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State Co-operative Bank in a state is an important part of the entire
cooperative credit system. State Co-operative Bank is the high estagency of
the three fier cooperative credit structure in a state. RBI and NABARD
provide credit and Stote Co-operative Banks help in its proper
disbursement and proper utilization and also help to prevent its
mutualisation. It serves as a link between REI/NABARD at national level,

District Central Co-operative Banks at district level and Primary

Cooperative Societies at village level. State Co-operative Bank meets the
financial vequirement of its members engaged in agriculture and aflied
activities. The purpose of this paper is to highlight the growth of Himachal
Pradesh State Co-operative Bank functioning in Himachal Pradesh. Being
the highest authority of Cooperatives in a State it is important to study the
performance of this bank. For this purpose the different financial and
operating indicators have been studied in details. The data has been
collected for twelve years from 2001-02 to 20]2-13. The study shows that
the share of fixed deposits in total deposits highest in comparison with other
type of deposits. It was observed that non-agricultural outstanding loans of
the bank ranged between 82.90 and 93.98 percent during the period of
twelve vears. Recovery performance of the while profits of the bank show a
decreasing trend.

Key Words: State Co-operative Banks (SCBs). Himacha! Pradesh State Co-
operativeBank(HPSCB), Apex Bank.

1. INTRODUCTION:

The economy of India is based on agriculture and most of the people who
are involved i agricultural activities reside in rural areas. Therefore, the
development of the economy of India in general and agriculture in
particular is associated with the development of rural areas. The
Government of India has framed various plans & schemes and has also
implemented them in order to help in the growth of the rural areas of India.
To help the rural people through these schemes it is important to have a
strong rural credit structure, for the economic development of rural people
and the upliftment and employment of rural masses at the very grass root
level. In this field the cooperative institutions need to be empowered to
plays a significant role. Therefore, there is a need to strengthen the rural
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Cooperative structure for higher productivity and for the empowerment of
the rural masses. Credit is needed for agricultural and non-agricultural
purposes in rural and urban area respectively by the members of the
cooperative societies.

Co-operative Credit Institutions in India can be broadly bifurcated into two
categories:

(1) Urban Co-operative Banks, the institutions catering to the needs of
urban and semi urban people. However, the urban credit institutions
consist of a single tier commonly referred to as Urban Cooperative
Banks(UCB).

(11} RuralCooperatives, these catersto the needs of the rural sector.

The Rural Co-operative Credit Institutions can be further bifurcated
into Short term and Long Term Institutions.

» The Long-term Credit Institutions.

The long-term (LT) credit structure has Primary Co-operative
Agricultural and Rural Development Banks (PCARDBs) at the base
level and State Co-operative Agricultural and Rural Development
Banks{SCARDBs)attheapexlevel.

» Short Term Rural Co-operative.

The short term rural co-operatives provide crop and other working
capital loans to farmers and rural artisans primartly for short-term
purposes. These creditinstitutions have athree-tier federal structure.

= The apex of the system is the State Co-operative Banks (SCBs) in
each state.

= Atthe middle or District level there are Central Co-operative Banks,
which are also known as District Central Co-operative Banks
{DCCBs)

o At the lowest level (or village) level, there are the Primary
Agricultural Credit Societies (PACS). The smaller states and Union
Territories (UTs) have a two-tier structure with SCBs directly
meeting the credit requirements of PACs.(Aggarwal Babita 2012)

The major portion of cooperative credit is developed for agricultural
purposes. Thus, rural credit forms the most important segment of the
entire cooperative credit structure in the state. In this field Co-
operative Banks play an important role. The main strength of the
cooperative institation is their network which reaches every corner
of country at the grass root level. Co-operative Banks were basically
established to provide institutional credit to farmers at lower rates of
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mierest and on easy terms in comparison to private money-lenders
who used to charge exorbitant rates of interest and impose
humiliating terms of repayment. Co-operative Banks are
institutions. which are functioning according to the principle of
“each foral land all for each”. Apex Co-operative bank ina stateis an
important part of the entire co-operative credit system. It meets the
financial needs of its members engage with credit societies at the
apex, secondary and primary level.

2. Co-operative Banks in Himachal Pradesh

In Himachal Pradesh there are two-tier as well as three-tier cooperative
credit structures. The Himachal! Pradesh State Co-operative Bank 1s
functioning as the Apex, which covers six districts and has two-tier credit
structure. The three-tier credit structure is in operation a two remaining five
districts, where the Kangra Central Co-operative Bank and the Jogindra
Central Co- operative Bank provide their services. The Apex bank is
playing an important role in mobilizing financial resources (Bisotra, 994).
It also establishes close contact with the member District Central Co-
operative Banks and Credit Societies at base level.lt is a balancing agency
of the co- operative institutions working in the state. It coordinates the
policies at the state level. It is also playing an important role in formulating
and executing the co-operative policies in the state.

Himachal Pradesh State Co-operative Bank with 1ts head office at Shimla
was registered in August 1953 under the Co-operative Societies Act, 1912,
At the time of its registration, there were three Central Co-operative Banks,
one joint stock bank and 663 co-operative Societies, which were registered
under the Societies Act 1912, The main cbjectives of the bank are to secure
deposits from the public and various other agencies to make advances to
rural masses, through Co-operative Societies, for marketing and consumer
activities and also to meet the credit requirement of Co-operative Societies
for the supply of controlled and essential commodities under the public
distribution system. In Himachal Pradesh, since that time, the Himachal
Pradesh State Co-operative Bank had been working as the sole central
financing agency on a unitary basis. Himachal Pradesh State Co-operative
Bank acts as the lender of the last resort of the Central Co-operative Banks
of the state by providing cash credit and over draft facilities and by re-
discounting their bills.

3. REVIEWOFLITERATURE

There were various studies conducted and numerous suggestions were
sought to bring effectiveness to the working and operations of financial
institutions. A. Sukumaranet.al (1991), Ravishankar (1996), Sayulu
(1995), Deepak Shah (2007), Lakshman (2007), G. Bhaskar (1994)
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andPathania (2009) observed that the main factor responsible for NPAs in
corporate institution was wilful default, ineffective management and
supervision, poor recovery of loans, utilisation of loans for unproductive
purposes, political interference, unsound lending pelicies, in adequate
supervision, unsatisfactory management & lack of right type of leadership.
It implies that recovery of loans is affected by various local factors. The
people have not been really involved m the cooperatives. Autonomy is
important and essential for the growth of the cooperative movement.

Chinnappa K.{1992} observed that the Co-operative Banks do not have the
professional manpower. G, Bhaskar (1994) pomnted out that lack of
cooperation and active involvement of the rural masses is also one of the
basic weaknesses of the cooperative sector. He {inds that bank officials
approach the public, nor educate them about the various schemes under
which they can get loans. Dinabandhu (1987) stated that apex banks were
not getting much capital from the Government. The Individuals are not
attracted by the services of Co-operative Banks, Pathania & Singh (1988)
observed that the performance of Himachal Pradesh State Co-operative
Bank in terms of membership drive, share capital, deposit mobilization,
working capital and advances had improved over a period of five years, i.e.
from 1991-92 to 1995-96. However recovery performance was
unsatisfactory and NPAs had increased sharply due to inadequate
professional man power, training & a sense of competition. They also
observed that the recovery performance of the Himacha! Pradesh State Co-
operative Bank was unsatisfactory and overdues had increased sharply due
to the after effects of loan waiver schemes of the government.

Patel (1997) and Chakraborty (1999} argue that the Co-operative Banks
have failed so far to provide adequate credit to the needy rural people and
weaker section in terms of their purpose of credit. The sanctioning of
inadequate amount of loans and also their deployment and disbursement are
commonly observed features of co-operative credit. Bhatt et. al (1989),
Bankim Chakraborty (1996), Lakshmanan (2007), suggested that the bank
may try to increase call deposits to commercial banks to improve income
position of banks. The bank should try to mobilize more deposits from
unapproved sources and should iry to extend loans to uacovered sectors.
Jagdish Kapoor (2000), Gagan (2005), A.R Patel (2000), Deepak Shah
(2001}, Srinath (2000) and Mihir Shahet. al. (2007} advocates that to meet
the requirement of finance in rural India, we required changes in the ruraj
financing structure. The Co-operative Banks should be free from the
interference of state Government and the registrar can be fully brought
under the preview of RBI/NABARD.

Govindarajan and Singh (2006} attempt to examine the performance in
terms of profitability and look at the various factors responsible for the
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bank’s profitability. Three differents ratios have been used to analyse the
profitability of banks viz. Spread Ratio, Burden Ratios and Profitability
ratio. In case of spread ratio if it shows a positive percentage during the
study period, it indicates that the bank has used the working funds but it
requires more efficiency for full utilization. In case of burden ratio it is
suggested that the bank should have control over the non-interest
expenditure and eam more non-interest income, due to diversification of its
activities.

Reddy and Srinivasa (2008) stated that Co-operative Banks have to equip
themselves with trained manpower to serve the rural sector in general and
rural artisans in particular, special credit development branches must be
established by over coming all existing problems that are being faced both
by artisans inrural areas and bankers working in rural areas.

Das(2012} in his study on Meghalaya Co-operative Apex Bank, finds that
the bank 1s performing very well in terms of profitability and operational
efficiency. He suggests that loans from credit societies should be granted in
such a manner and under such conditions that these are used productively
and not misused. Tarasankar Das (2013) evaluates the growth prospect,
operational profitability, stability and recovery performance of the West
Bengal State Co-operative Bank Ltd. In order to measure the growth
prospect of the banks, some 1mportant parameters like deposits, loans and
advances, and business are analysed from the year 2001-02 t0 2610-11.The
study shows that all the variables exhibit positive and significant growth
during the period of study. It is found that over all profitability of the banks
during the study period is satisfactory as Burden Coverage Ratic in all the
years s more than cne.

4. METHODOLOGYAND DATABASE

The present paper is mainly based on secondary data and which is compiled
from the other information provided by the bank in its published annual
reports for the period from 2001-02 to 2012-13. The data collected is
analysed with the help of mathematical, statistical tools like ratios,
percentage, average and compound growth rate. Financial and operating
performance have been analysed with the belp of selected accounting ratio.

5. OBJECTIVESOFTHESTUDY
The following are the objectives of the study:

(1) To study the growth pattern of the bank on the basis of selected
parameters.

(1) To analyse the performance of the bank with the help of ratio
analysis.
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(iii) To study the deposits, advances pattern and recovery performance
ofthe bank.

6. GEOGRAPHICALCOVERAGE

At present the Himachal Pradesh State Co-operative Bank Limited is
functioning through 201 branches and 7 nodal offices in six districts of the
state 1.e. Bilaspur, Chamba, Kmnaur, Mandi, Shimla and Sirmour, The apex
bank is also running a staff training College known as Agriculture Co-
operative Staff Training Institute (ACSTI) in order to strengthen the
traintng needs. The bank is the first State Co-operative Bank in India to
implement Total Branch Automation software in all its branches.

Table 1: District-wise Branch Network of Himachal Pradesh

State Co-operative Bank Limited (As on 10.11.2015)
Sr. No., Name of District No, of Branches

I Bilaspur 29
2 Chamba 19
3 Kinnaur 13
4 Mandi 50
5 Shimla 61
6 Sirmour 28

Branches outside Himachal Pradesh 1 {New Delhi)

Total Branches 201

Scurce: Official record of the bank

7. DEPOSITS MOBILIZATION

The Co-operative Banking system aims at mobilization of savings from the
middie-income groups and provides credit to the middle class and
economically weaker sections of the society. Thus, it occupies an important
position in the financial system of the economy. (Samwell, K. Lopoyetom
2004). Deposit mobilization is an important financial activity of the bank. A
good amount of deposits from individual, cooperative societies and other
sources indicates the extent of dynamism the management exhibits.
Deposits are the main source of the funds of Himachal Pradesh State Co-
operative Bank. Deposits accepted by the bank are the loans provided by the
public which are repay able on demand. They act as the base for the bankand
ag the back bone for its credit expansion. (Yadav, B.S,, Kaynat Tabassum
2006)
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Table 2: Composition of Deposits of the H.P. State Co-operative Bank

Ameonnt Bs. in Lakh
- . . s e . Meoney Call at Shert Total
AV ennsits Current Sits 3 Jeposits e "
Year Saving Depesits Bepesi Fixed Deposiis Notice Deposits
Amount ;“;3; Amount :;:: Amount % oftotal | Amoumnt :‘;f Ameunt
; 30 1330 7.7 135.565.87
T 0| . 1,0;1:;4‘3) . [(3/7/8 b0 35,565 83
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20034 | OGN gy | BT gy 1 16 0
el i2.74%
o405 | RIIEES g o 84 A0 609
7.1
200506 | SR04 gy 333 4779 ar | BLHET
(10,87 {1831 £14.0)
%7 % B212
2506-07 "9;]}?;163 w7 236 63,47 ‘f;;x‘f 012 2‘ii’f"§ﬁ”
116 (X7RY (13.84}
worog | R0 g 121 7471 ‘{11":4\‘ o0
(R84 {1133
200809 2141 155 7454 0.9
200910 2354 114 75,22 6t
W11 73,98 .2 89,71 ot
il 3106 135 | PILOHTES Loy 012
(0.6}
S ERTICCTE N TR IEATE B A
(11123 (1113 (6.12; S
Mean 96,567.98 7,31.592.64 334,73 328,306
5D, 38,098.20 7.269.53 1,16,997.53 189,29 158510
v 31 39,56 1793 6.5 84
COR. T 13,52 1306 145 14.45

Source: Anpual Reports of the Himachal Pradesh State Co-operative Bagk Lud.
Mote: Figures in parenthesis indicare the percentage change over the previous year.

The deposits of the Himachal Pradesh State Co-operative Bank can be classified
into three broad groups 1.e. saving deposits, fixed deposits, and term deposits.
The percentage of saving deposits o iotal deposits ranged between 23.54
percent to 31.10 percent through out the period under study. The saving deposits
were Rs. 31,950.65 lakhin the year 2001-02 which increased to Rs. 1,80,945 .41
lakh in the year 2012-13. This shows an increase of 466.33 percent over the year
20061-02.Deposits in the fixed deposits accounts were more than other kind of
deposits throughout the period from 2001-02 to 2012-13. These deposits ranged
from 66.97 percent to 75.22 percent of total deposits during the study period.
The amount of fixed deposits was Rs. 1,01104.39 lakh in the year 2001-02
which increased to Rs. 3,90,115.18 lakh in the vear 2012-13, registering a
compound growth rate of 13.06 percent. It continuously increased during the
study period. The share of the current deposits ranged from 1.14 percent to 3.35
percent during the study period. Here, it is important to note that current deposits
have the lowest cost of funds. Hence, an attempt should be made 1o increase
these deposits further. In case of fixed deposits, the proposition is costly fora
bank because of the higher rate of interest paid on them. However, it is
advantageous because the bank can exercise more discretion in the deployment
of funds generated through fixed deposits as the customers cannot seek the
repayment of such deposits before maturity in normal circwimstances.
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8. GROWTH PATTERN OF HIMACHAL PRADESH STATE
COOPERATIVE BANK

The selected various financial and operating indicators of the bank like
Share Capital, membership, income, expenditure, branch expansion, reser-
ves, working capital, volume of business, profits and investment over a
period of twelve vears has been shown intable-Ti1L

Membership strength and capital position are the two necessary ingredients
which lead to success of cooperative mstitutions. As far as membership of
the bank is concerned, there was a negative growth during the study period.
However the branch network shows positive growth from 2001-02 to 2006-
(7. And there was no change from 2007-08 t0 2011-12 and in the year 2012-
13 it opened nine new branches in the area of operation. The table reveals
that the Compound growth rate of share capital was 1.56 percent during the
study period.In 2001-02 the share capital was Rs. 715 lakh which increased
to Rs.847 lakh in 2012-13. There was a decrease over previous year in 2005~
06 at 0.56 percent. Similarly, reserves of the bank also increased to Rs.
61,396 lakh in the year 2012-13 from Rs.14,547 lakh in the year 2001-02
listinga compound growth rate of 13.99 per cent whereas working capital
shows 13.91% compound growth rate. The business of a bank mainly
consistsof deposits mobilization and credit deployment. The Volume of
business is an indicator which shows the quantum of business done by a
bank.

The vohume of business which was Rs. 1,72,933 lakh in the year 2001-02
increased to Rs. 8,47,167 lakh in 2012-13. showing a compound growth
rate of 15.54%. Total income of the bank which was Rs. 18,521 lakh in
2001-02 increased to Rs. 62,388 lakh in 2012-13 and average income of the
bank was registered as Rs. 34,334 lakh during the study period. Expenditure
of the bank show safluctuating trend fill the year 2004-05 and increased
with high rate and increased to R5.57,342 lakh in 2012-13. Highest growth
over the last year was observed in the vear 2007-08 (41.71%) and 2008-09
(40.58%).The difference of total income and total expenditure is termed as
profit/loss. The profitability position of the bank shows that the bank earned
profits during the study period and there was no loss. The profits of the bank
increased during the study period except in the year, 2002-03, 2006-07 and
2008-09.These years show a high fall in the percentage of profits over the
previous year.

9. OUTSTANDINGADVANCES

The Himachal Pradesh State Co-operative Bank provides short term,
medium term and long term loans to the co-operative societies / institutions
and wndividuals, The main obiective of the bank is rural development and to
achieve this objective the bank has been providing credit facilities to the co-
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operative sectors in rural areas. The Co-operative Banks in Himachal
Pradesh have introduced a large number of schemes for providing finance
to the rural poor.

Table 4: Outstanding Advances of the Himachal Pradesh State Co-operative Bank

ADVANCES {Amount Rs. in Lakh)
Year e ; < P
Short Term 'Ifj) ;fl K?ig“ tﬁi:f Long Term :’:‘;:;{ Total
2001-02 15,493.71 4147 2077726 5560 1.094.01 203 37,367.35

! 13,152.75 22,463.73 ) 6,247.22 ) 41,864.05
2002-03 ¢15.17) 342 (8.42) 5366 (471043 1492 (12.03)

N 12,951.70 37.776.76 10,522.85 . 62,251.83
2003-04 6om 22.41 517 60.68 o 16.90 0,

i 18,332.38 R 43,956.34 14,755.74 < 77,045.09
2004-05 G146 23.79 (16.36) 5705 Az 19.15 2396
P e e e L S L
- 40,200.88 . 40,559.85 26.844.50 1.07.606.03
7 AT 7 > ol Lr X .
200607 (88.20) 37.36 Q20.69) 3769 (13,78 24.95 36.97)
. 42,716.10 s 43,317.81 - 38735.79 124,770,356
2007-08 (6.26) 3424 (6.80) 3472 (44.30) 3105 (15.95)

45,220.32 52,324.86 42,208.17 1,39,754.33
{1 A > 7 2 2 > 0 g
2008-09 556 32.36 50.19) 3744 856 30.20 0200
54,453.51 N 5222777 N 57,759.99 ) 1,64.441,27
2009-10 2045 33.11 C19.19) 31.76 Ve 35.12 0766
N 66,084,738 54,017.13 ek a 1.00941.22 < 2.21,043.13
201011 31,36 29.90 i 24.44 7476) 4567 (3447
72,689.78 . 5892318 1.04,553.73 5 2.36,166.69
201112 9.99) 3678 9.08) 2495 (3.58) 4427 (6.84)
. 77,277.40 58.840.64 n 1,29,256.83 2.65,374.87
2012-13 63t 2942 C0.44) 22.17 o) 4871 e
Mean 40078 43,233 46,376 1,29,687
5.D. 22,728 12,367 41,113 74,209
oY 56.71 28.61 88.65 57.22
CGR. 1573 2.93 5431 19.51

Source: Annual Reports of the H.P. State Co-operative Bank Lid.
Neote: Figures in parenthesis indicate the percentage change over the previous year.

The aggregate loans and advances issued by the bank increased from Rs,
37,367.35 lakh in the year 2001-02 to Rs. 2, 65,374.87 lakh in the year
2012-13, thus, recording an increase of 610.18 percent over the year 2001-
02. The short term loans include overdraft facility and cash credit facility
provided to the co-operative societies and individuals by the bank. In case
of shert term loans, it ranged from 22.41% to 41.47% of total advances
during the study period. Maximum portion of loans was in the form of
medium term loans which ranged from 22.17 % to 60.68 per cent of total
advances during the study period. The long term loans ranged between 2.93
percent and 48.71 percent of total cutstanding loans. The mean score of
short-term, medium term and long term was cbserved to be Rs.40,078 lakh,
Rs.43,233 lakh and Rs.46,376 lakh. On the basis of the above analysis, it is
concluded that the long term loans increase data high errate followed by
short term loans and medium term loans.
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10. PURPOSE-WISE ADVANCES

Purpose-wise loans are classified as agricultural loans and non-agricuitural
loans. Agricultural loan includes loan provided for agriculture sector and
agriculture related allied services. The agricultural loans extended by Co-
operative Banks are again divided into productive credit and investment
credit (Yadav, B.S. and Kaynat Tabassum 2006). The Shori-term
Agricultural operational loans and Medium- term agricultural loans are
included in production credit while the investment credit inchudes the loans
given for digging wells, for purchasing motor pumpsets and tractors. Table-
IV shows the purpose-wise ouistanding loans and advances i.e. Agricultural
and Non Agricultural loans. The table shows that maximum proportion of
outstanding loans in the category of was Non-Agricultural loans with §3.74
percent to 96.04 per cent during the study period. Agricultural loans
remained 3.97 percent to 16.26 percent percent of total cutstanding loans
during the study period. Agricultural loans registered 31.3 per cent
compound growth rate. On the other hand Non Agricultural Loans showed
al7.14 percent compound growth rate. The coefficient of variation of
agricuitural loans was observed to be the highest incase of agriculture loans
which indicates that agricultural {oans are less stable in comparison to non-
agricultural loans.

Table 5: Agricultural and Nen- Agricultural Outstanding Advances of
The Himachal Pradesh State Co-operative Bank

Yoar Agricultural Loan Mon-Agricultural Loan Total Loan
Amocunt % of Total Amsunt % of Total Amonnt
2001-02 4,%34.89 12.94 32,552.10 8706 37,366,99
2002-03 4,183.03 999 37,680.66 90.01 41,863.69
-13.48) {15.83) (12.93)
200304 3,745.84 6.02 58.503.44 93.98 62.258.28
-10.45) (55,273 (48.70)
2004-03 5,286.54 6.86 7178790 9314 77,044.44
(41.13) {22.65) (25.76)
2005-06 7.598.94 9.67 70,964.92 90133 T8.563.86
{43.74) -1.11y (1,97
2006-07 9,932.00 9.23 97,6732.20 90,77 1,07.605.20
307 (37.64) 2697
2007-08 14,171.46 1136 1,10,598.30 88.64 1.24,769.76
(42.68) {13.23y (15.95)
2008-09 32,162.20 23.01 1,07,591.20 76.59 1,39,753.40
(126,953 2.7 (12.01)
2009-10 23.878.77 14.52 1,40,526.50 8548 1,64,405.27
(-25.76) (30.61) (17.64)
201011 28,552.48 13.10 1,92,090.65 86.90 2,21,043.13
21.2% (36,59 (34.45)
2011-12 38,793.07 1558 1,99,373.62 84.42 2,36,166.69
(27.08) (3.79) (6.84)
2012-13 45,375.47 17.09 2,19,999.40 82.90 2,65.374.87
(23.33) (10.35} 1237
Mean 18,076.22 1,11,607.82 1,29,684
5.0, 14,067.06 61,070.04 74209
cv 77.82 54.72 57.22
COGR. 22.58 18.98 18.51

Source: Annual Reports of the H.P. State Co-operative Bank Ltd.
Mote: Figures in parenthesis indicate the percentage change over the previous year.
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1. RECOVERY PERFORMANCE

The ability of a bank to serve as an active channel of credit is largely
determined by its recovery of loans as otherwise there will be stagnation in
the credit flow. The main reason for this is the mounting overdues, which
are clogging the process of credit recycling, Table 4.9 shows the recovery
performance of the Himachal Pradesh State Cooperative Bank during the
period under study. Table- VI shows there covery performance of the bank,
In the year 2002-03, the bank had collected Rs. 5,270 lakh against the
demand ot Rs.6,434 lakh which amounted to 81.91 percent of the total dues.
On the other hand, the total demand in 2005-06 was Rs.10,269 lakh out of
which Rs.8.471 lakh was recovered, which was around 82.49 percent of the
total demand.

In the year 2012-13, the bank had coliected Rs. 64,556 lakh against the
demand of Rs. 48,675 lakh which amounted to 75.4 percent of the total
dues. The maximum percentage of the overdue was recorded at 25.62
percent and minimum at 10.69 percent in the years 2003-04 and 2007-08
respectively. The compound growth rate of demand and collection was
recorded at 25.93 percent and 24.90 percent respectively.

Table 6: Recovery Performance of Himachal Pradesh State Co-operative
Bank Limited

Demand Revovery Overdues
Period Z A A Reﬁgfvery ()V§;dues
Amonnt | incresse/ | Amount | Increase | Amownt | Inerease ) (%)
Decrease /Pecrease /Decrease )
2001-02 NA -~ NA - NA -- NA -
2 - Y78 - 3 - 12 1727
2000-03 8414 5278 3,136) 62.73 Ry
0 278 7.7 46 g -3.73% IR 4G5
2003-04 10,760 27.88 7.741L 46.67 3,019 3.73 7154 14.68
2004-05 12,752 1851 11,085 3028 2,667 -11.66 7909 G54
2005-06 13,110 2.81 10,073 -0.12 3.4037 13.87 T6GE3 -2.86
3,808 3 503 427 51 82 76,06 -1.00
snogr | VEOS 532 10,503 4. 3.30¢ 8.8 76,06 1.0
200708 27,693 160.56 23.613 124.82 3.777 14.28 86.36 13.54
1708 27 23 . : 3 5 .1.02
2008-09 27084 220 23,151 1.56 3833 4.13 8548 1.02
5009-10 25,312 -65.54 20,254 ~12.51 5,088 28.60 80.02 -6.39
301011 42,240 0648 28,301 39.73 13,939 178.58 7.0 -16.27
o 22 e fk 47 N Y - .
2011-12 440,855 328 28.565 4.47 11,290 12.00 72.37 2.01
201213 47,150 1544 35,874 2134 11,276 -0.12 76.08 35.12
Mean 24,47 18,5858.27 585791 24.12 -
5.0, 13,288.24 9.851.06 3,863.39 581 -
CV 54.38 53.00 7,69 28,15 -
C.G.R 18.81 2112 13,65 -4.34 -

Source: Anmual Reports of the HP. Sue Co-operative Bank Lid.
Note: Figures in parenthesis indicate the perce change over the previous year.
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12.RATIO ANALYSIS

Profitability of the Himachal Pradesh State Co-operative Bank has been
assessed by examining the pattern and trends of deposits, income from
advances, expenditure, recovery etc. The ratio of possibility has been
derived by relating various compoenents of profit and loss account to a
common denominator, namely, volume of business which is arrived at as
the balance sheet total less contra items. The indicators as follows:

Interest Earned

(i) Interest Received Ratio: (1) = - X 100
Volume of Business

N . o Interest Paid
(i1) Interest Paid Ratio: (k) = X 100
Yolume of Business

. L. Total Manpower Expenses
(iii) Manpower Expenses Ratie (m) = ~ e X 100
Volume of Business

Non- interest Income
Volume of Business

x 100

{iv) Non-interest Income Ratio; (¢) =

Non- interest Expensest 100
Volume of Business

(v} Non-interest Expenditure Ratio; (0) =

The equations derived from the above key indicators, are:
Spread Ratio = Interest Received Ratio- Interest Paid Ratio (r-k)

Burden Ratio = Manpower Expenses Ratio +Non-Interest Expenses
Ratio-Non-interest Ratio (m+o-¢)

Profitability Ratio = Spread Ratio-Burden Ratio.

The Credit Deposit Ratio plays a significant role in the operations of a bank.
The Credit Deposit Ratio refers to the proportion of the credit sanctioned by
banks in a region, to the deposits collected in the region. It explains the
extent to which a region benefits from the bank credit out of its own deposits
variations in this ratio, indicate that certain regions/states gain more than
others in terms of credit flows, thus aggravating regional imbalance
{Varshney, R. L. 1968}, The higher the Credit Deposit ratio, the greater is
the lending performance of a banking institution. C-D ratio of the bank
shows a fluctuating trend during the study period. The maximum ratio was
observed during the year 2012-13 (45.6%) and munimum in 2061-
02(27.6%). Itis observed that this ratio is below the bench mark (66%) n all
the twelve years.
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Table 7: Katio Analysis

Credit gxteresi Inte{es! chn-im?rest Non-Taterest Manpmj-‘er _Bill‘.d&ii i ) : “;i‘;im
Perind Deposit ﬁ:?if)d :::;1 Expgﬁ;turc Tncome Ratia Rﬁ;‘:{t@s Mgf:;gq R;?E;e{fk} (Spread
Ratio ) ]\ P [13] . Raifo-Burden

ir) k) [E] (1) (m+o-0 ‘Ratio
200002 | 274 982 6.46 1.32 088 104 1.54 336 182
2002-0% 278 9.94 623 166 0.42 1.03 227 319 0.8z
2003-04 317 806 5.7 .51 0.29 o 143 231 0.87
200405 | 415 70 440 .88 0.24 0.89 153 264 1.16
2005-06 374 6.54 4.6 135 128 0.86 0.9 248 1.52
W7 | 446 | 615 | 9% 091 n3g 019 13 EXG .35
200708 364 6.49 437 049 046 0.65 118 213 0.54
200509 | 344 | 714 | 543 108 .60 oAl Y 1| es
2009-10 333 £.84 501 0.79 0.16 0.66 1.30 sy 054
201041 447 7.03 500 0.9% 014 0.6% {48 2.03 055
2011412 | 45 7.4 324 0.87 022 273 1.3% 193 253
201213 456 7.2% 5.13 (.82 0.09 0.82 1.5% 15 0.60
Aversge | 93 | T4l | se9 44 0.43 a2 143 133 8.9
S.I. 6,15 14 8.91 .27 0.33 013 €.38 6.4% .48
[A'S 62 W s 25.57 7635 1581 2134 2113 4412
CG.R 4.68 268 2874 462 18723 0059 0.059 -3.98 .68

Souree: Compiled from annual reports of Himachal Pradesh State C-operative Bank Limited,

Profit is considered as an indicator of efficiency in the deployment of
resources of banks. Income received ratio indicates the healthy
performance of assets which contributes dircctly to profitability. This ratio
ranges from 6.15 percent to 9.82 percent. To ensure a comfortable income
for a bank, the ratio must be improved. Interest paid ratio was brought to the
lowest in the twelve years of study 1.e.to 3.98 percent in 2006-07.This trend
has to be maintained in order to earn more profits. It is observed that the
non-interest income ratio ranges from 0.09 percent to 1.25 percent. In the
present competitive banking arena, other income plays an important role in
the ensuring and enchasing profit. Therefore the Himachal Pradesh State
Co-operative Bank must pay aftention to improve the ratio. Manpower
expenses ratio indicates the expenses under manpower reduce of the bank.
Manpower expenses cannot be reduced sharply; it can affect the
performance of the emplovees which result in the decrease of profits. There
is a need for training programmes to increase efficiency of employees. This
is not considered as expenses but as an investment. Spread is the difference
between interest earned and interest paid. The higher the spread, the greater
the profit marg in of the bank. A higher value of spread ratio indicates better
performance of the bank. This ratio show safluctuating trend during twelve
years. Net Profitte Volume of Business shows a decreasing trend during the
study period which and this is really a major concern at the management
level.
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13 CONCLUSION AND SUGGESTION

There is no significant growth in the number of members during the study
period. But, the number of branches has been increasing with a compound
growth rate of 3.28 percent during the study period. The deposits
mobilization activity of the bank shows a positive growth rate of 14.16
percent, which indicates that the bank is achieving its objective of deposit
mobilization in its operation area. The fixed deposits share in total deposits
is more than the saving and current deposits of the bank. It 1s suggested that
bank should reduce fixed deposits and pay emphasison current deposits and
saving deposits to reduce interest expenses. The bank has shown good
performance in providing loans. The compound growth of long term loans
is higher than that for the short term loan and medium term loans. The bank
should increase reserve funds adequately to face any contingency. Profits of
the bank shows a fluctuating trend during the study period and overall
profits shows a low compound growth rate which is a matter of concern, The
bank should control its expenses and find new opportunities in the market
for income generation. Share capital of the bank also shows a low
compound growth rate, so the bank should increase its share capital for a
better financial position. The growth rate of overdues has increased by13.65
percent which is less than the growth rate of loan and advances (19.51
percent). The recovery (collection as percentage of demand) has remained
above 62 percent during the study period. It means that recovery
performance of the bank is below the satisfactory level. The credit deposit
ratio for the study period has been registered as very low it is much less than
the ideal ratio. The bank should make concerted efforts to increase credit
depositratio by diversifying its lending activities.
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