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Chamber - 71.

&P&ZCX TuQa. xi? iqj>;&im go maxia, oMKQfivra

6»1 ' OoacQpt of Efficiency in Halation to 

- tioci^l £bi©OtiTO8

In view of the eec-wouric aiu social objectives of 

banking' intiustry after nation iaaii on* aes <U©g nsions hove 

been o*Saod to tfa© fus'-etlouc of ©os&ereiaL tas&e in 2nd2ft* Shoe© 

ItciulQ opening. of brashes la rural aeeao# toi&lrsg to grioriiy 

soetor# yoteillSGtioa -of savings from agricultural oosiiau^, 

etc* ibose aspects of efi’ioiexqy to not necessarily get reflected 

in costs as a esrainge* It is poosibie that the breaches which 

ore operationally efficient in temo of costs© ma ©amines, 

say not be socially eiTiotot liau vice-versa* Itoee* the ncroo 

for evaluating tke perforrmneo of banks in general ond of 

branches in particular have bean. ebasgi^o

In view of thesamm uioenaloncj the evaluation of banks 

perform an co in Xafiia 2s €S>uq of Ito recent atutiica Ilk© thus©
i r>by Mvetia ana v©akatbd;ulac? rf.i? Coitaitte©'" anci 1%?* i.svtor&> 

m-ftS* ia ma& m the basis of the following criteria in g<moral*

1* i'ulfilii'x;; fiocirl rcopoiieiblXiiieo in roc.chir:g tho hitier to 

neglected ©actions ana aegiaente of the society*

2* l.-zprovins the prccuctivity of employee or utilising the 

empower resources rest efficiently*
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(3^ Improving the? p.ikoi’ttabilt 

resource's ©gtiselly.
(4) llrovidisag excellent ©ustecier services

or ooieging the financial

SJfeuB, efficiency of banks lo now nessurecl in relatively
brooder perspective* in soae? other studies on ecoaoaies of
social, like those fey ur&©ely,’* Tidvmrtr? ppogatioml efficient 

is
of a fea&fe/e&mined iron the poi.it of view of else-cost rolation*

©hip only* However, there tire'few studies such as iUoeo by
,, 6 7kreenoausa and llmxer „ which are directed specifioally 

towardo the social concept of efficient in resource utilisa­

tion by assigning appropriate weights to the services of tank* 
In till a eomoctio n, b-rataeXy observes that Hha saoouat of 
resources used t© provide a given ^uanti^ of fesnltlng cervices,

evaluated in terns of its social value* would provide? a nceetire
Hof the social eiixeie&oy'V

1 bus it would fee of interest to evaluate the, performance 
of the breeches aloo in terse of social ofe^eetivcfi fulfilled 

fey 1iie branches, such qs glorify sector lending, credit 

needs o£ the hitherto aeglected segments of tbs e^tmuity, 

aobilieatit>a of savings free the rural sector, etc* la other 
words, broader azii pore comprehensive scale of ossesfiGsai .aoy 

be used for fudging the performance of rural, end urban branches*

2a order to ezmirm the efficiency of rural mm urban



TMpaas&ee end of assallor mil larger branches* an index basod 

on certain indicators ©£ 'fcooi&X efficiency has k« developed 

in this study* Since quantifieution of th£ee indicators by 

tbe tc-chaiiiw? o£ regression is rut possible* the technique of 

principal fesposie&t ©aal^ois lisa been resorted to*

6*2 Indio at ore of social JBf£icieaac.v

Foil owing seven trail out oro have been selected for 

ae ©our lag bo ei el & f fi-cien^ • s
t

t) s<ttio of priority bcolor advance© to total advance© (X^) 

ii) Jiatio of ©grionltarciL advances to total advances (&g) 

ill) ratio of dir eot^grioul feral advoacec to total agri** 

cultural cdveaacss (&~}

iv) Satis of Basil industries and saall business edvaneco 

to total acivaacec Ui,)
«k

v) itatio of agricultural deposit© to total depoeita (X:-5 

Vi) Itober of -agricultural deposit accounts ts© total 

nuirthcr of depocit^accouritc wu:) 

vii) fiuBber of agricultural advance accounts to fetal , 

nracbor of advance aoouunia U^)

St la to be noted that the c elected indicatora do not 

necessarily represent an exhaustive list, She ©election io 

based on trial sad error method drooping soce indiestore or
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• a^uirfs lies? icdieetoss* ;*oimvsiIafcHi% -of data- boo also
•»precluded sosuo variables for inel yaic-a iu the analy eia •

■ How®} it caa'm said that caob of the lai lector© satisfies

tlio broad esaalytteol ©oricld ©ration aad hence qualifies for
/

iod teles

She behaviour of different l&clieJitors in different 

siso-tfoups of all, rural and urban branches is e&ovm la 

Sablo 6-1 * Srbe selected indicators are doneted in ratio for® 

to shop? the relative iEportsum- of each indie si or in Ecccurivyg 

ooold efficiency.

_ It is seen frox, the table that ienSiui' to agriculture, 

©actor io «ovo in the rural branches wblie lealirg to omli 

IjuustrlcB emll busairseos i© mve in urfeon branches. 

However* because of gredosaiaonci© tc agricultural sector 

advances and predoffiinmt role of rural tranches in those 

advances, ratio of priority sector advances to total advances 

(C-oluon 1) io high©r in raai branches*. Bnrel branches have 

been also none to sob 11 is© deposits fro® agi'icttltursi sector,

which ©onotitute© about 30F of the total deposits*
» /

For further under3tandiri^ of the relationship hetnoesi 

the offi-eiesney of larger and eseller toronotao©, ana smrol and 

urbsa branches, oe teive resorted to the technique of principal 

-coapoaent net hod, a part of factor cmuiycle technique*

Far osssple, data on advea© oe under differ sailed interest rate 
sefeetse, advances to aergitial and csall £ar sore, etc*, we not
readily avoilubXo in a compiled fora*
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'ofcl© 6*1

decree s OaiculiitQd on the basis of fiats for 1979 given in 
Appendix i'abie ?To * T *

Jlotoc la rural bramms, ther© are no broaches doing th© 
business above u*5 erorea* asset in urbon breaches, 
there or© no ‘bransheo doing the business less than ' 
10 lukfa rupees*

2. katio of priority iieotor advances to to tel advances 
:lo aerived by dividing the sun of agricultural 
advances aad snail iniuetries end seal! business 
advances by total advances.
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6< ieihoti-oloM.v far Preparing Index of ^oelal Efficiency

fhe sals, task In ecmo trusting -fee lades of social 

sffie,i€ti4&-» based on several invdcc.tors9 lies in detorsining 

the weights of the variables aod the settod&Logy for' ooabiairci 

the-.* fhe appropriate procedure ie to determine weight of

ImividtriX indicator according to its contribution to social 
efficient *^

Ihere cit tore approaoaae fur evaluating the perfurtBao© 
of individual br&mb* Pirat ©a© is eispi© index method and 

the sees-as one is weighted index uatbod* loo prlioipal coupe* 

neat uoihod of factor eseijrois ia a ©©phi et looted technique 

of giving objective weight to individual indicator »

Jn the first equal weights ore attached to

iadicaiors so that the ©Gugesit© lattes will be based on total 

scores obtained fur each . by adding their in tiles to r-tvis o 

ranks* la this ite© weights ©re arbitrarily given mil

auiticoliinerit? a song tn o variables is not tufcen care of* 

bo the results oi* this mt'mrd uay not be accurate* Bence, the 
so phi stic at e& aetfeod of ’Priced gal Component /molyais* has

tfbmn applied it* ©eaotruatdss cerspooite ir-dax of development*

u$he principal component analysis io m empirical tech- 

aiqua of ’breaking domi* a correlation or ©ov&rimc© imtrix

love set of crtliogouci coupon oat or o:ee equal ixi number
/*• -V*

OjE original variatcs?t-*, 12with that
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llts& principal eoBiJoa^it toothed csas&rwetc a set of new 

variable© (l^) colled prb&eipsi ccffipoasiss#, out of & givQu 

set o€ variable© • • > * u )* -bo i-eu set of wio&les

... n) JU$*» principal w® IIegc®1 costs Mu-;

tion of sttada3?dls^d vBrisfcloa 'sitfa wei^hta la terns of factor 

loadings* Sims, pdiiqipal component 2* is cistern3aed. gb,

^ « S1;|31 t ....

where

2>^ cs t to n -are new •uacorreXatoel eampormis

"13 « i»t to a asd 3 53 1 to % tbs Qoei'£leieni& are

the factor loadings

^ » 1 to a, ore tine observed variables, as oteder&ised*

Each CDEpo^eiit sates a mscdmita <20ntrlbutloa to the si©
/

of the variant of the variables* Mortally, the first principal 

escisonmt oowtribut vjlO wt i„*w& ictus to their total vnpiarioe, the 

seeoi.d principal componeafc, une&vceLatod with die first, 

constitutes to the residual variance eusS so ob* !ih© cm o£ 

the variance of all principal caaiiocoats is equal to the eu& 

of Hie variance of the original variables.

'12tfce i^ortant -steps involved zn Bdopbit-g IMo toahnl&ue 

are tis follows s

i) l‘»e correiutLon matrix of chosen ir41 ccvtyrsfor index of 

-social of fie feaey, based or: observations in respect of 

rural, urban mu ail br&seuen, is obtained«



1

11) laetofe loading io 4or4?cd I?/ dividifig each of tfe©

earrolatioa ©&©£Ci©'iciais fey tfee aQuaro i-onst of tfce grand 

tfe.t&i of correlation efeeffle Spates of all variufeiee. 

ill) CfearaottsTistie roo'l or ©igtsa value denoted fey tbo aubocrigfc 

7> of tfee principal cKJ^aeat* is derived by ©uiming 

tho square of leadings*

Iv) ifae per©** tag© ©oatriimtiya of 3?^ in tbe total variance

of if©* i© derived fey tUvidi^? ©i^ea value C 'h ) fey number

of vccxnhleo (a) aaa tsiitipiyisg it fey 100 i*o*

y. « 2? loo*i a

v) t'wj value of factor loadiMga fee© fe$®» worras! ise*& fey 

dividing it by ©ig©a value* I'd in gives the coefficient 

of pjfiucissi QQ’c^m^u ibis is don© be©©use tfelo function 

i‘3:.a.is;:ic4©s tho terror? verlsiifeca am tils© saxialaefj mia of 

ec£mce© of correlation ©oefflei eats t4.th ail tfe© varies*
9T» „

feXeii* {ubile it© oezn variance lo 1)'*

vi) itae prepsrifeg index* ill© original variable© is different 

©ia©-i$3?o«pa are simdardiced as sfestm in Sxsfeis 6*2 fey
,/le*

dividing1 fey it© standard deviatSsia^i*e*^S-j. ** *-g^ • 

u ©wav or* tli© values ©f principal ©os$o seats (laaea) will 

fee differ©afc deyeridissy oa tfe© nay in wfeiefe tfee varial&ee 

arc used*
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vii) Xn&t&g. os' osxjisl efficiency for ai£i.«r»&t ais©»grtmi® of

Blit rural <ml wfcaa Urmabe® t$ oby rifltdplyteg 

-each et&kjSerciieod verto&Xo *i3,$fe weight* ii*a*# .csoeifiei^ils 

of e&eb variable) mb otsosairtg all obiai&o<i veiuee-^bt© 

gcsk tea" v&i&tm m

\ ° X^l ■?/

A,«*»*£«&*• V “"'X
,:p? * ^.

3,

viii) fifee oo©i'fi0i€uls5 of -.relation betoseti dwzm indicator 

jsid social tkiiziAmc^ 1© foam* t‘u*w to uaiciorotarJi •Sfce 

rolatttmsfelg between is^ivi&fci. m&ic-rtc®* asad aerial 

officionqy *

~fee ei&sa reaulrcli selected i^iettors to ooaotrrset 

ludmz q£ efficjic-fiy i& vexation to eee&aii Gb^oetiyee i'oa?
141 rtse-tu. enfi t?0 uifeta Urm* dime'**£•£ for th$ year 1379 tad 

for sis: Sic; trio fe- nasa&ly# IkfiKxte* 2reGeh9 liisohiiateilU-j, bar at, 

Buleor ars

€•,4 fruiese of ^oeiel Sffioiuney
KA!t>«MnMcl*

fi4fee teties o£ ©ocd&X efi'iolatoy &ae 'mm eoegatod 

*?itfe the ht&p of iridioatorOjSLjlwss^j,^^ »£«*%£#&** fsr £S.l9

ruro& and urban broxha® for th-e year 1979* £fce first prlaoigal 

eoapssenfc irovidas tbo fc;<l«ss£ of aoriai CiU ?&ieb

1g gives Is SsbXe C.>.



fabliS 6*3. i Xados of S'.l'Cio3,gng/

Bis© %'tm© of Branches Sural
Br&scteo

1M> an 
Breaches

All
Braun &

See© tft&n b*10 Xe&h 22*3109 tm 4*4060

10-*50 Xalife 23*2601 % *0624 &*3210

50 lakh*1 oror© '22.60SY 3*4257 4*1548

1-3 eror-o 21*9523 4*313? 3*1390

5-10 orcrro n** 2*oB1 t> 2§ ♦ 1Qr/<s

Bbmra tO crore <w* 2.€911 1*7723

,'<H iji??iiH2h0S 22*354? 3*5391 2 *9109

go let hide/* is based o« !v»r;aXl®ed &r flroi
principal ‘Ga&'&mmt aec&sisiJ3& to principal ©oaposscat
I3Ofeft0iU

Stee lianas c4‘ *»>eiui lyr ai££erout> £si3©«groaj?a of

&ii5 rural aad iz'huu fei’aseiH'S denoted l®- 3, y 2^ ssu 

s-e0|>QCtii?ol^ iu computed wita tsJ© tselp o£ following norosliaed 

equations 1, 2 mid 3 respective'iy*

gogimilged ikiuatlfeap for-fflFst PrlRetpal poginoneat.

S1 « 0*2430% * 0*85313%, * 0*2§61% - C40';S?4l%0.0&39%J1
**•■0# 1c43?Xg* «3*252y6S.|: * i»n /

0* « 0*2298% *4= 0,26C^feg * 0*2556% - Mrrm\ '*0.16S!5235 
*0*1853% * 0.2512% ‘ .*.(2)

0*£2?e% * 0*2B>0% v- 0*26928% - 0*046;% 4 0.0559%
-4-0.2230% * 0*S?912§7

are st^dcrdlood TOrletsIes or origiassl variables’.

w3

# | tO %
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m<& urban branch ob is Is 2’abi&a 6.4, 6*5 aatl 6%6

respe* et iw-ly •

Sfcllociag; ooscluslsii* sr© <Sa?c®» fr&o tfee 3a&«K ©£ oaciaL 

efficiency*

(i) the first jarineija&X compos eat mpLoXm 4$»7&P*

4$.*3£- ssd 42*&9^ ©£ the total variance of seven variablots 

is all# rural m& ixsbm brajaofees roop&<^tvwly* 'Ifce oorresge mlag 
eigen values ( 3s ) foe first principal oeaijoiaest la ail, raedl 

md iwbm femco&e© are 3*2?23»S# e»4 £*,%O$0 reflectively.

Cii) the eo4\filoi*mte of correlation between the index 

of eoeleX efficiency and tb© selected variables 5a pjLi, 

rurea. a ill u?fcas branches ©?e given is Safe*© 6*7,

\7bea all branches ere conoidsrcd* as observed troo the 

table, relatively tiighss? positive values e£ all variables 

reflect higher social efficiency* However* when effect of 

a*w€i~»rbaB erivir&aseiit l© ta&es&nt© account, the behaviour 

©£ these ■variables 1© dli'-^crsatt Is rural and urban branches* 

Variable© £g cad Xg are haring relatively bS#.@r vela® 

sad arc positively related to social efficiency la rarel 

biwc^es/ibe ©or^ ©sending coefficients of correlation ere 

Q«9?'JA:h O.Sr55GS e&d. 0*66114 reap ect ivolyVi hue, priority

sector advances, agriaoltural advances is particular sal
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agricultural deposits to total deposits ars positively 

related tilth social effio leno,?* steer cos seal! industries 

aad eu&il bogi&eaa advsaeee Uij) 4a Segals ivefcy relisied siitU 

©octal effioiet*^* 4*i34o |&?teapo be &ia to tfee fact that 

rural or anclea ore i&'ee&jsiaast 4m agricuAtureCL advances.

Xe ur&Sua texmefaa©* negative values of sous violate! qk, 

ta&ely 3L, ;4,,. agd ;v* and low ml® of X* reflect lav.;ex'* 

social efficiency* .Priority sector lend lag 4© alee relatively 

low in urbOB ,by&&cte©©* <M«ste mm fee sees. tea tfe© value of y,a* 
However* relatively bi$£m? v-diues of eosae variable o* Eascly 

li9 &r$ reflect feiglm* social efficiency* 'file ©orre&pa; 
coefficiento of oarrelsitlcm are 0*61961* ©#?§0B? sod 0*97259

Sable 6.7 t Coo filed, cut of. Ooirelatloc Bottmen lo&eg of 
spe id Bfli oloncy /iwii/dgjiacted lacioatoss*

- X^JUc^lcvo

Hat3.o of Priority sector

-utio of ugriot&tardl ■otl^m- 
•ees to fetal advances

da tie of direct agri* £l»&Eeee 
to fetal sgrl* advances

ii£ti.e 6f ascii Asia* and .EaaXX 
basin©us olvaace® to total 
a&vaiseo

datio of sjrri. deposits to 
to fell deposits
l-i&tio of fgri.deposits sects®

iiatio of agri* advances acete. 
to totd no .of aiv.coots.

Sural UrfeaE MX 
branches brnneteo© fer®chaa

<X|) 0*97639 0.39141 0*96037

i i#
*£

0*9354? -9*11932 0*34047

(**W ^ 0*0d934 0*01335 8 *60746

cv -»0» 5»0943 -0*24084 0.37337

«V 0*66114 0*01941 0*91093

(%) 0.05795 0 *75 W 0.37714

C Ap^I i 0*19390 0*97239 0*92716
NwynwMafcaiiia



159

Xhils iafdtitoo ttet if ciegMdtB, zraafeer ©i‘ ®@ri-

cultural deposit*»aa!n^'uuto and sSvcnee aceounts ora increaaedj 

it will, sabeso© advances to @ri©FJ,t£ sector ©id increase 

eaeluX ©fHe temf t>.t w&m breaches* But at the ease t:U3©s css 

rate of intoroet oo ©gricultarsl sac saalX business c£vmmu 
to rel&timLy lew* and grooeeeirac of these accounts lurnivcB 
feigner operatirig coot, profitability will be negatively 

aii'oeted*

(Hi) It appears frea fabi© 6*2 that la tbs is id ex of 

soeici efficiency* higher volueo are recorded % 'brORohee 

having voltss© of *oaa2a«oo between 10-50 i&he mm®* in rurl 
braaehes and t*9 erore rupees in urban brauohao* £ha eorres- 

jaooding value of imlos is &2-26&1 aul 4 *‘“5197 for rural mil 

urban branches respectively1'*

It ©d$ fee eoneluded* thereto*©! that saaslXea? branch c-e in 

rural areas ess socially acre ©fflensat iisoa larger braaobec* 
Mile my bo ascribed to the fast that Hie proportion of 

lorily sector advaaeeo* poi-ticulsHy e^icijlterei cdvaceoe 

are sore in soaller bt?mebes* In urban areas* Imodium sis© 

branches, i*e, 1-2 ers-rs rupees; armors efficient*

(iv) It io edge interostsiijg to not© that between rural 

sad ustHaa branch©©# -rural breaches or® ffeusd ’to be socially 
sore efficient than urban branches* i'feie is evident trott 

hotels &»5# whe index of social efficiency in rurdt brcncfceo



is higher than brosssfees* aorre©i»bJs3i ag indes o£

mcidL in all, &&t&. &»i orbsm breaches <&ver©g©

of all branches la ©aetesatogor^) is 2««rf09* g£*3567 tm& 

3*523i' respectively} *

She higher mei&l of rural breaches iks^ be

<&*© to the fact ili&t mm& ’cronche© ear© ore oriented to 

i&rioaiiurel auvsacoo9 vfft©roo© tapfeaa fcrcuiahee, ©to though 

savsnoe to ps&urftg? sector* are still oer© ar Seated to 

career cial aol institutional advisees*

6*5 Conclusion^ rrtiWurii'M mm- 11 -- -i ifiig—trii »

Hellowing osucXih&4c.ho are derived Iron the fore** 

go tug diocusetoiu

U) it ©aejrgccs from the &igjcuosio% tbat between 

rurd. am n&hm bras©h©a* os th© srbole*. rar& br&mhea are 

iaoro efficient to an urban branches ia relnUoB. to codel 
objootivos. X’bi& faadi» g So la line with the earlier finding 

of relative ©set ©fftoleae^ of xnreS. over urhsa?

braneieo*

She tii.ghpr ©octal •©ffldea^’ of rurd brooches my bs 
oocrlbod to the fact that mr#;& branches or® uoro oriented 
Awards agriculture! 4&iirohcoo» wb«sr©oa urban branch©© ere 

oriented dot© towards eoomoreial ora institutional advance©-, 
eventhoygii tb«§? ndvano© to priosa.tg' eaetor*



\ V&Cii)- tiusixl hmvmti&s bf.ye been eaoooaa&il in ©obiliois 

ag^loafioi-al <ip»so4t0* v*h$,eb esa b© &em f£osa tbe positive 
j?©L&-&€248bi25 of thio vayia&le tilth sod si offieiancar* fbo 

* ioei6c©ce o£ &epm it®** wex- a&mmt 1© vmy b$-£&t is rur's! 

broaches than. urban fife> -v^cUoa.

(ill) Xu ur*3€» bi‘ar<abfcs? $be positing v&&ttonBbij> teeivjsess 

DQoiol ©IfieloiiC^f eaa attid* vwlafoioo, Lsadauiti'raSt

deceits, Kusbcjp of egri»Bltui'£l d^.aoit aecowaie emu iMKbet 

of asfieultiird aavano© aeeoisnt© reflect hlght-r

ei'£iel©?i«£?* tlo^evoo* ths inaMsEca of 4@paoi.t0 ®iu advances 

is low, wh-lcb ie rail ciotoil la l©eo« naabor oi' fiopooits caid 

©3vssia@ accounts*

4&P
of cepsait bsbite

mid£*ac@ eh owe- acre spread
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B salts, Oooaifcts<s0 Report;#, &m@evQ Bacrt ot Isdia,197s.

Savtaar«mfh *x*vojit&i£Litp o.f PsM.Se Sector Stmko la
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Oraaely , Lyle Ik, ug.clt.
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i?.tester,* D*s 2Mimi lUigm* k'MSr JtortfaHQ* Profit
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eiialysie, was developed by ?Byeb©lDgiGt, portlosiIsariy by 

L'esrsoa sat! ilatMilfcg.^utioetiuontSy;, tU4s tmhnUiUia pas 

sdoptetl by otfcapo, Ht^oo4 and itervy* 4a constru<yfeto» bf

composite ir^ea: of severed variables.
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