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' CHAPTER = IV

DELEGCATION OF LESDING POYERS IN 'R RBANK!®

In this chapter, an attempt has been made to examine the
delegated lending powers of the bank called 'R Bank®. The
identity of the bank in this case also, is not revealed in
order to honour the com@iﬁm&nﬁ given to this bank, A4S a
background te the analysis, the structural functional profile
of the bank, based on the current year's dats has been siven’
very briefly in section I. The present status of the bank
has also been compared with 1ts status in the base year to
find out its growth, during the period., A=z the delegation of
lending powers in force at present were revised in 1987-88,
this very year has been telken as the ‘ourrent year'. for the
purrose of analysis, The year 1932-83 has been identified as
the base year' as the &elegat@d,pswers were revised in that

year only prior to the current revision in force,

Section II contains a detailed analysis of the purpose-uwise
delegaﬁed powers to different decision centres, and the extent
and magnitude of délegated lending powers for each type of
'advance have been analysede in Section 111, For the purpese,
all the decision centres have been considered to do 'Fractional
Analysis' of pouers delag&teﬁ by each decision centre to its
subsequent lower dacision centre(s). “ It is now proposed to

exzmine the profile of the Bank first in the pages that follow,.



SECTION = I | «
A _ZRIEP PROFILE OF THE BaNK |

This is one of the nationalised banks located in southemn part
of India. During the current year, this bank had 680 offices,
out of which 119 cffices were located at meﬁrnpolitén areas,
164 at urban areas, 144 at semi-urban ereas and 253 at rural
areas, During the same yeaf, its'total strength 6f gtaff was
12,753 comprising 3231 officers, 7115 clerks and 2509 subordine
ates, The structure and organisation of this bank also has
changed to some extent during the period covered under study
of this bank. The Table 4.1 clearly brings out the salient

chanzses,
Table : 4.1

CEANGES I# PROFILE OF 'R_BANK'

( Aok, RS, in. 2.aihs)

Sre. FProfile variable Base Current Change in current year
Ho. FParameters Year Year over base year
Absolute Percentage

1, EBquity : 18 1,900 1,782 1,510
2, Reserves 273 €45 372 136
3, Deposits 68,917 1,67,112 98,195 142
4, Working Funds 79,791 1,85,773 1,05,982 132
5« Total Assets 89,875 2,264,377 1,336,402 151
6. Total Advances 40,614 91,869 51,255 126
/7. Total Income 72308 18,468 11,160 152
Spread 2,719 4,049 2,230 82
Epanditure 7,305 17,91 10,611 145
10  Het Profit 5 554 S49 - 10,880

Hote 3 Fractiong&f percentage are ignored,
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Ag is evident from this Table, the bank shows an extra=oyilnary
growth of 10,980 per-cent in its net profit. Slcilarly, it
shows a growth of 1,910 per cent in its équi@y during the
period vnder review. This percentage growth both in the equity
and the net proflt is completely misleading as in absolule
terms their amounts were very small during the base year, 7This
observation cen be further substantiated by examining the ratios o
tiet Urofitfiorking Funds and Bauity/Total Liabilities or totsl
assets, The ROIF in thils bheank during thé current year was 0,30
per cent only while the Bquity base in relation to total assets/
1ilabilitlies was less than one per cent or to be more precise only
U.83 per cent, However, the growth in other functional variaguies
As rensonabhle and deserves consideration as the base year data
was not too low., The bank has ilacrensed its reserves by 136 per
cent, deposits by 142 per ceni, working funds by 132 per cent,
total nszets by 151 per cent, However, its total advances have

increased by 126 per cent only,

In other words, its total odvances are lezs than 50 per cent
of its working funds and constitute only 40,958 per cent of its
total assets during the current year. The ratic of total
advances to total working funds and toinl advances to total
assets during the base year_we?e 50.90 per cent and 45,13 per
cent respecilvely. The decline in these ratios in the current
year over the base year has been respensible for low growth in

i

the spread during the period,

ORGANTIATION AND DECISION CENTAES

S

The internal organisation of this hank designed Tor lending

function is ifllustrated in Fipure. 4.1
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This bank has four tler internal ecryanisstional structure
consisting of Head Ofilce, Zonal offices, Divisional offices
and 2ranch officeé. At present it hns five Zonal offices,
%wenﬂy thres Divisional offices and more than seven hundred
branches. It hos two branches in the city of Vadodara. It's
branch structure is split up into five categories as shown
below, which is baged on average agpregate deposits and
advances for last two years @

1—"c "y
{a) ﬁggptional%ngarge Branch has average ageregate of depow

sits and advances of Rs, 100 crores and atova,

(b} Very Larse iranch has averase aggregnte of deposits and

advances of Rs. 15 crores and above bBut below Rs, 100
Crores,

(e} Llarse Branch has average aggregate of deposits and advane

ces of Hs, 7.5 crures and above but below As, 19 crores,

{d} lMedium Branch has average aggregate of deposits and

advances of Rs, 1.5 crores and above bubt below Rs., 7.5
crores, It also includes Main Branches at State capitals/
District Head Quarcers, irrespoctive of thelr business,

{e) Small Branch has average aggregate of deposits and sdvane

ces below Rs, 1.5 crores,

tience, the categorisation of branches change as per volume of
business handled for lest two years. Accordingly a person with
appropriate designation 1s posted in charge of a particular

branch, For example, g person of the rank of AGH is made

o

ncharge of exceptionally large branch. Divisional YManager is
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working at very large branch also., Similarly, chief monager
and senlor manager are ranking below divisional manager.
&t the bDottom lavel manngers are posted at large branch, zediuvm

branch or small branch as per the seniority of the incumbent,

A8 is evident fron Figure 4.1, there are five functicnaries
from CD to AGHM operating at Heand office, three functionaries
at Zonal office, two at Divisional office and again five at

branch level,

On the basis of information contained in Figuro 4,1 and
keeping in view the extent and magnitude of delegotion of
lending povers in this bank, the functionaries £roé top te
bottom have been identlfied os 'Decision centres' for a
detailed analysls of delegated lending po%erﬁ. There are
ten omain functionaries engaged in lending operaticns in this

bank, who are taken up for a detailed study here.
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Figure 4.2 shows clearly as to how the different functione
aries of thils bank are classified as'per the levels of manae
gement to which tney belong, like top level;, middle level and
grass root level and each one of them is allotted a decision
centre code, ience forth only decision codes shall be referr-
ed to(in&icate the different designotions in our analysis,

In this bank, lending powers have been delegated in accordance
with the types of advancos classified as per *security !
9fferad by the borrowers, As such, ali the iaportant types
of advances like (1) Unsecured (41) Secured (iii) Discoun=
ting and purchase of ﬁiiis/chequea {iv) Letters of credit,
and (v} Guarentees ave teken up for a detailed analysis.
Powers are also delegated separately for agriculturel aév&nces
and business abread but these powers are not in conformity
with our securlitye~wise classification of advances especially
the agricultural advances end lending powers for business
abroad are not allotted to all funciionaries., tHence, they

are not used in our analysils,

Figure 4.3 depicts the coaponents of each major category of

advancas,

Fileure 4.3
Coogponents of Various Types of Advances.

{1) Unsecured Advances Loans an? advances which are not
include = sanctioned on the basis of tangible

security of the borrower,



{1i) Secured Advances

include =

(111} Discounting and
Purchase of Bills /

cheques include =

(iv) Leiters of Credit

include -

{v) Guarantees

inclulde =
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Loans and advences sanctioned agolnst
Bank's own Term deposlt, Guvernment

and Trustes becurities; stock exchange
securities, LIC Policies, NOC ebey

-
pledde of goods or documents of tatle

bl

to goedey nypothecation of goods,

machines, equipments, vehlcles nteg

Mortgdgess Book Debls and Raecelvabless
Trust feceipts; Hire rurchese/leoase

documente; estate development loans

1
e{lwﬁ

Loans and advances agalnst clean demand
trade billss documentary D/P and /A
Bills, supply bills on Gevarnuent and
sanlegovernment bodles, public undere
tokiags snd reputed companles; third
party coeques; clean usane? bills,
bills accepted ty other wanks, hills
agaiosst confirmed and irrevocable LCs
snd bllls of machinery manufacturers/

2ealers, accepted by othoer banks,

Letters of credits on /4 Perme and

/P Terms.

D.P, Cuarantees/eo-acreptance of ussnce

bills by banks fully secured by plante
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machinefy etc, with margin of not leas
than 2% per cent on the involce value
inclusive of margin provided to the
supplier {cash margin provided to the
bank should not be less than 103) and
guéranteaa which are partly secured/
unzecurad (with miniwuom margin of 5

per cent).

(23
For the purpose of examining the extﬁnt and magmitude of
londing powers, the zame methodology is used as in case of
'3 Benkt' for thne purpose of sslection of Decision Centres,

coding of DCs and computing lending powers.
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SECTION = 11

ANALYSIS OF DELOCATSD PGYVLAAS AT DECLITOMN CUUTHES
After explaining the prefile of the bani, 1ts orgoenisation

and Decision Centres and components of advances, we now proceed
to snalyse ‘the delegated lending powers of all tho lecision
Centres of this bank i,¢. 'AY to 'J', The MDLF at each
decisien centres has been anslysed at two points of time
namely the base year and the current year for all the important
tyees of advances as desceribed in ”l?uﬂn 4,3, The Tahle 4,2
descriltes the delegsted lending nowers at declsion cenrre 47
which is al the apex of the tos mensgement level of the bank,

Tavle 1 4,2 MOLP AT DACISION CEUTALE PAY

Advances MeD Lo P {.dn Lakn, Change in Chanme

Catey ary page Lorront Amount . (Q{&f
Year Year (&, in Lukh) .

Unsecured 750 10.00 250 33.33

Advances {(2.55) {1.2%)

Secured 100,00 300,00 200,00 2

Advances (35.39) {37,03)

Discounting

asud marcﬂase 100,00 300,00 260,00 200,00

of 9411s, {33.39)  (37.03)

Cheques

Letters of 25402 1CG.00 75 .00 - 300,00

Credlt (8,8%) (12,34}

Guarantees 50600 100,00 5G,00 100, 0
{17.50) {12,34)

agpregate 282,50 . 810,00 527 .50 186,72

vt

lote 1 Flgures in brackets Indicate percentage of
aggregate povers of %he ZARe YRR,
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If we view the highest growbh raée from Teble 4.2, it 1s in
the category of Lethers of Credit i.e. 300nor cent, though in
absolute terms, it comes second among all cotegories of
advances, ‘the second highest growth is recorded by Secured
advances snd discounting and purchase cf Bills/cheques, which
1s 200 per cent over a @eriod of nearly five years. It is
felﬁaw&d by unsecurad sdvances and then gusrantees, Taking
the position in absolute terms, during current year, the
secured advances snd DFBC rank first followed by letters of
credit and Cuarantees, The unsecured advances have the las
position ia the gank where the absolute amount is only ‘
Bs. 10,00 lakhs, The asgregate YOLPs of this DC have increased

(3 2

RBe 527.50 laxhs constiiuting an increase

n
o
by

by a sizeable amount
of 185,72 per cent. Sebxs
Table 4,3 shows the delegated leading powers for different type

of sdvanges nt decision centre 1379
Foey

Table s 4,3% BDLY? AT DECTSICON oENTag Wt
Advances 11, DaLoPs (fsedn Lakh) Change in Chanme
Category Base LLﬂrpat AmounT kq)*“
Year Yeay {fsgin Lakhn) o

Unsecured 5.00 7.50 250 50.00
sdvances (2.55) (1.52)
Zecured 75400 200,00 125,00 166466
Advznces (35.29) {(35.204)

iwcﬁbnting

and purchase t?ﬁ.ﬁ@ 2006 0 125,00 155,66
of Ulll@/ i35.29} (35.24)
chegues
Letters of 20,00 80,00 60,00 300,60
Crodit {"90&1 ) (1&'.@9}
s e 3750 BUa 0 42,50 133.33
‘.Jua» aﬂweeo {17.&[;) (‘.;&‘:} ».’:'
Aggregate 212,50 567,50 355,00 - 167,05

")

Hote: flq, lu brackets indicote % of apggregate powers of the
Ly " .



113

This centre occupies second position at the top level maange~
wpent of the bank, The composition of this centrets ALP shows
that both the secured advances and t%a DU'BC have equal share
of 35:24 ver cent each, of the ALP. “hc ‘second position is
again occupied by the secured advonces uand by the L/Cs and
guarantees to the exteat of 14,9 per cent each, of AL of

his decision cenbtre. The minimum sbare in the ALP is that
of thoe unsecured advances, which consiliute a meagre 1.32 per
cent of the ALP in the currsnt year, Taking the change in
current yesr over the base year in absolute terms, it

nighest in case ¢f secured advoaases and DPBC, followsd

o
o

Letters of Credit, Guarantees, and uﬂseamréd advances,

respectiveiyw Lowever, the pergentapge pgrowvih is again maximun

in case of L/Ce like decision centre 'A', The oversll incresse,
n the MDLPs of thls centre iIs Rs, 355 lekhs, constituting a

groven of 167.0% per cent over its bazz year position,

Table 4.4 depicts the BDLU position of dceision centre 'C!

wnich also belongs Lo the top level of manugewent,
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Table 3 4.8 MDLE AT DECISTON Crubng fCt
sdvances M, D,L, P, (R, in Lakhn) Change in Change
Catezory fase Current amount @%;J
Year Year . (B, in Lakn) -

Uasecured 3,00 5.00 2,00 66466
Advances (2.09) {1.26)

Secured 50.007 150,00 100,00 20000
advances (34,95} (37.97)

Discounting

and purchase 50400 150,00 100,00 200,70
of 311?5/ (340963 {37¢97)

chegues

Lettnru of 15,00 40,C0 25,00 166.06
L)VL L«‘ii‘l (1{:’01}8} {10.‘}2>

Guarantees 25,00 50,00 25,00 160,00

{770&3> (120&5}

Agaregate 163,00 393400 252,00 176.22

53

Hote : Figures in brackets indicate percentage

ge of aggreznte
pa Jers of the same year,

[t

The table preweals that at e bas

o1
o

o

-

year senured advances and

4

DEPRC, euch havinz a shuore of 35.58 per cent in the sggregmte
2 A 3 b5

ot

lending pawers of the decision centre were having the highest
MDLP Pollowed by Guurantees, LSO and clean advances. In the

current year also the pstiern rezains unchanged although the

w3

MDLPas  for all types of sdvances have been changed in the
pange of 66 per cent to 200 per cent., The percentage of
increase 1o the AlP of this decision centre is alwost identical
bo its provious two dzelision centres, Having exonined the
position of first three decicion cenirzs belonging to the top
leval menagement, we aow tuoke on the decislon centre 'D’ which

d

i3 at the bottom ol the top level man-gement,
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Table 1 4.5 MOLE T DECISIONN GIWTRn Do
Advances MeDeloFa (faadin Lakh) Chenge in Chanme
Cavegory Base surrent fmount S
Yaa Yeo {fein Lakn} z
Unsecurad . 1450 2,00 1.50 100,0C
Advances (1.59) (1.05)
\ - -
Fecured 30,00 100,06 T0L.C0O 238,33
advances (3’1 91 3 (35. 27)
Dissounting .
and purchase 30,00 100,00 70.00 233.33
of bills/ {(31.91)  (35.27)
chegues
Letters of 20,00 50600 5000 150,02
Credit (21,277 (17.63)
Guurantess 12.50 3050 18,00 144,00
(1329) (1Va;
Aggvegate Gh OO 235,50 188,50 201459
tiote 3

Figures in brackets lwlicste percentare of aggrepate
rowers cf the same yenr, .

o2

It is evident from the above fahle that the maxicum share in .

the ALF duris vhe base gear and the current vear is thab

pie)
Cr

Do

PQ

of secured sdvances and DPBC, fellowed by L/C, guarentees and
lastly the Qase curcd advences. The parcentage cnonge in curreat
year over base year is alse ia the s.ue order 8o far as different
categorlas of advances are concarned. llewever the ALE at this
ﬁecisign centre hzs increased Ly 201.59 per cent which is a ‘
1ittle higher then i1ts ali the vrevicus three decislon ceanires,
LAfter analysing the lendins powers of all the four decision
centres belonging to the top level managwent, we novw shift to

the decision centres velonging te the middie level manugement.
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Table : 4.6 MOLP AT DRECISION TENTRL 'R
Advances MaloLloele{fsedn Lakh} Change in
Tatezory fase Current Amount Lﬁ%ﬁ%@
Yeor Year (ke in Lakh)
Unsecured 0.75 1200 025 35.33
Advances {(1.25; - {0.71)
Lecured 28,00 504,00 S30600 150,00
Advances (33.47) (35.84)
Discounting .
and purchase 20,00 50,00 30, L0 150,00
of Bills/ (33.47) (35.84)
cheques,
Letters of 12,00 25,00 13,00 103433
Credit {20.08)} (17.92) ,
Guarantees To00 . | 3&50 6059 02.85
(11,71 (S.67)
Aggregate 59.75 135,50 79.75 133.47

Hote @ Fizures in brackets indicate percentage of aggresate
pewers of the same year,
The above table depictz lending pdéwers of the decision centre
B, Here, the NDLPs have risen &iﬂimum in cose of unsecured
advmnces-i¢@. Rae Cuo25 lakhs and muximum l.¢. by 30 lakhs in
case of secured advances and DPBC each dupring the peried of
our snalysis. The ALP of thie decision centre has been piserd
by 133.47 per cent cver thai of base year, It may be recalled
that the rise here is of much séaller order os compared to the
rise of all the decision centres belonging to the top level
manugement, which increocsed by tie range of 167 per cent te
200 per cent approximately. Having exanined the MOLPg of this
declsion centre, we now proceed to another decision centre

belonging to ithe same level of monagement.
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Table : 4.7 FDLP AT DECISION CRpETHR: W
Advances MeDelel'a (i, in Lakh) Change in  np.000
Category base Current Amount ” (5
Year Yoar {Pein Lakh)
Unsecured 0,50 0.50 Nil 00
hdvances (1.25) (.71 ’
Secured 15,00 25,00 1000 654866
Advances {37.50) (35.71)
piscounting B
-and purchase  15.00 25,00 10,00 66466
of bills/ (37,50} {35.71)
chegues ‘
Letters of 8,50 1200 5,50 Sl 61
Credit - (16.25) (17.,%4)
Guarantess 3,00 750 4 50 150,C0
( 7.50) (10.71)
fggresate 43,00 7000 30,00 ©75.C0

Note : Figures in brackels indicate percentage of aggregate
powers of the same yRar.

The table 4,7 zives us the pesition of MDLPs of deeclsion centre
'?Y which is at the bottom of the middle level management of

this bank, -Here, also the share of different categories of

advances in the ALY is on the same pattern i.,e. The hishest

in ecase of secured advinces and DFBC, followed by L/C,

grarantecs ond lastly uvasecured advances, which has G,71 per

cent of ALP during the current year, There i no change at

all in case of unsecured advances of this declision centre unlike
e . . Having-

all the higher decision centre examined so far.fgxaa;n@d the

position of both the decision centres of the middle lovel aane

agement, it is aow the turn of the grass root levsel mansgoment,
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Tahle $ 4,5 HOLP AT DECISION cENTaL !

fdvances ¥.DoLoP, {R.in Lakh) Change in Changre
Category Bas currenst Amount V,%)g

Year Year Pein Lakh) v

Unsacured a5 0,25 Hil 0C
Aavances (1.256} {0917

Secured ?950 1{)@‘30 2.59 3.‘5.33
Advances {37.97) (36.69)

4Discounting

and purchase 750 10,05 2,50 3333
of Bills/ (3797 - (36469)

Cheyues,

Letters of 3400 3,00 Nil 00
Credit (15,18) . (11.00)

fluarantees L 1.50 4,00 2.50 166466

{ 7.59) (14,67
Aggregate - 19,75 27.25 7,50 37.97

Hote : Figures in brackets indicete percentage of aggregate
powers of the same year, '

“As is evident from the table, even at the apex tier of the
grass root level of zanagement, the delegated poweré have
remained vnchanged during the pericd of oWr study in resnect
of unsecuread advainces and the letter of credit. The HDLP of
secured advances and DPBRC have lncreased from s, 7.50 lakhs
to Rs, 10 lakhs, It meamﬁAtha rise in the delegated lending
powers in each of the above two cuses has been 35.35 per cgnt
only, However, the MDLP in case of guaraﬁtees have
increased from #s. 1,50 lakhs In base yeoar to Rs. 4 lakhs in
reurrent year, Although the delegeted lending powers in
respect of all the three types of advances vig., the segured
advences, DPBC and L/C have increased by Rs. 2,50 lakhs in

each case, the perceniage change in respect of guarantees

1
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appesars very high in case of guarantees compared to the othep
two t ypes for the simcle reason that the powers at the base
year were very low at this decision centre, <The ALP has
increasad by Rs. T.5 lakhs only giving a percentage change of
A797. - The pattern of the delegated powers has not changed
during the period. The share or secured adwances and OPBC in
the current year ALP of this centre is 36,59 per cent in eacn
case followed by guarantees, L/C and Unsecured sdvances,

Thus, it can be inferred that at this grass root level decision
cenire, the delegation of powers ls much iess and the change

in the delegated peowers during the period 1s also much less
corparad to the decision centres at the middle and top levels
of management, Now we tum to the next lower level decision
centre belonging to the same level of management which is given

in Table 4.9,

Table 2 4,9 HOLE AT DECIION CENTRE i
aAdvances FioDaLoP, {fse in Lakh) Change in hanae
sotegory Thase Lurrent - Amount ﬁgb
Year Year (Bein Lakh) v
Unsecured G.07 (020 Q.13 185,71
Advances (0.66) {0.93)
Secured 500 10.00 5.00 160,00
Advances (47303 (46,72}
31800Uﬂhiﬂg
ang VNAK".’hd 59‘:‘(} ‘3@500 - 5.0@ 10&0{}6
of Bill s/ (Q?.B@} (4G.72) /
cheques
Letters of Nil . il Hil -
Credit
Guarantees G50 120 CT0 10,00
(4,73} (5,50}
Aggregate 10.57 21,40 10.83 102.45
tote @ Flpgures in brackebs indicate U of aparegste powers of

the same year,
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This Decision Centre is the second declsion centre of the
grass root level management. It's lending powers have incree
agsed in case of all types of advances, exce@ﬁ for L/Cs,

wheres this decision centre is not given any pover in hase
year and current yeor as well, The nighest growth is in case
of unsecured odvances i.e., 185,71 per cent, followed by
puarantees 140 per cent, secured zdvances and DIPC each have
risen by 100 per cent, The share of secured advances and

DPIC types of advances in ALP have decreased aiightﬂyg whereas

L

t has incroased in case of unscoured advances and gucranteos,

cent, which is failrly impressive but again the reason seems to
be low powers at the base year, Now it is turn of decision

ceatre 1Y, which 13 given in Table Yo. 4,10,

Tavle : 4,10 ViOLP AT DECISION CBiITRe 1t

Advances MeDoL Po{Bain Lakh} Change in N

Category RS Current amount “E%”ge

Year Yeapr {Bein Lakh) -

Unsecurad 007 010 0,03 42,85

Advances {(Ge95) (C.93)

Secured 3650 5,00 1.50 L2485

Advances G7.81) (46,72)

Discounting

and purchase 3,50 5.00 150 L2.85

of Bills/ G7.81) (46,723

chenques

Letter of Nil Wil Nil : Wil

Credit

Guarantees 025 Cob0 035 140,00
- {47.81) (5.60)

Agpregate 732 10,70 3433 L6.17

iote @ Figures iIn brackets Indicate poreentare of aggregate
povers of the same yaar,
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The Table above depicts the [TWLPs of decision centre ‘1,

ilere also, the overall trend of growth is found in of different
types advances in current year over base year in all t . pes of
advances except L/C, where theore was no lending power at all in
base year a3 well as current year, The highest growth is found
in cuse of guarantees, which is 140 per ceat, while uasecured
advances, securad advances and DPBC have risen by 42,85 per cent
The share of every t pe of advance except unsecured advances in
the ALP of current yveszr snows a decline, which is very unusual
trend compared to all the previocus decislon centres, Having
overviewved all the decislon centres of grass root level now we
analyse the decision centre 'J', which is at the bottos of the

grass root level as well as the Bank,

Table : 4,19 MDLE AT DRCISION CENTRE 'J!

Advances Mol Lo Py (login Lakn} Change in Chan

A g o R ygeo riyve s I - .fanéf,e
Category base Lurrent Amount C )

Year Year {(fein Lakn) o

Unsecured G, 07 0.,03 0,01 14,28
Agvances {171} (1.25)

Securad 2.09\ B0 1.00 53,00
Advances (69.%4) - {(472.02)

Biscounting )

and vurchase 2,00 300 1,00 50,00
of bills/ {Lg,14) {(L7.02)

chegues \

Lettar of Nil Wil £ A & )

Credit

Guarantees Hil 030 G.30 -
{£.70)

hgeregate 4,07 6.38 231 56475

Note : Figures in brockete inddicante percentz g of oyorezste
powors of the same year,.
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The table above deplcts MDLPs of thils decision centre, where
lending powers have increased in all itypes of advances except
L/C egnin. The range of incrense has been within 14,28 per
cent to 50 per cent. if we vicw the share of different types
advonces '_in the ALP during the period of cur 'mview, the
ugusual trend noticed at the previozis decision centre i.e.
decline in current year over base year continues, The ALPs
have alsc registercd a growth of 56,75 per cent little more

than its immediate higner decision centre IV,
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Haviang examined all the ten Decision Centres from 'A' to 'J°

we can conclude that so far as MOLPs of unsecured advances are
concerned it is only in case of Decision Centre 'F! and 'G!
which are not benmefitting from enhanced powers, In other words,
their same powers of the base year continue even in cufrent
year. In the matter-of secured advances, gll the decision
centres benefit from the enhanced limits. The decision centres
belonging to the top level of management have highest rise in
MDLP, the middle level decision centres have smaller share of

. Increase and the decislon centres belonging to grass root level
have the least increase in their MDLPs, In absolute terms
there has been an inecrease in the MDLP’of the four grass root
level decision centres in the range of Rs, 2,31 lekhs to

RS‘. 10'538 1&khs¢

It may be observed from the table thai the change at decision |
centre 'H'! is more than the change at decision centre 'GY,
which is & higher level centre. This can te axplained by two
observators viz. (1) the powers of decision centre 'H' at the
base year in respect of secured advances and DPBC were of

Rs. 5 lakhs for each, while the same were Rs. 7.50 lakhs each
for decision centre 'G', Thus at the base year the powers
were higner at Rs, 2,50 lakhs in each case compared to the‘
powers of decision centre"ﬁ'q {2) During the current year,
the powers in respect of secured advances and DFBC have been
raised to Rs., 10 lakhs for each at both the decision centres
and these two deciéion centres have been brougnht at par for

two categories of advances mentioned above., It is very clearly
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visible from the table that compared to the grass root level
decision centres the MDLPs have been increased by much higher
amount at the middle level decision centres, By the maximum
increase at grass root level has been by Rs. 10.83 lakhs, at
the middle level decision centres the increase has been of

Ra, 30 lakhs.at decision centre 'E', it is by about Rs, 80 lakhs,
It can thus be inferred\that at the grass root level the
powerstgre~not only very iéss but the increase over the

period has also been very less compared to the middle and top
level decision centres, Furthef, at the top level decision
centres, the powers have increased in the range of Rs, 189,50
lakhs Rs, 527,50 lakhs, It means that even in terms of

change in powérs, ihere is very higﬁ coﬁcentfaﬁion at top)level
decision centres. Such a sitvation should naturally attract
more proposals for sanction at middle and top level decision
centres, whereas the approach should te to ensure that minimum
possible credit facility proposals have to go beyond the ‘
‘grass root level decision centres, The observation made on -
the basis of Table 4,12 can further be substantiated by the

analysis given in 4,13,
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DiSTni?iZIbw g

SETOSTIIN pRe g
AGGREGATE 1Y

S ] Pt Sl B B A il S
- P TR S A PN L3 S

et e vt g -
PLARSES OF AL

AVTHIORTTIT 3

Aggropate Lending

Change in corrent year

Fowers(k.in Laknhs oveyr base yeary

Levels of QUWer \ i; ) 5 yeo

Fanagenent Base Current syovat
Year Year (leoin Lakhs) ”~

Top ?.32 295 5 ™ ad
g (53 {88.1G)

plddle $9,75 209,506

(8,98}

152400 180,87

11¢,02

Grass 41.7% 5573 24,02 57458
Root {ba7T7) {2,817}

Aggregate B73,46 2331.2% WST77 1£2.82

The table reveals thet the AlPs at the top lovel declsion

centres togethop

ALFP ©f all the ten decision centres,

the total powers of all the four

)

are only 2.8 pep cent of the

decis se The zitustion at

ign cenira
1g also not very happy, as both

together aboui § per cent

of the abank. It means thet upito

enjoy adequate powers ~nd all Che

even in case of secured 3dvmaces have to xe

decision cenlres for szneotion.

reviey its delegabion volicy to

numter of pronosals reoach the top level mans

- o
centres for

Ui

sre more thap 88 pexr cent of

daclsion centres taken

gremnte power

ol the &l

There is

the tolal of
At the grass root loevel
5 0f 1l bBhe

the middle level man.rement

the decision §entres wakoen
LP of zll the decision centres
20 level functionaries do not
vropossls above B8, 50 labhs
to the top leovel

a gréd for the bank %o

gnsure thet a very small

apoment decision

songlderation and sanction.
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SECTION - I1I1
EXTENT AND MAGNITUDE OF DELLUGATIUN

For the purpose of finding ocut the magnitude ¢f delegation
starting from Decision Centre 'A' to 'J7', the data of LPs
for different catesgcries of advances have been put on a matrix
type of table, Since the Board of Directers have unlimited
powers, for the purpose of our analysis, we have taken the
MDLPs starting from the next functionary of the bank, whom we
have coded as decision centre 'AY, For analysling the extent
and magnitude of delegation, we have used the same methodology
making the use of matrix type of table to find out relative
position of each Decision Centre to snother at the same level
of ménagement as well as other levels, The Table 4,14

contains a detailed analysis of unsecured advances,



Table No. 4.14
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EXTENT AND MAGNITUDE OF MDLP FOR UﬁSECﬁRED ADVANCES

Extent of Magnitude 6£ Delegation as éeroent of
Delegation higher decision centres,
Levels Decision MDLP Top Middle Grass Root
of Men= Centres (k.in .
agement Lakh) A B c D E F G H I J
- Pop A 10,00 =
B 7.50 12+ -
c 5,00 20° :g'
%0, 40, 60,
D 3.00 5" 00" o0 -
Middle B 1,00 gg' %2' 204 gg' -
. 5. 6. 10. 16, 50. _
F 0.50 05" 66 00 66 00
| . 2. 3. 5. 8, 25. 50, .
Grase G 025 55" 33 00 33 00 00
: 2, 2, &, .6, 20. 40, 80. _
H 020 05" 65 00" 66 00 GO 00
I i 0.10 10 1; 2- ' 33‘ 10' 205’ L"Oo 50. -
) 10 00" 33" 00 33 00 00 00 00
o 0. 1. 1‘ 2' 8. 16 32¢ ho 80. -
T 008 g5" 06" 60" 66 00 00 00 00 00
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This table deplcts exteat and magnitude of MDLPS highlighting
many sipgnificant facts., Firstly, it snows that 31l the four
decisioﬁ centres of grass root level together handle borrowal
proposals of the amounts ranging from Rs. 8,000/~ to Rs,25,000/=-
only, though these decision centres deal directly with the
borrovers, Sven 1f we cowpare those MDLPs of the next higher
iavel management tler, the ¥DL¥s of those two decision centres
belonging to mlddle level of manzgement are ranging between
RS, 50,0C0/= to ?s, 1 lakh, The becision'Centre Y, which
is impediate higher lecision Ceabtre to 'G' enjoys ewactly the
double MDLPs of Decision Centre *GY' Decision Centre "' in
turn preocesses four times the powers of Decision Centre 'GY,
In other words, the powers tc declsion centres'belcnging to
the top manzgement level are iﬁcré&sing at even more pPrograsse
ive rate, There secens to be very conservative attitude on
part of managemeﬁt of the bank so far as the question distrie-
buting lending powers to especially te the decision centres
belonging to grass root level is concerned, Tliow, it is the

 turn of secured advances,

'



Table No, - ""015

EXTEQT AND MAGNITUDE OF MDLP FOR SECURED ADVANCES
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00

Extent of Magnitude of Delegation as percent of
Delegation - higher decision centres
Levels Decision MDLP Top 1 Middle Grass Root
of Mane Centres (k.in
agement Lakh) A B c )] E F G H I J
Top A 300,00 =
B 200,00 2% -
¢ 1s0,00 2% 2+ -
D 100,00 32¢ 30 22 -
widdle E 50,00 &+ 22+ 23 20¢ -
: 8. 12. 16. 25, 50. _
F o 25.00 33" 50" g6 00 00
3% 5. 6., 10, 20, &0,
Grass G 10.00 -
Root 33 OQ .66 00 00 00
' ’ 3. 5. 6 10. 20. &0. 100. -
H 10,00 33° 00" e6" 00" 00 00 00
. 5.00 3¢ 2¢ 3. 5. 10, 20, 50, 50, _
Y 66 S50 35 00 00 OO0 00 QO )
-~ J 3. OO 1 1. 2‘ 3. 69 12‘ 30‘ 30‘ 60‘ -
* 00 50 00 00 OO 00 00 00
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The table above shows MDLPs in terms of amounts which are
substaintially higher than those contained in Table 4,14,
Otherwise, the overall trend of distribution of MOLPs at
~different levels of management is almost identical, The
decision centres belonging to grass root level appraise and
take finzal deelslon of borrovwal proposals ranging from

RS, 3 lakhs to Rs. 10 lakhs only though full security has been
obtained from the borrower, Whereas there are only two
decision centres &t middle level, which handle horrowings
seengling between Rs, 29 lakhs to Rs., 50 lakhs, ‘In contrast,
the lowest declsion ceutre of the top mansgement group has
double the sanctioning powers than decislon centre '5' which
is immediately below it, but at the apex of middle level of
managenent, Even at grass root level, Decision Centre 'J!
enjoys only 30 per cent, and 60 per cent of thg decislon
centre Y and 'I° respectively, although toth bhelong to the

same level of management.



Table No, 4,16
EXTENT AND MAGNITUDE WATRIX OF MDLP FOR DISCOUNTING

AND PURCHASE OF BILLS/CHEQUES FOR CURRENT YEAR
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Extent of Magnitude of Delegation as per cent of
Delegation higher declision centres
Levels Decision MDLP .
agement Lakh) & © B C D E F G H 1 J
Top A 300,00 -

B 200,00 gg' -

¢ 150,00 gg' gg~ -

33, 50. 66, _

Middle E 50,00 ég' 25, 33. 50. _

00 33 00
‘ 8. 12, 16, 25, 50,
F 2500 33° 55" g5" o0 00
30 5- 60 10. 20. lz‘o.
Grass G 10,00 . -
Boot 33 00 66 00 00 .00

H 10,00 23° 05" 46" 00" o0 00 00

1" 2-': 3. 50 10- ?-O. 500 50-
1 5.00 46" 50" 33" 00 00 OO0 0O 00

J 3,00 de 1. 2. 3. 6. 12, 30. 30. 60,
00 o0° s50° 0O @O 00 00 80 00 00
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The above table displays MDLPs of all the decision centres
for the purpose of Tiscounting and Purchase of §ills/0heq&es.
Since banks gencrally discount Gocuméﬁtary ugance bills and -
purchase chegues dfawn by first class parties, having
maximum integrety, the risk element i1s very low., It is
perhaps for this reason, thnt the management of this bank
has structured identlical powers here also like that of
secured advances, Honee, it does not éerit separate

analysis.
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ZETENT AND WMAGNITUDE OF MDLPs FOR LETTERE OF CREDIT AND

GUARAWTERS FOR CURRENT YEAR

Extent of Magnitude of Delegation as per cent of
Deiegation higher decision centreg
Levels Decision #DLP Top Middle Grass Root
of Hane Centros (R.in
agenent Lakh) A a8 c D E P G H I J
TOp A 100000 -
B 80,00 o
¢ 50,00 290 gg' -
55 f * ™
'1 -
widdle B 25,00 520 31 Zoe 2%
) e 12e 5. 24, 24, hO. =
Foo1288 o6t 007 oo’ oo oo
L‘ 5 B¢ 8 16 3’30 hd
Grass G 4,00 *oaR amt An
Re6T D0 0D Q0 0 0C 33
» - 1 1. 20 3 2}. 1(} EG. -
H .20 20" 50" 49" 4o’ 80 09 00
1 o Q, 1. 1 2a 5¢ 154 50, =
i G860 5" 75" 20" 200 40" o2 000 @
T Q -,50 Oo 00 ﬂ@ On 1. 2- 70 250 §Gn -
- Y30 F7 6D 60 20 % S0 Q0 00

Hote : As the lending gpowers of Latter of Credit and Guaraniees
are identical at most ol the DCs, only higher limit of the
two iz token up for unalysis,
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This table indicntes ¥DLPSs gerdalning to Letiers of Credit

he decision centres of this bank,

ot
B

anid Guarantees for the all
These decline in the MDLPS has heen lowest at the top leovel
decision centres, slightly more a3t middle level and maxinum
ot bottom level decision centres, The coupurision of Decision
Centre 'J' with Decision Centre 7.7 would be meaningless,
hence we compare it with dosision centres *EY and '0°
belonging to middie level of mansgement. It brings oub the

Decision Centres 'J'  the lowest gt gress roet level,; enjoys:

<t

cnly 1,2 per cent and 2,% per ceut only c¢f the ¥ULPs of
Secision Centre '5' and 'V raspécﬁively. Zven within the
sane group it nossesses ouly 7.5 per cent, 25,00 per cent of .
the MRLEPS of Deeclsion Centre 'CY, whicn is at the top of the
grass root level, The other obsepvations that can be made is
that grass root level decision centres handle borrowal propos-
als conc%idng Letter of Uradit and Guarentees ranglng between
Rse 30 lakus to Ra. & lakhs nly, theo middie Jovel decliszsion
centres pussass powers fop disposing of bdorrowerz? proposals
ranzing ff@m 8. 12 lakhs to Az, 25 lakhs, which the top
level declsion centres MILPE pange betwesa Rs, 50 lakns to
Rs, 100 lakhs, which 1s culte disproportionate to the powers
of middle and grass rcot level decislon centros, Having

completed the analysis throush matrix tvpe of tables, we now

turn to another type of table,
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Table : 4.18 B N

AGCRECGATE LENDING POYWERS OF ALL AUTHORITIES FOR BASE YEAR AWD
CURRENT YEAR ~

Levels of Lending Aggregate Lending Power Change

Change
Management Power = , -
' Authority izgi gggggnt Ancunt (%)
(%, in Lakhs) (f5oin Lakh)
Top A 282450 310.0C 527.50 186,72
(32.34) (34,74}
B 212,50 56750 355,00  167.05
(24,32) { 24.34)
C 143,00 . 395,000 252,00 176,22
{16.37) (15.94)
D 94,00 - 283,50 189,50 201,59
(30,76) (12.16)
Middle & 59475 139,50 79.75 13347
- (6.84) {5.98)
F 40,00 70,00 30,00 75.00
(£.57) (3,00)
Grass Rt G 10475 27.25 7450 37.97
Root (2.26) (1.16) .
H 10,57 - 21440 40,83 102,45
(1.15) (0.91) .
I . 7.32 10,70 3,38 46,17
(.83) (0u45)
5,07 6438 2,31 46.75
(0,46) (0.27)
873.46 2331,23 . 57,77 166.90

Note: Figures in. brackets indicabe percentage chonge of ALP Of
that perticuler year only.
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This table depicts the aggregate lending powers of all the
decision centres from 'A' to 'J! belonging to top level,
middle level and éfass roét level of managements, Here thé
MDLPs of base’year too are given so as to get comparative
idea of MDLPs over a time gap of about five years, It is
showing almost identical fall in the columns No. 1 and No. &4
i,e, ALP for all types of advances of all the decisibn centre

from 'A' to 'J' are showing a marked decline,

Aé is evident, the percentage change in MDLP at grass root
level is ranging from 37,97 to 56,75. For middle level it is

ranging between 75 to 133,47 and for the top 1evél of manage=
ment, it ranges between 167.05 to 201.59.

If we view the share of ALP of each decision centre in the ALP

~ of that year, we:nofice that all the four top level Decision
Centres share.in ALP of both current year is increasing,
Whereas In case of all the decision centres below the top level
have declining share in ALP during the base year. This is so
despite the faet that in absolute terms MDLPs have increased
invariabkyegg;'the base yéar. Overall, fhe ALP of all decision
centres have pisen,ﬁy Rs, 1457,77 lakhs 1;9. by 166,90 per cent,
We take another type bf analysis of the ALP for the current
year in Table 4,19
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 Table : 4,19

EXTEINT AND WMAGHITUDE OF AOQCRECGATE MLPs OF ALL UECIZION CENITRES
FOR 'R BaNK' DURING CURRENT YEAR

gxtent of Magnitude of Delegation as per cent of
Delegation higher decision genires
Levels Decision MRLP Top Middle = Grass Roob
of Mane Centras (B.in
agamant Lakh} A B C D B o G 31 I J

B 567,50 o+ *

&80 ‘ 69: -

! y -

Ly 35 -
fiddle € 139.50 2330 géo gg, gg,

: 00 8, 12. 17. 24. o o
v T0.00 g1t 330 227 69 17

Grass 3 4 ) :
5 & -0 . N 9« 1Y B, =
Root G 27.25 3% 83 89 61 53 92

2. 39 5. 70 ?50 - 300 780 -
2040 o 97" 417 st sk 57 53

v
ey

I .«ir} 7 Qv 1. 20 30 7: 1§0 39: E?Qo -
. i 32 83 Y0 97 67 28 26 00

- Go 'za ?- 20 £;o 9- 23. 290 5?’30 -
J 6e38 73" 42" 45 25" 57" 41 Y 8 62
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Thié table also depicts thg same matter i.e, aggregate lending
powers of'all the decision centres as in previous table but
through differeﬁt method i.,e, matrix type of téble. Taking

as per leﬁel of management first, the grass root level
decision centres MDLPs range between Rs. 6,38 lakhs to

Rs, 27.25’1akhs only, Here the highest Decision Centres G
has only 3, &4, 6 and 9 per cent approximately of its higher
decision centres belonging to the top level decision centres,
The ALPs of middle group deCision centres range between Rs., 70
lakhs to Rs. 139,50 lakhs., While the real contrast is found
in case of top level decislon centres, thch has the share in
ALP of ail decision centres together to the amount ranging
betﬁeen Rs, ZéB.BQ lakhs'to Rs; 810‘lakhs.‘ Ail the decision
centres éf the top level ménagement‘have much higher share of
its higher deciéipﬁ centres as compared to all the decision

centres below belonging to middle and grass root level,

vIn conclusion for'R Bank', we can state that MDLPs have increased
almost on the same pattern like that of 'G Bank' i,e, largest
share of increased powers have gone to the top level decision.
centres, slightly less in favour of middle -level decision

centres and oniy Aominal tc‘the grass root level decision
cenﬁfes. As far as d;fferent ginds'of advances ars concerned,
secured advances, DPBC and Letters of Credit have proportio-
nately much bigger share, while invguarantees and unsecured

advances, the increase in MDLPs is only nominal,



