending area is different in different banks. 
Under these circumstances and especially in view of the 
crucial importance of banks in the economy, it may be relevant 
to know through an in depth study of the changes that have 
taken place in the delegation of lending powers In different 
banks, the present status of delegated powers in the area of 
lending, and the relationshi;, if any, between the ’delegation 
of lending powers* and the size of the bank advances, deposits 
and their operational efficiency, measured in terms of profi
tability.
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Though a sizeable literature and research output in banting 
is available today, the area of delegation of powers has 
remained relatively neglected and thereto, especially, the 
area of lending# However, a few studies of delegation of 
authority in Banks in India- that deserve mention are reviewed 
here to understand the research gaps in the field of delegation 
of powers for lending purposes.

nsvisy of existing anssAftcags ■
As cur study deals with the delegation of lending powers in 
Indian commercial banks, we have identified for review only 
such studies which are related to the lending function in banks. 
Also, a major consideration in the identification of the studies 
for review was that they must be based on reliable and authentic 
data and must have been carried out by acknowledged persons of 
high competence. Although, there are a number of studies 
carried out by highly, competent professionals in 13,S,A., U.K, 
and some other countries, they all have relevance either to 
the unit banking system or they suit the typical banking 
structures and the functional environment prevailing in those 
countries, Host of these studies have mors or less similar 
methodology and there is no new methodological contribution 
that may have relevance to our study. As such, after a thoro
ugh survey of the 'existing literature in the University library 
and the libraries of the Motional Institute of Dank Management, 
Reserve Sank of India, State Bank of India, Indian Bank’s 
Association and the Indian Institute of bankers, the following 
studies have been-identified for the purpose of our a review:
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(I) Report of the Committee os Delegation of Authority:

State Hank of India3 1973 (Unpublished) for restricted 

circulation only;

(ii) Delegation of powers in Indian Banks: A Study based on 

the data collected for the study undertaken by the 

HXft-1 for the Banking Commission (1976)5 Prajnan,

VoX. VI ffo. 4, 1977.

(lii) Report of the PSP Committee on Banking: Reserve Bank 

of India? (for restricted circulation) 1977.

'(iv) Report of the study group on Bank Procedures? Govern

ment of India? 1971.

In view of the space limitation it has been thought appropriate 

to concentrate on the methodology and limitations of each study 

Also, some recommendations/findings directly relevant to this 

work have been covered a brief review of each of the identified 

studies has been attempted in the following paragraph.

State Bank of India Committee Resort<fco»w.ii.wi «■—in now. ■■mfiiwiniirinwm.m.irw.'m w» > mi■—>■■10011

The committee of senior officials of the tank was constituted 

for the purpose was required to consider and suggest changes 

in the scheme of delegation of authority in the SBI to suit 

the.new management and other positions consequent upon the 

reorganisation of the Bank and to suggest the magnitude of 

authority that may be vested with the different functionaries a 

the central, circle, region and branch level’s of management.
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The committee conducted an ’observation survey of the ds.legateo 

and the controlling authorities at different levels of 

management* The survey covered identified officials at all 

the Local Head Offices and a sprlnic line of large, medium 

sized and small branches, distributed ail over the country.

Two of the regional offices and of course the central office 

of the Hank were also included in the recovery.

The committee in its report, running into 13 chapters examined 

the various organisational and procedurial aspects relevant to 

its terms of reference and offered a number of suggestions for

improving the procedures related to the delegation of powers 
and control system at different levels of management in the 

Sank. The mein finding of the committee relating to the adcq~ 
uacy of the then existing delegated rowers, was categorically

expressed by the committee as :

uThs existing pattern of delegation of powers has, by and 
large, function well and no business ,is going past the 

Sank at the moment merely on the ground of inadequacy of

powers vested in any particular ?. 

powers at certain large branches

coition, although enhanced 

-would increase their

effectiveness. The .lending powers have been delegated to

only a few Branch Managers, and this relative conservation 

has been -attributed to the comparative inexperience of

junior officials. This lack of expertise has led to a 
certain degree of reluctance to exercise delegated powers”.
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The Coxmittee also felt that the then existing level of powers 
at the branches were more os' less adequate in view of the 
relative inexperience juni*2© offici :1s and the very limited 
business potential in a large number of places„ The Committee
also felt that there were a large variety of reasons for the

£reluctance or; the oart of the delegates to exercise discretion 
of the extent prescribed* It may be observed here that this 1
study, which proved to be extremely useful for the fiBi at that 
time, was .essentially an opinion based, procedure cries tod 
work. The study was not carried, out through appropriate 
sophisticated research-methodology and the observations of the 
respondents to the questionnaire were neither scaled nor 
tec'rale ally analysed. The entire v/ork is deprived of the
empirical support and is confined to only one single instituti
ons, vis. the SBI, At the academic front also, this study does 
not contribute nnch. Neither it provides new research metho
dology nor any row finding or fresh interpretation of the facts 
that may enrich, the discipline. Lastly, the study was carried
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out about one and half decade ago and'therefore is suitable 
for a casual reference only, as situation has significantly
changed over the time.

frSlgf; Study
This study was based, on the data collected by the NleM for the 
banking Commission (1976) which consisted of mainly the ’Sched
ules* of powers officially delegated to various functionaries 
from the Chairman to the Branch Manager of the banks.
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The study covered ten public sector banks and 3 broad 

functional areas, via. lending expenditure and staff admi

nistration. The study examined trie profile of delegation 

pertaining to lending area and for that purpose, six categories 

of advances viz. the clean advances, pledge of goods, 

Hypothecation of Mercantile produce, term loans, purchases 

and discounting of documentary demand bills, and letters 

of credit, were considered. The study examined the powers 

of the Chairman, Zonal Office heads and the ssnail Branches 

and at the first stage of analysis ranked the banks into 3 

categories namely top group, midile group and lower group, on 

the 'basis of the size of the powers delegated by the Boast! 

to the Chairman for each category of advance. At the second 

stage, the lending powers of branches have been analysed 

tiirough ranking -method? and at the third stage, the relation" 

ships of lending powers amongst the Chairman, Zonal Office 

head and the small branches, have been calculated and 

prescribed presented in relative functions.

It may be observed that like the earlier study, this study is 

also a stale one* Secondly, it has considered only three 

decision centres, where as, in practically all the banks, 

there are eight to ten decision centres at present. The 

analysis is based on the one point of time doto only and 

therefore leaves no scope for any intereiemporai comparision 

of the delegation of powers. Although, rank analysis la
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an accepted technique for comparisicn, its application in 
this study conceals dore than revealing the real situation* 
Purther8 due to limited analysis,'the study fails 'to give a 
real insight into the extent and magnitude of delegation in 
the area of bank leanding. This study therefore, while 
having its own merits, loaves a significant gap in the 
knowledge about the delegation in banks, which has to be 
filled up by other researches®

PEP COMMITTEE REPORT ^

The committee appointed by the RBI under the chairmanship 
of Mr. J.C. Luther, Submitted its report in Oct. 1977* The 
committee while dealing the delegation of lending authority 
in banks stressed that certain principles and norms for the 
evaluation of a system of delegation of authority in banks 
must be laid down, decision centres must be Identified, and 
ona uniform basis for different categories of banks and 
categories of branches, and adequate discretionary powers 
must be given to operating personnel in banks and speed up 
the process of decision making, it recommended that the 
power structure'in the banks must be so designed that atleast 
SCTa of the decisions may be taken at the primary levels -and 
only 20 per cent are passed on to the next higher -authority. 
The committee was of the opinion that the delegation of 
powers to officers in banks for granting loans and advances 
was fairly comprehensive as such the committee did not 
suggest any specific modifications in the system.
PEP COMMITTEE* : Productivity, Efficiency and Profitability
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it may fee observe;! here that the committee did not deal with 

the problem of delegation of lending powers in banks in 9. 

comprehensive manner* Its observations -were not based on 

any specific studies in the area and as such there were no 

specific findings on the subject in the report of the 

committee. There has been no specific academic contribution 

in terms of research methodology or even in terms of inter

pretation of factual situation revealing at that time.

As such, it can be eoavienbly observed that this study 

does not contribute in any manner what so ever towards bridging 

the gaps in the field of knowledge on delegation of lending 

powers in banks.

THE STUDY GRDH BANK PROCEDURES

The Study Group on Bank Procedures appointed by the Banking 

Commission, examined the problem of organisation decentra

lisation in banks with a "view to ensure the effective 

deJoration' of power for erebiing the banks to improve their 

efficiency in the field of non traditional business, 

specific lending to the priority sector* The Study Group 

recommended certain general principles which could serve 

the banks as useful guidelines in regard to the delegation 

of discretionary powers to sanction advances.

It may be pointed out here that the recommendations of this 

Study Group ’were not bapel on any detailed investigation
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into the problems of delegation of lending powers in banks.
As such, the report- does not make any academic contribution 
and dees not give any insight into this area$, The need for 
a detailed analytical study of lending powers in banks in 
India remained undisturbed inspite of this report,

The study review above, inspite of their high quality donofc 
reveal the present status of the delegation of authority in 
bank lending area and leave a number of important questions 
unanswered, Thus, so far there has nob been a single study 
that could scientifically and systematically analyse the 
extent and magnitude of delegation of lending powers in 
commercial banks at the different levels of management.
It is not known in a systematic manner atleast, as to what 
are the discretionary powers that have been delegated to 
the functionaries operating at different levels of decision 
centres in banks. It is also not known as to what relation
ship exist'i amongst the different decision centres, from top 
lave3 management to the grass root level of management In 
respect of the discretionary powers that are vested in them, 
further, there is no emerical evidence available to ascertain 
the degree of change in the delegated lending powers at 
different levels of functionaries as well os for different 
types of advances also there is not a single source available 
to know the procedures that are generally followed by 
functionaries in different banks in the exercise of their
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lending powers* It is also not known if there Is any 

relationship between the size of banking institution and 

magnitude of lending power.'

Further, there is no research work available in this country 

to empirically substantiate the relation that exists between 

the size’ of the discretionary lending powers dn.joyed by the 

functionaries at different hierarchy levels and the important 

operational banking variables such as the volume of lending, 

secured, unsecured, or discount and purchase of bills, etc.

In brief, it can be stated that so far as applied research 

in the field of delegation of lending'powers in banks in 

India is concerned, the field is virgin and the canvas is 

blanh, In view of the critical role of banks which is not

only to control the commanding heights of the economy but also 

to operate effectively significant role in the socio-economic 

transformation of Indian economy through effective financial 

Intermediation, it is all the more necessary that their

organisational efficiency must improve continuously, which 

cannot ba achieved unless the required insight is available

into the cJOtuO Lox organisational and functional aspects of their.

•,r.anage-Y.en.t through a systematic and scientifically carried out 

simultaneous investigation, 'ibis study is just an humble 

effort in this- direction which Iras been designed to throw 

some light, on some of the problems atleast, which have remained 

so far unanswered
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OBJECTS OF THE STUDY
In view of some important dimentions of the problem of 

delegation of lending powers in banks which deserved a 
systematic and analytical probe and some of the relevant 
questions raised above which have remained unanswered so for. 

The main objects of the study are s

(1) to find out the present status of the discretionary 
lending powers vested in different functionaries in 
the organisational hierarchy of banks, with a view to 
ascertain the distribution of delegated powers among 
the top level management, middle level management'and 

the grass root level of management and thereby 
determine the magnitude of the delegation amongst 
cliff ©rent decision centres in a bank.

(2) to find out the relationship between the size of banks

and the magnitude of UffiLPs; the* size of KOLPs at diff-
ad©rent management levels for different types of -advances 

and the volume of lending in the respective categories 
of advance's;

(3) to ascertain the degree of change in the* MDLFs enjoyed 

by different functionaries for different types of 
advances in different banks over -e period of time and 
find out the relationship between change in MOLPs and 
change in the size of advances;

<<*) to identify the weaknesses, if any, in the existing 
systems and profile of delegation; and
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(5) to suggest the measures for streamlining the systems
and procedures of delegation of authority in hanks with 
a view to improve their organisational and operational 
efficiency in the area of lending through effective 

delegation of powers.

HYPOTHESES

In order to achieve the identified objectives of the study, 
a number of hypotheses have been formulated.

(A) The first, object is essentially related with the present 

status of the delegation of powers in banks and accordingly 
the following hypothesis has been formulated:
Hair, Hypotheses for Objective 1 %

"Inorlte of uniformity in the organisational goals,
a .L

regulatory environment arid functional peef-iles, there is 
no organisational and operational uniformity in the Dele
gation of Authority in the lending area".

In order to test this main hypotheses, the following sub

hypotheses from H 1 to H 4 have boon formulated :
V v

(:i 1} "There is no uniformity in the number of decision
centres in the organisational hierarchy from one , 
bank to another", 

i.e. iA p js
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where i. ®h number of decision centres of bonk /i

(1 = I* 2* ® *•»o}

« number of decision centres of bank !3
Cd *® ^ f 2® » o o jffi)

(H02) "There io no uniformity in the sice of ft!ALPS

across the banks"o

i.e.
%&■

xiDl.P
** xSdip

where ■,?A
■'wnT pi >Uioi

« size- of lending powers of bank 4*S

ith decision centre.
•yU
"MDLP = size of lending powers of bank B5s

<V>

1th,\ decision centre.
Ci a I $ 2,...»n)

"There is no uniformity in the KDLP fractional 

relationship amongst the decision centres in a 

bank*1 •

i.e. AD
$ X,, r xj

where » power of with respect to X.^(X-/X^},

X, size of the i decision centre, 

size of any other decision centres 

other than the decision centre,

d > i

"There is no uniformity in the time gaps in the 

revisions made in fSDLPs by different banks".

i.e, t-pfv

wDL-P * %T-iOLP
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time taken to make revision in M>LF s 
by Bank A„

time taken to make revision in .YDLPs 
by Bank S.

(B) The second objective is related to the size aspect of 
banks,, lending powers and volume of lending. Accordingly 
following main ' -ypotheses has been formulated :

Main Hypotheses for objective 11 '
‘’There is no positive correlation amongst the three size 
variables namely the size of banks, the size of FlPLfs and 
the si2e of loans and advances”»

whore H'iDLP. ®

n*P** s-
*MQLP

In order to test this hypothesis, the following sub-hypotheses 
from H 5 to HQ6 have been formulated.

(H 5)' “There is no positive relationship between the size 
of banks and size of lending powers".

z«e. a ^
where ^y » coefficient of correlation between X and Y, 

X = size of the 'banks 
Y = size of the lending power.

(H 6) “There is no positive correlation between the size 
of FIBLP and the volume of lending business”.



21

i.e. - H

where =» coefficient of correlation between D and Y.
B » Volume of lending Business, 
Y « Size of the lending power.

(C) The third objective of the study is related to the

the changes in the size of advances during the period, the 
base year and the current year. Accordingly following main 
hypothesis has been formulated.

f3alruJ±smo±.hesls for Objective 111
nThere is no positive correlation between the growth of 
MDLPs and the growth in advances*’.

In order to test this hypothesis, the following sub-hypotheses 
have been formulated ;

(H 7) “There is no uniformity in the change in the size of 
HOLfs across the banks0.

changes in the maximum delegated lending power (MDLPs) and

change in over t period of time.
t current year » base year.
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vHq9) "There is no positive co-relation between the change 

in the MOLPs and the change in the volume of Sending 

business”.

l.e. H % q y “ 0

where ^ ^ « corelation coefficient between change in

B and change in Y*

B * percentage change in volume of lending 

business.

Y a percentage change in the MDLPs.

COYfRAGS OF TflK STUDY

The coverage of the study has teen defined in terms of insti
tutions, time, location pattern and functions as given below:

Institutional Coverage

At present there are so many commercial banks in the country, 

ftiese banks can be broadly classified into public sector banks, 

and private sector, banks. The public sector banks again 

put into the categories in the basis of distinction of owner

ship pattern 351 and its seven associates banks constitute 

one category, where the ownership of the institutions is not 

entirely vested in the government and the twenty nationalised 

banks belong to the second category. They are fully owned by 

the government of Indio. In the public sector banks, there 

is a third category of Regional Rural Banks also, which is of 

recent origin and their share in the total banking business 

is rather insignificant. We therefore confine ourself to the

institutions belonging to the first and second category only. 
The other segments of commercial banking system in India is
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constituted by private sector banks. These segment include 
foreign banks# other scheduled and ncn-scheduled banks. It 
may be pointed out that all the public sector banks, foreign 
banks and other banks are scheduled banks which are included 
in the second schedule of RBI Act, 13;6« At present there .are 
only three non-seheduled banks in the country end their share' 

in terms of deposits and advances in total commercial banks 
system is very very small. So far as the foreign banks are 
concerned, they are also very few in number and hove high 
degree of, centralisation in terms of locations and distribu
tion pf power among decision centres. Till recently they 'were 
exempted from some of the regulatory conditions related to the 
asset portfolios compared to the Indian banks, he have 
therefore confined ourselves to the following four categories 
of institutions (a) 331 (b) Associate Banks of SBI (c) 
Nationalised Saaks and (&) Private Sector scheduled 

commercial bonks.

Temporal Coverage
This study covers a period of seven years fro® 1930-81 to 

1986-07* The rationale of taking this period nay be found 

in the fact that it was during these years when most of the 
banks revised their landing powers. Another reason for 
taking a minimum period of seven years was that for certain 
types of analysis, this is the minimum time period required 
and it was during this period that number of new schemes 
involving bank finance were introduced.
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Geographical Coverage

For the purpose of this study only such branches of identified 

banks that are located in India are considered# In other 

words the powers delegated by banks to their functionaries 

located at overseas branches are beyond this study. The main 

reason for excluding overseas branches was that such branches 

have to operate under totally different policy and legal 

environment and as such because of environmental disimilarity 

with Indian branches, the delegation pattern may not be 

comparable and even if a comparative analysis is undertoken, 

the findings may not be really useful in policy formulation 

in this country*

Functional Coverage
As this study is only with one aspect of the functions of 
commercial banks viz# their lending function, l/e have

considered the delegation of authority in banks In the area 

of lending only. Thebe are a large number of schemes under 

'which banks give loans and advances and provide other supportive 

facilities. The loans and advances of banks can be classified 

on the la bis of security or the nature of the facility or the 

target beneficiary sectors# In order to ensure manage hi1ity, 

five categories of loans and advances and facilities have been 

taken for purpose of analysis# These- five types of facilities 

are unsecured advances, secured advances, discounting and 

purchase of Sllls/cheques, letters of credit(Inland) and 

guarantees# The analysis of lending powers for these five 

categories of advances has been done in respect of four out of
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five- identified banks and for the remaining one bank the 
delegation of powers for loans and advances to borrowers 
belonging to industry (including SSI and Trade), priority 
sector (other than SSI and agriculture), and agriculture has 
been done. The emergency advances, business abroad and staff 
advances have not been covered.
SAMPLE
A sample of four public sector banks and one private sector 
bank has been drawn out of the population, which consist of 
the SBI, the Associate Banks of SBI, the nationalised banks 
and all the other scheduled commercial banks, except foreign 
banks. The table 1,4 shows the share of our sample banks in 
the total population in respect of the number of officers, 
number of employees, deposits, working funds ami total advances 
Table : 1.4 SHAHS OF SAMPLE BANKS IU THE SYSTEM

Particulars Universe 
Data + Sample Sample as &Data of Universe

Total ?!o. of 
Offices

53,526 12,292 22.00

Total Mo, of
Staff

3,81,039 3,27,457 37.16

Total Deposits (fe» in Crores)
1,02,744 49,810 48,47

Total ’forking funds (It. in € ro res) 2,09,704 65,589 31.26

Total Advances (fs, in Crosses)
63,236 32,843 51.54

All public sector banks and scheduled commercial banks 
and other scheduled commercial banks,

* Identified four public sector banks and one private 
sector bank.
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it is evident from the table that the sample is fairly 
representative of the population as in terns of total 
advances its share is about 52 per cent and it is about 
4S„4? per cent in the total deposits. The share of the 
sample banks in the identified universe in total number of 
officess total number of employees and total working funds is 
22 per cent, 37 per cent and 31 per cent, respectively.
The main consideration in the selection of the banks for 
this study was the response of the banks to cooperate and 
provide the required data and information for the study.
At the first stage In the identification of the sample 
banks, letters of request to provide soma basic data and 
some information relating to the procedures for the exercise 
of delegated lending powers were mailed. The banks 'were 
short listed on the basis of their response and then again 
some detailed information was solicited through personal 
interviews with the top level management personnel and 
branch level perssonnel. The banks which agreed to provide 
the solicited details were finally selected. It was agreed 
v/ith the banks that as far as possible their identity will 
not be explicity disclosed to the public.

COLLECTION OF DATA

The data required for the analysis has been collected from 
unpublished, but secondary sources such as the handbook 
of instructions, operating manuals and power charts prepared 
by the banks for their own use. Information, on the procedures



for exercising the delegated, lending powers was collected 
through personal interview method* Also, in some of the 
banks, where the management agreed to provide a copy of the 
instructions given to the functionaries such written, 
printed or cyclestyled Materials were collected, The data 
and the information so collected were mainly for the two 
points of time; tha current year data which means such 
information, guidelines and delegated powers thrit arc inforce 
at present and the data, information etc, related to the 
delegated powers that were in force prior to the last 
ma^or laodificaticr.s introduced by the concerned banks. In 
certain casess where the power charts have not been revised, 
over a reasonably long tiras an outer cut-out point was 
determined, by calculating of backward time lag of seven 
years, Thus, the d :ta and information collected for the 
period of last seven years determines the period of study 
and the two points of %im for analysis vis, the current 
year and the base year. An opinion survey was also conducted 
to elicit the views of the learned academicians and experi
enced bankers on the problem. The outcome of the survey has 
been used in new formulation of hypothesis end in under
standing the problem from different angles, bo secret 
information or data of highly confident! .-1 nature was solicit 
from the banks.

Data pertaining to the functional profiles of bank© have 
been drawn from the statistical statements relating to banks
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In India, annual reports of Reserve Bank of India„ Reports 
on Currency and Finance and analysis of banking statistics 
and other publications of the Indian Banksf Association.
The annual financial statements of the identified banks 
have also been used, where necessary.
TECHNIQUES OF AUALY3I5Tf!
At the outset the procedures of the individual banks, identifie 
for the analysis, for the exercise of delegated lending powers 
were systematically recorded on a comparable 28 point chart, 
as these procedures did not have the complete uniformity in 
all the banks, the distinct procedural features of each bank
were recorded separately. After a careful examination» the 
common procedures were identified for inclusion in the report 
of our study. Since,it was- felt that a clear understanding of
the general procedures for the exercise of delegated lending
powers in banks was sine quo non for an analytical probe into 
the power structure of banks, the common procedures have been 
systematically presented in chapter II of the thesis. The 
maximum delegated powers and the aggregate lending powers for 
each type of advance and for each functionary respectively have
been tabulated for the base year and current year in respect 
of each bank. Also the percentage change in MDLPs and ALPS 
have been calculated and presented for each bank. For the 
purpose of analysis, it was felt necessary to measure the 
size of the banks through the composite index of size and 
assign them ranks in a descending order. Table 1.5 contains 
the composite size index of banks and their ranks.



<y>
<x»

*

No
te
 z 

(i
) A

s 
pe
r 
da
ta
 o
f 
19
87
 

(i
l)

10
,4
33

56
 

23
,1
67
 

25
 

86
 

6

07
 

40
,6
26
 

41
 

13
9 

5

56
,2
43

86
,7
25

4,
34
6

7,
50
9

26
2

30
3

An
7,
53
7 

75
 

42
,0
33
 

21
2 

42
,1
1,
58
7 

4,
21
1 

20
,6
7,
68
5 

2*
06
8 

6,
56
6 

1
T

1,
95
0 

20
 

49
,8
81
 

50
 

11
,4
3,
06
8 

1,
14
3 

6,
36
,1
57
 

63
6 

1,
84
9 

2

19
 

48
,4
04
 

48
 

9,
67
,2
67
 

95
2 

4,
65
,9
28
 

46
6 

1,
49
5 

3

7 
12
,7
53
 

13
 

1,
85
,7
73
 

18
6 

91
,8
69
 

92
 

29
8 

4

099

C
 no

 *
38

*

Q R S

To
ta
l S

iz
e-
 

lo
o 
re
 Sc

or
e R

an
k

.A
dv
an
ce
s

(f
e«
 i
n 

co
re
 Ln

kh
\

Of
fi
ce
s 
Sc
or
e M

an
P°
^e
i*
 Sc

or
e 

f.
 - 

T ,
, 
-

(&
. 
in
 L
ak
h)

wo
rk
in
g

Fu
nd
s

Ba
nk

 ri
o«

 o
f

30
MP
0S
IT
S 
Si
ze
 I
ND
EX
 O
F 
ID

WX
FI

ED
 B
&O
KS

Ta
bl
e 
s 1

.5

Wo
rk
in
g 
Fu
nd
s 
is
 e
qu
al
 t
o 
eq
ui
ty
, 

re
se
rv
es
, 
de
po
si
ts
 a
nd
 b
or
ro
wi
ng
s



30

In order to conceal the identity of banks all the identified 
banks have been givenalphabet codes from *3* to *0*, Here 
again, the codes have been assigned not in order of ranks but 
randomly. It was felt necessary to identify the decision 
centres in each bank at the three levels of management, viz* 

the top level management, the middle level management and the 
grass root level management. ’ For assigning the decision centres 
to the three levels of management, it was decided that the bank 
offices (branches of all categories) directly dealing with the 

public be treated as grass root level decision centres; the 
offices controlling and monitoring the grass root level decision 
centres in the given geographical territories have,been treated 
as middle management level decision centres and the function
aries located at Head office/Central office of the banks have 

been taken as' top management level decision centres. In the 
entire analysis, the powers of the decision centres have been 
determined in accordance with the powers vested in the head 
of each decision centre at the grass root level management and 
middle level management* But at the top level management the 
CSC/COS/CMD/ND, the HD and the GM ^credit/operations) have 
beers designated as decision centres, depending on the hierarchy 
levels and designations given in the banks. Each banks dele
gated powers have been analysed in a separate chapter, from 
chapter 3 to chapter ?« The profile of each bank has been 
given in section I of the chapter, while in .Section II, the 
MDLPs of all the decision centres for each category of 
advances have been analysed. In order to ascertain the extent 
and magnitude of delegated lending powers in each bank* for
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ail the categories of advances, fractional analysis has been 

done in Section 111 of each of the chapters assigned to the 

banks, by using the matrix table and the following mathemati

cal formula ;

X,
lii “ “X,

where ■ii
A1
X

« Powers of X. with respect to '(.i " j

» i ' decision centre of bank X,
th~ j decision centre of bank X,

a

After analysing the MOL-Ps and ALPs of individual banks and 

ascertaining their extent and magnitude, a comparative 

analysis of all the banks, taken together, has been done.

For the purpose, rank analysis has been dene and case pearso- 

nian co-efficient of corelations have been calculated and the 

results of the same have been used to test some of the sub- 
hypotheses 8 It was felt that use of other higher sophisticated 

statistical techniques such as regression analyses and factor 

analysis were not required in view of the nature of the 

problem the data available, and the type of analysis that was 

needed for the purpose of the study.

The findings of analysis of individual banks and their 

comparative analysis have been used to arrive at the conclu

ding observations and findings, on the basis of which some
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suggestions have been offered in the last chapter of the thesis 

beieviag in their usefulness in improving the system of dele

gation of authority in lending area in banks*

SECTION - IIIHI i< ■ nl—WWMI'miBlCI lii*IHll.WTH

The study has been presented in three par^s, Part I contains 

this chapter on Research Design and another chapter on 

Procedures Relating to the Bxercise of Lending Powers in 

Banks* In tho second part of the study detailed analysis 

of delegation of lending powers in selected five banks coded 

9Q Bank *, *R Bank9, f3 Bank9, 9T Bank9 and Hi Bank* is 

presented. These chapters are further sub-divided into three 

sections. Section I gives a brief profile of the teak, A 

detailed analysis of purpose-wise delegated powers to different 

decision centres is given in Section II whiles the section Hi 

describes the extent and magnitude of delegation. Thus, the 

remaining part of the study has been presented as given below:

PART ~ I ‘ '

Chapter - II Procedures relating to the exercise of lending 

powers in banks*

PART II

Chapter 

Chapter 

Chopter 

Chapter 

Chapter

T *f "1*xlx Delegation of Lending Powers in H; Bank’

IV Delegation of Lending Powers in *Pv Bank9

V Delegation of Lending Powers in *S Bank»

VI Delegation of Lending Powers in »T Dank9

VII Delegation of Lending Powers in H? Bank *
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PART - 111 

Chapter VIII

Chapter IX

Comparative analysis of selected Banks and 
Main, findings.
Main Observations and Suggestions.

For the remaining part of the work, we now turn to 
Chapter -II. '


