This chapter contains the rosearch desimm of the study.

At the outsot an atbempt has been made to elaborate bhe
Justification for taking uvp this study in the background

of the growth of comnercial banking in India, the new
dimengicns in the rele of the banks thaet have emerged during
the post nationalisation period, nnd the changing orgonisatie
onal needs at the Lank level to enable them play thelr role
more effectively and in consistence with the officiasl

policy and wegulatory frame. This Justification for the
study has been preseanted in section I of the chapter entitled
YRaticnale of the Study®, Thls chapter has been divided
three sectlons and the section Il coutains the maln objects
of the study, ﬁ%e main and sub~hynothesis formulated to
achieve the identified objectives, the scope and ccverage of
the study, the samnle and its jJustification, the socurces of
collection of secondary and primary date and information aund
the technigues used to gnalyse the data. In the last sectlon
the scheme of presentation of the remaining part of the

thesis has beon given,

RATIONALL OF THE STUDY

An organisation can be concoptualisged ns a function of
nower system, Certalan quantum of power rests a2t the highest

management level in the organisaticne, This cguantum gets

distrihuted to various levels at varying degree and i

e

H



diversified methods depending upon the growth, the nature of
the industry and the culture of the organisation, etec., with
the ostensible objective ¢of optimizing performance., In othep
words, Jjust as there is division of work amongst the organie
sation®s key positicns and the task force gets divided

accordingly, there can be division of power oun similar lines,

In an organisation like a lavge Indian comnercial bank, where
vertical and horizontal growth takes place at a phenomenal

rate, delegation of powers in key or pivotal decision making

s

reas becomes ineviteble especially in lending function,

mainly becauze this hes been the core function of the bankers,

In India significant structural and functional changes

have taken place in the commercial banking systen beginning
since the establishment of the State Bank of India in 1955
and in 2 mors vigorous angd dirvected manner during the poste-
nationnlisation pericd, The banks, especlally those in the
public aectoé, have been vested with the responsivility of
functioning o° institutions for socloeecconcmic trnnsformation
of the soclety, of course within the statutory, regulatory
and pelicy frame. It may be worth mentioning here thyt

tie nationaliscotion of the 14 major banks in July, 1969
was really a landmark in the history of Indlan Banking as
it bad profeound impzet on the growth of the banking systems
The progress which followed, vas both phenomenal and multi
dimensional, Table 1,1 deplcts the growth of commcrcial

banking in Indla during the post nationalisation period,



BROGHEESS OF COVMERCILL BANKING 97?-198?
(Re- ovened)
Last Friday of March 1971 1981 1987
1 Humber of barks, T3 165 275
2 Liabilitice to the Ean?mns - 1,752 54120
s.i)y“;b?‘m
3 Aggregate deposits 5,90 37,908 1,02,724
% Porrowings from Heserve 366 525 1,253
Bank
5 Cash in hend and Balances 364 4,858 15355
with Reserve Bank
6 huset with the Danking - 1,207 5068
Systen
7 Invesiments - 13,130 33,582
8 Bank Crodit b o680k 259,371 03,508
9 CasheDeposit Ratio He2 1248 1541
10 Investment-Deposit Ratio 23,1+ Fra? 37
11 Cradit- Deposit Ratio 7953 65,8 67140

Notas + Relaves to investments in Covermmend securities

Source:

onlye.

Reserve Bank of India @

Report on Currency and ¥

.;

u-

Y

nee 1987=838, Vol, 11.



The table is self slanatory and highlights the over2ll
e . un e ‘ .
growzh which has been not only &&prccdeﬂieu bul alse :nnar@&si.
However, it dees ﬂc& eiaborate the Jqualit ve changes that
have taken placs in structure of the system as well as its
role. Table 1,2 depicts sone of these qualitative aspecis of
structural changes,
Table 3 1.2 LTOCATION SATTER OF COMpEncTrL BAMK OFPE7a5
(?9&,* ?)
. 48 e G June
focation 45 at the end of June .
Centre 1965 10981 1967
Aural 1,832 17,650 28,920
(224} (49.4) {55.6)
Semi-urban D¢ 322 B b2t 10,612
(‘{3{3.1} {2?06> (1" htﬁ}
iirban 1,447 5,126 74220
(QGOE"; (1"‘504} {1.ja§f
Watropolitan 1,561 4,505 5,815
(20.0) (12.6) (10,97
rgregate 8,862 35,757 53,505
Hote &+ 1, ?igureu in mracket indicate percentage to agpregate,
2 Rural centres i Flaoces with nopulation upto ©999
3 Semi urbaa ceatres : Places with ywpu]atiaﬂ upLe
‘ 10,000 & upto $9,999
4 Urban centres : Places w‘th population uoto 1,002,000
& upko 9,99,999,
5 HMetropoiitan centres : Claces with population wrte
‘7"’90(’;900 \& JEJOVQ
Source ¢ mesort on Trend and PrGQﬂeas of Banking in india.
1554=85 snd earlicr issue Repor *G en Currency and
Finance, 133%«8{. Yol lo
The tahle revenls that ia terms of exransion and geopraphical
verige, banka have largely expaaded in the hitherto
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Table 1.3 contains the

the role performed by banks,

ORAL ALLOCATICON OF ADVANCES
(9\9-0»9’%)

Iten/ ector

Gutstanding at the end of June

1969 1971 1981" 1987
Gross bank c“a?lt 3599 4 ,80% oL, 804 62,445
Public food procurce 2353 375 1,759 &y 3357
went credit
Hon-food gross hank 3,366 4,626 23,045 53,108
credit
{A) Priority Sectors 505 1,026 8,504 25 558
{i) 4gricultural 188 %32 3,58 10,992
{ii) vwall seale . e = o zan
induszries 286 500 34229 Gy 300
(iii) Others 31 144 1,691 ER L
{3) Industry
{(Large & tledium} - - 9,560 22,361
{C) “holesale trade 2,861 B LU0 1,554 3,162
{D) Other sectors - - 2,587 T o207
- 1% ™~ . vy . "
lncluling = «x  25g 332 1,540 3,377

exrort credit

teport

on the Tremd 2

rrogress of Danking in Irdia,

1026=57 and carlier issues,

Note 2 ¢ Helates
® llelates

o Parch 1981
pte) A“ril 1987
B TIxport Cf“dlt

is included in the toial non-food

cross benk credit and iltems & o L.



It is evident from the table that there has been 2 significant
change in the structure of bank advances during the post navi-
onalisation perlod with as decline ia the share of C & T
advances and of remarkavle improvement in the share of agrice

ultural advances end other priority sector advances,

It may be polnted out here that hanks now have to finance the
poorest of the poor s well as the largest of the business
undertakings. Further, after nationalisation tnere has been
a revolution in expectations of the people from the banking

gvsten, The soclety now expects that the banks must take

oF

minimum posslible time in the sanctlon and disbursement of loans.,
Howesver, 1t cannot be igncred thet this unpreceded growth and
diversification had led to serve imbalances in the system and
called for some effective measures for iwproving the organisaw
ticnal cfficiency.

In their endeavour 1o meet the new chall@ages public sector
banks have made some efforis to revamp their internal organie
sational structure and re-design their operating systems and
rrocadures, A a result, wmoest of the banks are now organised
intoe thres to four managomeat tlers consisting of Head Office,
Zonal Qifices, Regional Offices and Branches claszified into
wetropolitan, Urban, Semi-urban and Rural branches. A number
of bhanks have grown significéntly not only in terms of the

slze of thelr deposits und zdvances but also in terms of the



number of offices and coverage of the vast territories, The
geographical expansion necessitated structural and orgonlsati-
onal decentralisation accompanied by delegation of powers

from the foard of Liractors to the Chairman and Hanaging
Dir:ctors, flowing further to different levels cf management

-~
%

upto the grass root level over a period of last 17 toc 18 years,

The profile of delegation in different functional areas and
espécially in the lending areas has also changed to some extent,
However, inspite of the faoct that the ownership of 21l the
nationalised banks is vestod in the Government of Indis and

all of them are governed by 2 cormon policy to achiesve the

common objectives, the success of different hanks differs beth

quantitatively and qualitatively, Also, ihe profile of

delegation in lending area is different in differont banks,

Under these circumstances and especially in view of the
crucial imgortance of banks in the economy, it may be relevant
te kacow through an in deopth study of the changes tﬁat have
taken place in the delegation of lending powers in different
banks, the present stetus of delegaied powers in the area of
lending, and the relatiocushi;, if any, Letween the 'delegation
of lending powers?! snd the size of the bank advances, deposits
and thelr operational efficliency, measured in terms of profie

ta bilit:{:



Thoush a sizeable literabture and rescarch ouvtput in banking

is available today, the area of delegatlon of powers has
remained relatively neglected and thereto, especially, the

arca of lending, ”swever, a few stuwdies of delegation of

authority in Banks in India thnt deserve wention are reviewed

here to understand the research pgaps in the field of delegation

of LOWEPS for lending purposes,

AEVIEY OF EXDSTING RUGSRARCHRES

48 ocur study deals with the delegation of lending powers In
Indian commercinl banks, we have ldentified for review cnly
suech studies wnich sre related to the lending funrction in banks,
Also, a major consideration in the identiflcation of the studlies
for revicw was that they must be based on reliable and authentic
dota and must have been carried out by aclnowledged persons of
high camgeﬁeace; sltbhough, there are a number of studies
carricd out by highly compebtent professionals in U,8,4., ULE,
and scwe other countries, they all have relevance sither fo
tne unlt ranking system or they sult the typical banking
structures and the functional envireonoent provaliling in those

t of these studies have more or less similar
methedolezy and there is no new methodolegical contritution
that may have relsvance to our study, As such, altor a thoro-
ugh survey of the existing literature in the Uﬂivnr&ity Yibvrary
and the libraries of the National Institute of Bank Management,
Reserve Hank of Indis, State Bank of “ﬁdia, Indian Rank's ‘
sgsociation and the Indian Institute of Bankers, the followlng

studies have been. ldeptifi@d for the surpose of our 2 review!



(i Report of the Committes on Delegntion of Autherity:
State Bank of Indis, 1973 (Unpublished); for restricied

circulation only;

Pl
f=t>
e

et

Deolegation of vowers in Indion Banks: A Study based on
the data ceollected for the study undertaken by the
NIR for the Sanking Commission (1976), Frajnan,

Yole, VI tige LI, 1977,

{11} Teport of the ¢VP Commitise on Bankling: leserve Rank
+ £

of Indias (for restricted circulation) 1977.

{iv) Report of the study group on Fank Procedures; Govern=—

ment of Indlag 1971.
In view of the space limitation it has been thought a.proprinte
to concentrate on the methodology and limitaltions of each study,
Also, some recomnendations/findings directly relevant teo this

gtudies has been att@mpted in the following paragrarcii.

State Bank of India Commities Report

The commpittee of senior officials of the bank was constituted
for the purpose was regulired to consider and suggest changzes

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

the new uanagement and other positions conssguent upon the
reorganisation of the Bank and to suvggest the magnitude of
avthority that may be vestcd with the different funchionaries at

the centrzl, circle, reglon and branch level's of msnagement,



10

’

The committee conducted an 'observation survey of Lhe delegates
andl the contrelling sutheritics at different levels of
managexent, Yhe survey coversd identified officials at all
the Local Head 0ffices and a sprink line of large, medium
ized and smoll bramches, distributed all over the country.
Two of the reglonal offices and of course the Cﬂﬂ»rwi offics
of the Zank were a2isc includsd in the recovery.
The commaitice in its report, running into 13 chapters exsmined
the various organlsational and ;rocedurizl aspects releovant to
its terms of reference and offered a number of suggestions for
improving the procedures reluted to the delegation of powers
and contrel system at different levels of managsment in the
Cank, The main finding of the committes relating to the adog-
uacy of the then exdsting delegated yowers, was categoricaily
expressed by the commnittes ac @
"The existine pattern of delegation of powers has, hy and
large, function well ond no business is going past Lhe
Bank at the coment merely on the grauﬁd of inadecuacy of

[ )

powers vested in any particular position, altheough enhanced

powers at certaoin larg: branches would increase their

o

effectiveness, The lending powers have been delegatad to

only a few Branch Menngers, and this relative conservation
nes been attributed to the comparntlve inexperience of
unior officials, This lack of expertise has led to a

ecertein degree of roluctance to sxercize ﬁ@lepa ad powerst,

\
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- The Coxmittee also felt that the then existing lovel of powers
at the branchics vere sore or less adequate in view of the
relative inexperience juniﬁ%’ofﬁici;ls and the very limited
business potontlial in a large nunber of places, ‘The Cownittne
‘also fel% thut there wvere a large variety of reasons for the
"e?uC”'nep on the part of the dele a%é% to exerecl discration
of the extent prescrived, It may be cbserved here that tnis’
stuﬁy,‘which!proved te be extremely useful for the 5BI at that
time; was essentlially an opinion based, procelure orientod
work., The study was not carried cut througn appropriate
sophisticated research methodology and the observations of the
respondents to the guestionnalre weare neither sealed nor ‘
tecmicaliy analysed, The entire work is deprived of the
empirical support and le confined To only one single instituti-
ons, viz. the SBI, At the ascadewmlic feront also, this study does
not coutrisute audch, Neithey it provides new research metho-

D8

dology nor any new £lnding or fresh ianterpretation of the Iiots,

that may enrich the diselpline, Lastly, the study was ecarried

out alLout ogne and nalf decade ago and: therefore 1s suiltable

R

for a casual reference only, as situwation has signilicantly

changed ovey bthe time.

E Iud ‘s X tu‘j'!
This study wss based on the data collected by the I for the
Panking Commisscion {(1976) which consisted of mainly the 'Ichede

ules! of povers officlally dolegated to various functlonaries

frow the Chalrpan to the Branch Hanager of the hanks
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tudy covered ten public sector bunks and I bruad
functional eress, viz, 1énéi&g expenditure and stalf admi-
nistration, The study eweumined the profile of delegation
pertaining to lending area and for that purpose, siv categovries
of advances viz, the clean =zdvances, pledege of goods,
Hypothecation of Mercantile produce, term loans, purchases

and discounting of dccumentary demznd bills, and letters

of credit, ware considersd, The study examined the powers

cof the Chairman, Zonal CfTice heads and the szall Branches

and at the Tirst stege of analysis ranked the banks into 3
categories namely top grouvp, midile group and lower group, on
the basis of the size of the pousrs delegated by the Hoard

to the Chairman for each coltegory of wmdvance, A% ihe second
stage, the lending powers of branches have been analysed
through ranking mebhod; and at the third stage, the relatione
ships of lending powars amongst the Chairman, Zonal Office
head and the swall branches, have been calculated and
prescribed presented in relstive functionse

It may be observed that like the cearlier study, this study is
alse a stale one, Secondly, it has considered ovnly three
Ceclsion centres, vheve as, in ;racticaliy all the banks,
there are elght to ten decislon centres ot presents The
analysls ic based on the one point of time doto only and
therefore leaves no scope for any inter-iesporal comparisicn

¢f the delegation of powers. Although, rank anzlvsis is
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an accepted technigque for cowmporision, its application in
this study conceals nore than revealing the real situation,
Further, due to limited analysis, the study fails to give a
real insight inte the extent and megnitude of delegation in
the area of banit leanding. This study therefore, while
having 2ts own éerits, lecaves a signiflcent gap in the
knowledge about the delegation in banks, which has to be

filled up by other reseaprches.

PEP COWSTTTEE REPORT -

The comnittee appointed by the RBI under the chabroenship
ol Mr, J.C. Luthar, Svbmitted its report in Oct. 1977. The
commitier while dealing the delegation of lending authority
in banks strecsed that certain principles and ncrms for the
evaluation of a system of delegabion of authority in banks
must he laiﬁ dovin, decision centres must be ‘ldentified, anid
ona wniform basis for different categories of banks and
categories of branches, and adequate disoretionary povers
nust be given to operating personnel in banks and speed up
the process of decision mﬁ%ing, it precomended that the
power structure in the banks must be so designed that otleast
3005 of the decisions may be taken at the prizary levels and

"e‘

nly 20 per cent are passced on to the next hipgher authority.

o

The committee was of the opinion that the delegation of
povers to officers in banks for grenting loung and advances
was falrly comnreheasive as such the committee did nob

susgent any opecific modilleations in the svstem,

— — - : —
PEP COMMITTEE® : Productivity, Efficiency and Profitability
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It may be observeld here bhat the committee did not deal with
the problem of delegation of lending powers in banks in &
comprehensive manner. Its chservations were not based on

any specific studies iIn the area and as such there were no
specific findings on the subject in the report of the
compittee, There has been no specific academic contribution

in terms of research methodclogy or even in terms of intere
pretation of factual zituatlon revenling ot that tine,

48 such, it can be convienbly 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.

M Frs CaEly ) faemy ey 1 AT IEe % (N T x
DHE STUDY GROUP O BARNK PROCEDLREY

The Study Group on Bank Procedures appointad by the Danking
Commission, examiaedxth@ problen of organisation decentrae
lisotion in hranks with a view fo ensure the effective
deleration of power for a&pling the banks to iwmprove their
efficiency in the field of wnon traditionsl businecs,
specific lending to the pricrity sector, The Study Group
recommended certein general printiples which could serve
the banks as useful guldelines in regavd to the delegation

of discretionary powers to sanction advances.

It may be pointed out here that the recommendations of this

Study Group were nol basel on any detailed investigation
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into the problems of delegaticn of lending powers in banks

As such, the repori does not make any academic ceontributlon

and dees not give any insight into this areay, The need for
a detailed analytical study of lending powers in banks in

India remained undisturbed imspite of this repori,

The study review above, insplte of their high auality donet

\

reveal the present ctatus of the delegation of authority in
bank lending area ond leave 2 aumber of important questions
wnanswered. Thus, go far there haz nobt been & single study
that could sclentifically and systematically anslyse the
extent and magnituds of delegation of lending powers in
somnercial banks abt the different levels of manngement,
tematic manner &tiaast, as to what
are zthe dizscredglonary powers thnt have been delegated to
the functlonnries enerating 2t Aifferent levels of decision

centres in bankse Ib is also not kKnown z2s to what relaticons

i)

ship exist: amongst the different decision senxr@s, from top

lavel mansgement to the grass root level of management la

et}

respect of the discrotilonary powers that are vested in them,

Further, thors is no emsrical evidence avalilable to ascertain

the degree of Change in the delsgated lending powers at

N

different levels of func %imnari@w 28 well as for diiferent
types of advances also there is not 2 single scurce avalluble
to know the preocedures that are gzenerally Followed by

funcltionaries in different banks in the exercigse of their



lending powers, It is alse not known if thers is any
relationship between the size of banking institution pnd

magnitude of lending powerds

Further, there is no research work availlable in thils country
to empirically subst antiate the relation that exists betweon
the size of the discretionary lending powers énjéyed by the
functionaries at different hierarchy levels and the important

operational bonking varlables such as the voluse of lending,

o

secured, unsecured, or discount and purchase of bhills, etc,

In brief, it can be stated That so far ss gpplied research

in the [ield of delegation of lendling rowers in banks in

India 1s concerned, the f£ield is virgin and the canves is
blant, In view of the criiical role of banks which is not
only to control the companding helghts of the ecovomy hut also
to operats effectively significant role in the socio-economic
transformation of Inlian economy brrough effective finencial
intermodiation, it is all the more necessarv that their
organisational efficiency must improve continuously, which

.

cannot b2 achleved unless the regired insight is available

into the comelox organiszational and functionsl aspects of their
waangenent througn a systematic and scientifically carried out
simditaneous investigetion. This study is just aa humble

F-4

I fort In this dicection which has boen desizned ta throw

-
&

some lipht, on sons 01 the problems atleast, which have remained

so § unanswoered

jo
3
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OBIESIS OF THE STUDY

“In view of some inportant dimentlions of The prollem of
delegation of lending powers in banks which deserved a
systematic and analytical probe and some of the relev:in®
questions raissd above which have romaingd unanswered so far,
The maln objects of the study are @

{1) to find sut the present status of the discretlonary
ignding powers vested in differcont functlonaries in
the organisational hierarchy of banks, with 2 view To
ascertain the distritution of ﬁbie& Led Lowers among’
the top level menagoment, middle level nanagoment and
the grass root level of mamagenent and thereby

determine the moagnitude of the delegation amongst

ditferent decision centras in a bank.

(2) 1o find out the relstionship batween the size of banks
and the magnitude of MELFsy the size of MDLPs at diffe
erent management levels for different btypes of devances

and the vwlume of lending in the pessectiw

[&]
Q
&3
e
o
L]
[
3
-t
]
w0

of advances;

j N

{2} te ascertala the degree of change ia the YDLFS enjoyed
by different functlonaries fur ¢iffsrent types of

ferent Lonks over » poriod of time and

fipd out the relationship boetween chenge in RMOLPs and

change in che sirze of advanced;

{4) To identify the wenknasses, if eny, in the existing

S

vatnmu and profile of gdelegationy and
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{(5) %o suggest the measures for streamlining the systems
and procedures of delegation of suthority in benks with
s view teo improve thelr organisational and operational

efficlency in the area of lending through effective

delegation of powers,

In order to achieve the identified objecilves of the siudy,

a nupber of hypotheses hsve been formulated,

(i} The first objecld is essentially related with the present
status of the delogetion of powers in basks end accordingly
the folloving hynothesis hes been formulated:
Hain Hyp Qﬁﬂ@&wu for Objective 1 3
*Iospite of uniformity in the organisational goals,
regulabory environsent and fuanctional ‘gé%iles, there is
no organisstionsl and opsretional uniformity in the Delew

-~

gation of “uthority in the lending area®,

In ovder To test this main hysotheses, the folloving sube

hypotnesas from K 1 to v 4 nave been formilatad

x

(30?} *Thare is

no vnifermity in the number of Jdecizion
centres in the orgenisational hierarchy froo one
hank to ancother!,

i.2, i. # 3

EY
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wnere ip = nuaber of declsion centres of bonk 4
(i = ?g 2; 3090‘.!2}
Jo = nuwber of declsion centres of bank B
(.3 = 19 29 30.0@97?3}
{Hg2) TPhere is no ¢niformity in the size of NILPs
across the banks®,
-si"‘\t 8
teee  Eyyp  F Kaup
whersa Yﬁg,m = size pf lending powers of bank A's
3 i
ith decision cenbre.
A .
u§5ky = gsize of lending powers of bank Rs
thy decision centre,
{1 = ‘39 gpeotnﬁ}
(HGE) "There 18 no uniformity in the VDLF fractional

relutionship amongst the decislon centres in a

ok '-ﬂ

i«DEQ .:?:« # x j

where Kij = power of Kg with respect &0 5.(5 /gjz.

.xi = slzo of the Lth decision centro.
Xj = size of any other decision centres
other than the it“ decision centre,
g2 1
{Hoh} *Phere iz no uniformity in the time gaps ian the

revisioss made in MULIs by different banksh,

J‘ m
oy &S e
Leeo Tome  # Typp
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. A . . s
whoye TQBLﬁ = time talten to mzke revision in P7LEs

by Bank 4,

=  time taken to make revision in YDLPs

€2

T
“UDLE

&

by Bank B,

(B8) The second objective is related to the size aspect of
banks, lending powers and volume of lending, Accordingly

following maln “ypoitheses has been formulated

N

Jain Hypotheses for obdective 14

"There is no cositive corrvelation amongst the three size
variables namely the size of banks, the size of ¥MDLFs and

the size of loans and advances®,

iIn order to test this hypothesls, the followling subehypotheses

froo ﬁaﬁ o HOG have beca formulated,

(4 5) "There is no positive relationship between the size

s}
of banks and size of lending powers®,
i. @g HO H .’Y = G
where = goefficient of correlolion hetween X and Y,

Xy :

17
E:S = 2

he banks

i T
¥ = 3ize of the lending powver.

{306) "There 1s no positive correlation beiween the size

of MDLP and the volyme of lending business®,



21

i!el ’ §io : EY w G
wvhers By = coefficient of correlstion between U and Y.

& = ¥Yolume of lending Business,

¥ = Size of the leading powver,

(¢} The third objective of the study is related to the

changes in the maximun delegated lendiog power {IDLPs} and

the changes in the size of advances during the period, the
age year and the current vear. Accordingly following main

hypothesis has bheen formulated,

Bgin dyrolhesis for Obisctlive I11

"There is no positive correlation betﬂaev the grovth of

MOLPs and the growth in advances®,

2

In order to test this hypothoeslis, the following sub-hypotheses
have been formulated 3
{HQ7) “There 18 no unlformity in the change in the size o
MDLrs across the bankasb,

. A 2
e e B
leeo  Huye # Xgip

A = nhane A e v ;

Kpnpp = ©change In Y. - over t period of time.
LB w5

Zempp = change in Yo, . over t pericd of time.
t = current year - base year,
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\EOQ) "There is no positive co=relation beotween the change
in the MDLPs and the change in the vilume of lending

business¥,

e

1;6. 2 Y = G

o
ar
s

where

}

8y corelation coefficient between change in

B and change in Y,

B = percentage change in wolume of lending
business,

Y = percentage change in the MILPs,

COVERAGYS OF THE STUDRY

The coverage of the study has been defined in terms of instle
tutions, tine, location pattera ond functions as gilven below:

Ingtltutional Coverage

Al presont there are so many commercial banks in the country.
These banks can be broadly c¢lassified into public sector bunks.
and ;rivate sectoyr, banks, The public sector banks again

put into the catepories in the basls of distinction of owner-
shiv pattern SBI and 1ts seven assoclates banks constitute
one category, vwhera the ownefship of the ingtitutions is not
entirely vesfed in the goverament and the twenty nationalised
barks belong to the second category., They are fully owned by
the government afllndia‘ In the public sector banks, there
is a third ecstegory of Regional Rural Banis aiéo, whiicn is of
recent origin and their shafe in the totsl bapnking business

is rather insignificant. Ve therefore confine ourself to the



constituted by private secter banks, These segment include
foreign banks, other scheduled and non-scheduled bonlks, It

may be pointed ottt that all the public seclor vanks, foraipn

hanks and other banks are scheduled hanks which are included
in the s=cond schedule of RBIL Act, 19iH, AL present thore are

only three non-achedulad banks ia the country and their share’
in taras of deposits gnd advances in total commerclial banks
system 18 vary very small, 5o far as the forsign baniis are
concerned, they are zlss veé; favw in number snd have high
degree of. centralisation in tersps of locations and distribu-
tion of power asoug decision centres, Till recently they were
exempted from sone of the resulatory conditions related to the
asset portfolios couwpared te the Indian baiks. e have
thereflore confined ourselves to the following four categories
of institutions {a) 381 (b) Asscciate Banks of &BI (c)
Nationalised Fanks and (4] Frevate Sector schedulad

comnercial bonks,

Tepnoral Coverage

This study covers a perisd of zeven years from 1580-21 o
198687, The r&tional@ of taking this pericd may be found
in the fact thet it was during these years when most of the

banks revised their lending powers. Another reason for
taking a sinioum period of svven ysars was that for certain
types of analysls, this is the sminimum time periocd reguired
and 1t was during shis period that number of new schomes

involving bank fina were introduced,
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Gepgyraphlcal Coverage

For the purpose of this study cwiy ich branches of identified
Lanks that are loecated in India are considered, In othsr
words the powers delegated by banks to their functionaries
loented at overseas bLranches sre beyond this study, The main
rezson for excluding overseas branches was that such branches
have To operate under totally different policy and legal
environment ond as such because of environmental disimllarity
with Indian branches, the delegation pattermn may not be
comparable aad even if a ccmparative enalysis 1s undertoken,
the findings may not be really useful in poelicy formulation

in thiz country.

1
study is only mﬁth one asp@cﬁ of the functions of
1

cosiderad the delegation of authority in banks in the area

which banks glve loans and advances and provide other supportive
facilities, The loons and advances of banks can be clessified
cn the basis of securlity or tihhe nature of the facility or the

tapset beneficlary sectors. In order Lo ensure managabilit;
Yo

five categori of loans and advances and facilities hove heen
taken for purpose of analysis, These five tyres of facilitics

are unsecured advances, secured advances, discounting snd
purcrase of 2ills/cheques, letters of credit(ialand) and
guarantees, The analvsis of leaaing povers far these flve

categories of advonces has been done in respect of four out of
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five identified tanks angd for the remaining one bank the
delegution of powers for loans and advances to borrovers
belonging to industry (including SSI and Trede), priority
sector {other then 891 and agriculbure), and agriculture has
been done, The emergency advsnces, business abroad and staflf
advances have not been covered,

SAMPLE

e ) *

A saumple of four public sector banks and one privetc sector

bank has heen drawn out of the population, which consist of

the GBI, the Associate Banks of 5BIy the nationallsed banks

“and all the other scheduled commercial bhanks, except forelgn
bankz, The table 1.4 ahows the share of our sample banks in
the total population in resgect of the number of officers,

numter of employees, deposits, working funds and total advance

Table : 1.4 SHARE OF SAMPLE PAMBES IJ THi 3YSDM

Particulare Universe Gample  Sample as %
wata + Datae ¥ of tiniverse

1 Total fo. of 5%,526 12,292 22,00
Gffices

2 Total No, of 3,861,039 9274157 37.16
Staff

3 Total Deposits 1,002,764 49,810 L4847
{#, in Crores)

L Total “orking 2,09,704 65,589 31,26
Funds(k.in Crores)

5 Total Advances 63,235 32,848 5 o G

By in Croees)

+ A1l public sector banks and scheduled compercisl banks
and other s¢heduled commercial banks,

®  Tdentified four public secior banks snd one private
sector bank,



it is evident from the table that the sample in falrly
vepresontative of the populgtion as in teras of tobtal
advancns its share 1s zboub 52 per cent and Lt is aboul
484,47 per cont in the tobal deposits, The share of the
sapple banks in the ldentified universe in total number of
offices, total number of employeges and total vorking funds is
22 per cent, 37 per cent =nd 31 per cent, respectively;

The main consideration in the selection of the banks for
this study was the response of the banks to cocperate and
vrovide the regquired data and information for the study.

At the first stage in the ldentification of the sample
banks, letters of request to provide some basic data and
some information relating to the procedures for the excrcise
of delegaled lending vovers were mailed, The banks were
short listed on the basis of their resgonsé and then again
some detailed information was solicited throuvgh personal
interviews with the top level menagement personnel and
branch level perssonnel, The banks which agreed to provide
the solicited details w@fe Tinally selected, It was agrecd
with the banks thet as far as possible theiyr identity will

not be explicity disclogsed 1o the publlic,

COLLECYTTION OF DATA

The data required for the snalyszis has been collected from
unpublished but gscondary sources such as the hendbook
of instructions, operating wanuals and power charts prepared

by the banks for thelr own use, Information on the procedures



for exercising the delugated lending powers vas collocted
through personal interview vethods Also, in some of the
banks, where the nanagenent sgreed to provide a cupy of the
instructions given o the funcbticnaries such written,
printed or cyelostyled matorisls vere colloeted, Tne data
and the informetion 3¢ sollected were mainly foy the two
points of time; the curront yesp data which seans such

3

information, guidelines ued delegnted powers that ara inforce
at present and the dain, inforaztion ete. relsteld to the
delegated povers that were in Force pricr to the lasth

major sodlficetivns introduced by the concerned bsnks., In
cartain cases, where the powor charts heve nol been revised
over a poascnably long binme an ouber cutegut peint was
de%ﬂfmined‘by caleulating of backwaord Ttime log of maven
years, Thus, thoe d:te and information collected for the

period of last saven vesrs debterpings the perioed of study

i)

gnad the two pslints of Sime Yor analysis viz, the current

vear snd the base yeaye An opinlon survey was also conducted
to elicit the vicws of the learned zcadexicioug and axperie
gnced bankers on the problems The outcome of the survey hes
been used in new formulation of hypoihesis -nd in vndere

stonding the problen from different angles. Yo secret
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information or date of nighly confidentl 1l noture wvas solicited

fyom the banks,

Data pertaining to the functionsl profiles of banks hewve

been drawn from the statistloal statements roalating to banks
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in Indiaz, ammual reports of Reserve Ean& of India, Heports
on Currency and Finance and analysis of banking statistics
and other publications of the Indisn Banks' Association,
The annual financlal statements of The identified banks
have also been used, where neCeS8ary.

HICURS OF ARALYSIS

4t the oubset the procedures of the individual banks, identified
for the analysis, for the exercise of delegated lending powers
wera systematicelly recorded on a comparable 28 point chart,
as these procedures did not have bhe complete uniformity in
all the banks, the distinet procedural festures of each bank
vare recorded sgparately, After a careful examinetion, the
comnon procedures were idsntifled for inclusion in the report
of our study., Since it was felt that a ¢lear understanding of
the ganeral procedures for the evercise of delegated lending
povers in banks was sine quo non for an analytical probe inteo
the pover structure of banks, the cowmon procedures have baen
sygtenatically presented in chapter II of the thesis, The
waximun delegated powers and the aggrepate lending powers for
each type of advence and for each funcltionary respectively have
baen tabulated for the base year aad current year in respect
of each bank, Alsc the percentaoge change in MDLEs and ALPSs
have heen caleulated and presenied for each bank. For the
purpcse of analysis, it was f21i necessary to measure the
slze of the anks through the composite index of size and

ssign them ranks in a descending ordsr, Tabie 1.5 containg

the composite size index of banks and thelr ranks,
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In order to conceal the identity of basis all the identified
- banks have been givenalphabet codes from '3"to ¢, Here
again, the codes have been assigned not in order of ranks but
randemly. It was felt necessary to identify the deecision
centres in each bank at the three levels of manogewent, viz,
the top level mancgemont, the aiddle level management and the
grass root level maﬂagempnt.' Por assipgning the dec¢ision centres
to the three levels of manpgement, lt was desided that the hank
offices {branches of all categories) directly desling with the
public he treated as ETass root level deeision centres; the
offices controlling and monitoring the grass root level decision

centres in the given geographical territories have been treated
as middle managenent level decislon centres and the function=-
arics located at Head office/Central office of the banxs have
been taken as top managzment lovel decision centres, In the
entire analysig, the powers of the decislion centres have bheen
deternined in auooriﬂnun with the powers vested in the head
of each decisxon cgntre,at the grass root level manasgement and
niddle level managoment, Bubt ot the top level management the
,mC/CG;IJMQIMD, the 5D and the GM $credit/operations) have
haen designahgﬁ ag decision contres, depending on the hilerarchy
levels and designstions given in the banks, Each banks delem
gated powers have been analysed i separate chapter, from
chavter 3 to chapter 7. The profile of each bank has been
given in secbion I of the chaplter, while in Section II, the
MOLPs of all the decision centres {or each category of
advances have been analysed. In order to ascertsin the extent

- o

and magnitude of delegated lending powers in each bank, for



31

all the categories of advanges, freoctional analysis has been
done in Section III of each of the chapters assigned to the
banks, by using the matrix table and the following mothemati-

cal formuls 3

. Xy
Y. om -
i xj
where Xii = Powvers of Xi with respect to Kj
X, = 1" gecisica centre of bank X,
Kj = jth decision cantre of buank X,
i = T42e0snell
J = 1eeeeeii

i

AfEer apalysing the MLLPs and ALPs of individual banks and
éscertaining theiyr extent and magnitude, & comparative
gnalysis of all the banks, taken togelher, has been done,

For the purvose, rank aneliysis has heen dene snd case pearsow
nian co=efiicient of corelotions have been ualiculated and the
results of the same have been used te test sowe ol the sube-
hyvotheses, It was felt that use of other higher sophisticated
statistical techniques such a5 regression analyses and factor
analysis were not required in view of ithne nature of the
problen the data available, and the tyne of analysis that was
needed for the purpose of the study.
The findings of analysis of fkdl;jéhai bankse and thele
comparstive annlysis have been used to arrive at the conclue-

ding obhservations and findings, on the tasis of which some
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suggestions have been offered in the last chapter of the thesis
beleving in thelr usefulness in Improving the system of dele-

gation of auvthority in lending area in banks,

The study has been presented in three par.s, Part I contains
this chapter on flesearch Design and another chapter on

Procedures Relating to the Pxercise of Lending Powers in

o

2nks, In the second vart of the study detailed analysis

of delegation of lenﬁimﬁ oowers in gelocted five Ttanks coded

*G Bank', 'R Bank?®, '3 Bank', 'T Bank' and 'U Bank! is
presented, These chapters ave further subedivided into three
sections, Section I gives a brisf profile of the bapnk. 4
detailed analysiz of purpose=wise delegated powers to different
decision centrea is given in Saoctlon IT while the sectionm IIX
describes the extent and magnitude of delegatlion. Thus, the

remalining part of the sbuldy has hecn presonted as given below:

PART = I -

Chapter « IT  Procedures relating to the exercise of lending

poners in ovanksy

PAOT o II
SIS IR SRAEAL T

Chapter = 111 Delegation of Lending Powers in 'l Bank!
Chapter « IV  Delegotion of Lending Fowers in 'R ank'
Chopter - ¢ Delegntion of Lending Powers in 'E Bank!
Chapter - Vi Delegation of Lending Powers in '? Taok®

Chapter « VII Delegation of Lending Powers in ‘U Bank®



PART = 171

Chapter VIII Comparative antlysis of selected Banks and
Main Findings.

Chapter 1X Main Observations and Suggestions.

For the remalning part of the work, we now turm %o

Chapter - Ii,
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