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Chapter 1

INTRODUCTION

Credit is an important instrument in enabling farmers to acquire command
over the use of working capital, fixed capital and consumption goods. In the wake

of the Green Revolution, credit requirements have increasedfor both inputs for crop
production and farm investment. The small farmers, with a limited ability to finance
investment, are the logical target group for loans advancedby the credit institutions.
In view of the large credit requirements for lumpy investments, large farmers also

need to be served by the credit system. Due to the important and increasing role of
the non-farm sector as a source of employment in rural areas, the need to cater to

credit requirements of this sub-sector has also been a motivatingfactor for the
reorientation of the rural credit system in Pakistan.

Rural credit markets in Pakistan, as in other developing countries, are
characterised by the co-existence of formal and informal sources of credit. The

formal sources comprise commercial banks, cooperative credit societies and rural

development financial institutions. The informal sources include a wide variety of
lenders in the vilJages and sUlToundingtowns. Transactions in the credit market are

rule-based and regulated, to some degree, by the state as compared to transactions

in the informal market that are of a personalized nature and are not regulated. The
basic distinctions between formal and informal credit sources translate into a

divergence in interest rates charged by different types of lenders. The
characterization of rural credit market being a segmentedone refers to the existence
of two distinct types of lenders implying a differential access of borrowers to the
two sources of credit.

A striking feature has been the exclusion of large sections of the population,

particularly small farmers, agricultural labourers, artisans and poor peasants, from.
access to the network of formal credit institutions. Usually, these sections of

population do not have access to the institutionalcredit because they do not possess
adequate collateral. Formal institutions are reluctant to lend without adequate
collateral. Lending to small farmers also is a costly proposition for the formal
lending institutions.

An improved financial market would not only lower the risk of lending to the
small farmers but also make loans available for non-farmactivities. It has also been
ob.served that most of the rural households are credit constrained and the

contribution of the institutional sources in providing credit is very low as only one-
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third of them obtain loans and 10 percent of them borrow from the institutional

sources. Most of the institutionalsources usually lend for production and investment
purposes and ignore the consumption requirements, while non-institutional sources
provide loans for consumption.

To meet the credit needs of farmers, Government of Pakistan (GOP) has set

up a myriad of credit institutions and has taken many other policy initiatives.
Among these measures, the most important one was the establishment of the

Agricultural Development Bank of Pakistan (ADBP) by merging the Agricultural
Development Finance Corporation with the Agriculture Bank of Pakistan in 1963.

Secondly, GOP also forced the commercial banks to channelise a designated
amount of credit to rural population by fixing mandatory targets for each of the five
major commercial banks. Thirdly, several types of special innovation schemes were

introduced through which the credit was to be disbursed to the target population.
Credit institutions vary considerably with respect to their sources of funds.

The commercial banks depend entirely on their deposits. All other institutions,

though not barred from deposit mobilisation, have depended on refinancing from
the State Bank of Pakistan and/or foreign financial institutions. The ADBP has

borrowed extensively from the World Bank, the Asian Development Bank, the
International Fund for Agricultural Development and the State Bank of Pakistan.

The Federal Bank for Cooperatives has depended exclusively on the State Bank of

Pakistan. The failure to In°bilize deposits is partly due to the policy of financial

suppression adopted in Pakistan but largely due to abundant and cheap refinancing
facilities made available to the credit institutions by the government. Strict limits

on the rate of interest on deposits of different kinds and the availability of financial

instruments offering high returns like Defense Savi:lgs Certificates explain poor

deposit mobilisation by commercial banks. Availability of cheap refinancing

facilities as a part of the credit planning exercise by the State Bank of Pakistan has

discouraged the Cooperative Societies and the ADBP in their efforts to mobilize
deposits from their clients.

The provision of funds by the State Bank to financial institutions at low rates

for on-lending was meant to provide the loans at subsidized rates to farmers. The
rate of interest on agricuIturalloans has been fixed lower than the rate of interest for

commercial and industrial loans. Production loans to small farmers up to a limit for

some years were granted free of any interest. Loans for this purpose still contain

an element of subsidization. Loans for medium-term and long-term interest also

contain some element of concession. Rates of interest on different types of loans
have remained fixed. In the face of inflation, real rates of interest have been low

and, for some years, negative. The subsidy on agricultural loans was meant to lower

the cost of inputs and farm investment to enable faimers to adopt modem inputs and
purchase farm machinery. .

The creation of new credit institutions notwithstanding there are large unmet

..
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credit needs of various categories of rural household as has been pointed out by
several researchers concentrating mostly on the demand side analysis. Qureshi
(1992) found that the limited access of small farmers to the sources of credit was

an important factor in the slow pace of rural development in Pakistan.

The demand side of the literature on credit overlookSthe constraining factors
that emanate from the supply side of the credit market. The development of
sustainable credit institutions is important for providing credit in support of rural
development. The present study aims to bridge the research gap by examining the
operation of commercial banks and the Agricultural Development Bank of
Pakistan.1 The broad objectives of the study is to assess the financial and economic
sustainability for each type of lending institution.

The study is divided in six chapters. The introductory chapter sets out
research issues, type of data used and the strategy used in the data collection and
data analysis. Chapter 2 provides a detailed descriptive profile of the Agricultural
Development Bank of Pakistan (ADBP) using branch level al1d aggregate
programme-level data. Chapter 3 deals with the important issue of sustainability of
the ADBP. The assessment is carried out in terms of Subsidy Dependence Index
(SDI). Chapter 4 provides an analysis of the cost structure of bank branches of both
ADBP and commercial bank branches in terms of translog cost functions from the
branch level data. Using relevant control variables, economies of scale are
estimated. Chapter 5 investigates the determinants of bank branch location in terms

of area specific characteristics such as agrocIimatic environment and physical
infrastructure. This exercise is carried out for ADBP as well as for all the five

commercial banks. The final chapter summarizes the main findings and outlines the
policy directions helpful in redesigning the formal credit institutions so that
financial and economic sustainability for these institutions is ensured.

1.1. Data Sources, Sample Selection, Questionnaires
and Data Analysis

The data used in the study pre diverse and covers many aspects. Financial
information as well as performance-related data such as number of staff working in
banks were obtained through structured questionnaires. The programme-level
information for ADBP was obtained from its Head Office in Islamabad. The

branch-level questionnaires for ADBP and the National Bank of Pakistan were sent
through the respective Head Offices to be filled up at the branch offices. Two
consulting firms were assigned the task of filling the questionnaires for the ADBP
and National Bank branches respectively. The instructions from the State Bank of
Pakistan to the Head Offices of the banks to provide information for the study were
instrumental in persuading bank managers to cooperate in the data collection.

ITwo companion studies, dealing with cooperative societies <mdinformal lenders, examine at
some length the operation of these two types of lending institutions in Pakistan.
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1.2. Sampling Methodology

Sample Size for the ADBP

Appropriate sample size of a survey is very important to get reliable and

meaningful results. There are two major types of formal institutions who disburse
credit in rural areas of Pakistan: (i) Agricultural Development Bank of Pakistan;

and (ii) Commercial Banks. Keeping in view the important role of ADBP in supply
of rural credit, it was decided to draw fifty percent sample of the ADBP branches.
As there are about 350 branches of ADBP, 175 branches were included in the

s~mple for ADBP. In view of the need to have enough observations for the
placement decision of ADBP branches, it was decided to have a complete census
of the ADBP branches.

Selection of the Commercial Bank and the

Sample Size for Commercial Bank Branches

Methodology for selecting the commercial bank and determining the number
of branches of the commercial bank to be included in the sample is based on the

loan disbursed by the banks during last five years. Only those banks are included
in the sample design whom State Bank of Pakistan (SBP) grants mandatory
agricultural credit targets. The five banks in the sample design were National Bank
of Pakistan (NBP), Habib Bank Limited (HBL), United Bank Limited (UBL),
Al1ied Bank Limited (ABL), and Muslim Commercial Bank (MCB).

The average five years share ratio of loan disbursed by each bank is 17.2 for
ABL, 9.69 for HBL, 4,89 for MCB, 45.42 for NBP and 22.53 for UBL. In view of
the dominant share of the National Bank of Pakistan in the disbursement of loans,

this bank was chosen for the analysis.

Province-wise Sample Size

The distribution of branches amongst four. provinces is based on the

methodology adopted by Applied Economic Research Centre (AERC) and Punjab
Economic Research Institute (PERI) for selection of Tehsils for household survey

and Informal Credit Market Study. The ratio they used is the cultivated area in each

province which is 56.4 percent in Punjab including AJK, 26.8 percent in Sindh, 8.8
percent in NWFP, and 8.0 percent in Balochistan. Using these ratios, Province's
sample size was determined.

1.3. Preparation of Survey Instruments

(a) Preparation of Questiollnaire

The crucial step was to develop a questionnaire for obtaining financial and

other pertinent information from the bank branches. For this propose, several
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sessions of technicalcommittee2 were held. A general consensus was reached that
the questionnaire should contain information on:

. Branch characteristics;

. Employee's profile;

. Information on Accounts;

. Saving mobilization;

. Income and Expenditure of the Branch;

. Information on the bank performance with regard to loans;

0 Informationon type of collateral;
. Repayment experience;
. Balance sheet.

(b) Pretesting of Questionnaire

The questionnaires should not only be complete in every respect, but it
should also contain questions for which it is feasible to collect data. The
Questionnaires were pre-tested before the finalization. In the light of the pretested
questionnaires, minor revisions were made in-those questions which were not clear
for eliciting information.

(c) Editing and Coding the Questionnaires

The objective of this phase is to assign codes to open ended questions and
make consistent the invalid response. If it was not possible, the response was

deleted. Field editing was done by staff of the consulting firms with the help of the
staff of bank branches. The office editing of the completed questionnaires was done
at PIDE.

(d) Data Entry Programmes and Preparation of Data Files

Since a limited time was available to conduct and analyse the data, many
tasks were carried out simultaneously. At this stage when the data collection and
editing of questionnaires work was in progress, it was decided to enter the data in
the computer and prepare the data files. To accomplish this, an integrated data entry
program was prepared and subsequently data entry was started. To remove the data
entry errors and to make data files as consistent as possible, a thorough review of
data was also undertaken by using frequencies and cross tables.

The financial information gathered from the survey was supplemented by

district level data on different aspects of infrastructure and agro-climatic variables.
District level data on Irrigated Area and Road Length were collected from various
issues of Provincial Development Statistics published by Governments of Punjab,

2The Technical Committee had a broad membership- It included representatives from State Bank

of Pakistan, World Bank, PIDE. AERC and PERI.





Chapter 2

A DESCRIPTIVE PROFILEOF THE ADBP

2.1. Introduction

This chapter provides a brief description of the banking operations of the

Agricultural Development Bank of Pakistan with a view to identifying key
analytical and policy issues. In particular, we discuss its income and expenditure
accounts, examine its recovery performance, and spell out various dimensions of
its credit disbursements and deposit mobilization. In addition, we highlight some

important branch level characteristics, using the information obtained from a survcy
of bank branches of the ADBP.

2.2. Income and Expenditure Accounts

Table 2.1 provides a detailed description of the income and expenditure
accounts of the ADBP. The table shows that the bank's total expenditure
fluctuated between Rs. 2,670 million and Rs. 4,712 million during the period
]991 to 1996, registering an average annual growth rate of 10.47 percent.
Interest payme;1t on deposits and borrowings grew at an average annual growth
rate of 10.95 percent during the period 1991 to 1996, increasing from Rs.
] ,721 million in 1991 to Rs. 2,894 million in 1996. Salaries, allowances and
other benefits increased from Rs. 726 million in 1991 to Rs. 1,231 million in

1996, depicting an average annual growth rate of 11.12 percent. Interest

payment on deposits and borrowings accounted for a large proportion of total
expenditure, followed by salaries, allowances and other benefits. T~1eshare of
interest payment on deposits and borrowings in total expenses ranged from
57.65 percent to 66.84 percent during the period 1991 to 1996, while the share
of salaries and allowances stayed between 23.24 percent and 28.74 percent
during the same period. The table shows that the bank's total income varied
between Rs. 2,822 million and Rs. 4,908 million during the period 1991 to
1996, recording an average annual growth rate of 10.96 percent. Interest

earnings, which constituted more than 90 percent of total income, increased
from Rs. 2,755 million in 1991 to Rs. 4,636 million in 1996.

2.3. Credit Operations

Table 2.2 provides data on agricultural credit disbursed and the
corresponding loan targets. Agricultural credit increased from Rs. 3,131 million in
1983-84 to Rs. 14,138 million in 1994-95. Except for the years 1990-91, 1991-92,
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Table 2.1 00

Year-wise Income and Expenditure Accounts as on 30th June
(Million Rs.)

1991 1992 1993 1994 1995 1996
Amount %of Amount %01" Amount %01" Amount %of Amount % of Amount %of

Total Total Total Total Total Total

Expenses 2794.34 100.00 2669.S9 100.00 3367.71) 100.00 45S5.9S 100.00 4712.32 100.00 4597.15 100.00

(-4.45) (26.14) (36.17) (2.75) (-2.44)

Interest on Deposits/ Borrowing and 1721.47 61.61 1539.48 57.66 2223.92 66.04 2987.45 65.14 3149.38 66.83 2894.01 62.95
Retum (-10.57) (44.46) (34.33) (5.42) (-8.1 I)

Salaries, Allowances & Other 726.64 26.00 767.35 28.74 782.64 23.24 1184.59 25.83 1127.77' 23.93 1231.26 26.78
Benefits (5.60) ( 1.99) (51.36) (-4.80) (9.81)

Traveling Expenses 45.49 1.03 44.63 1.07 4R.R() 1.45 49.36 1.08 52.31 1.11 55.08 1.20
Directors Fees & Allowances 0.06 0.00 0.10 0.00 0.15 0.00 0.02 0.00 0.09 0.00 0.21 0.00

Rent, Taxes, Insurance Lighting etc. 75.47 2.70 95.90 3.59 89.04 2.64 115.57 2.52 114.74 2.43 139.01 3.02

Law Charges 1.73 0.06 1.97 0.07 4.R6 0.14 2.81 0.06 2.09 0.04 2.01 0.04
Auditors Fees 0.32 (>.0I 0.37 0.01 0.37 0.01 0.37 0.01 0.39 0.01 0.48 0.01

Postages, Telegrams & Telephones 24.92 0.89 31.32 1.17 37.46 1.11 31.80 0.69 39.93 0.85 41.59 0.90

Stationery, Printing & 22.32 0.80 22.61 0.85 16.19 0.48 21.94 0.48 23.45 0.50 24.76 0.54
Advertisement

Depreciation and Repairs to Bank's 80.82 2.89 74.73 2.80 84.35 2.50 99.79 2.18 95.53 2.03 89.45 1.95

Property

Other Expenditure 95.10 3.40 91.42 3.42 79.94 2.37 92.27 2.01 106.63 2.26 119.30 2.60

Income 2909.19 100.00 2822.32 100.00 3557.02 100.00 4778.59 100.00 4907.73 100.00 4790.74 100.00

(-2.99) (26.03) (34.34) (2.70) (-2.38)

Interest, Discount and/or Retum 2755.97 94.73 2666.86 94.49 3400.20 95.59 4546.56 95.14 4669.11 95.14 4636.38 96.7&

(-3.23) (27.50) (33.71) (2.70) (-0.70)
Commission 43.70 1.50 28.29 1.00 12.19 0.34 33.50 0.70 27.66 0.56 29.32 0.61

Rent 1.27 0.04 0.05 0.00 0.03 0.00 0.04 0.00 0.03 0.00 0.09 0.00

Other Receipts 108.25 3.72 127.13 4.50 144.61 4.07 198.48 4.15 210.93 4.30 124.95 2.61

Source: Agricultural Development Bank of Pakistan: Annual Reports.

Note: Figures in parentheses are growth rates.



1993-94 and 1994-95, the bank exceeded its loan targets. Table 2.3 provides details
on term-wise composition of loans disbursed. Short term loans showed wide
fluctuations during the period 1991 to 1996. These loans increased from Rs. 2,514

million in 1991 to Rs. 6,147 million in 1996, showing an average annual growth
rate of 19.57 percent. Medium term loans increased from Rs. 1,310 million in 1991
to Rs. 1,765.18 million in 1994 and then declined to Rs. 562 million in 1996. On

average, medium term loans declined at the rate of 15.56 percent during the period
1991 to 1996. Long term loans followed a mixed trend during the period 1991 to
1996, showing an average annual growth rate of 4.20 percent. The share of short

term loans in total disbursements varied between 24.53 percent and 59.45 percent
during the period 1991 to 1996, the highest figure corresponding to the year 1996.
The share of medium term loans stood at 15.75 percent in 1991, increasing to 19.64
percent in 1994. This figure then sharply declined to 5.44 percent in 1996. The
share of long term loans in total disbursement followed a variable pattern over time,
declining from 54.05 percent in 1991 to 35.10 percent in 1996.

Tables 2.4 and 2.5 respectively provide information on agricultural credit

disbursed by purpose and by size of holding. According to Table 2.4, total
agricultural credit increased from Rs. 7,736.05 million in 1991 to Rs. 10,253.87

million in 1996, showing an average annual growth rate of 5.80 percent. Two major
categories of agricultural credit are development loans and production loans. While
development loans declined from Rs. 5,291.81 million in 1991 to Rs. 4, I 10.18
million in 1996, production loans increased from Rs. 2,444.25 million in 1991 to
Rs. 6,143.69 million in 1996, registering an average annual growth rate of 20.24

9

Table 2.2

Agricultural Credit: Targets and Disbursements

Million Rs. Disbursement as % of
Years Target Disbursement Targets
1983-84 2846.00 3131.00 110.00
1984-85 3316.00 3821.00 115.20
1985-86 4132.00 5217.00 126.30
1986-87 4200.00 5939.00 141.40
1987-88 6215.00 9598.00 122.30
1988-89 7160.00 8526.00 119.10
1989-90 8225.00 9271.00 112.70
1990-91 7940.00 7736.00 97.40
1991-92 9000.00 6490.00 72.10
1992-93 6320.00 7985.00 126.30
1993-94 10200.00 8702.00 85.30
1994-95 14190.00 14138.00 99.38

Source: AgriculturalDeve10pmentBankof Pakistan:AnnualRepol1.



Table 2.3 '
~
~

Ter/J/-wise CO/J//)()sitioll (~l LO(I/IS Dishursed

Terms

Short Term

Agricultural credit

Projcct loans

Medium Term

Agricultural Credit

Projcct loans

Long Term

Agricultural crcdit
Project loans

All Term

Agricultural credit
Project loans

Tohl1 Lo:ms Disbursed

SO/lrce:Agricultural Developmcnt Bank of Pakistan: Annual Reports.
Nole':Figures in pan:ntheses arc growth rates.

(Million Rs.)

Average
1991 1992 1093 1004 1995 1996 Annual Growth

Amount % of Amount % of Amount % of Amount % of Amount (I" of Amount % of Rates (%)
Total Total Total Total Total Total ( I99 1- I996 )

2514.48 30.21 3112.48 44.49 3037.82 35.15 2205.13 24.53 6238.84 42.80 6147.19 59.45 19.57

(23.78) (-2.40) (-27.41) (182.92) (-1.47)

2444.25 29.36 3042.98 43.49 2992.0() 34'()2 2201.28 24.49 6182.24 42.41 6143.69 59.42 20.24

70.23 0.84 69.51 0.99 45.76 0.53 3.85 (L04 56.60 0.39 3.50 -45.10

1310.75 15.75 903.07 12.91 815.09 9.43 1765.18 19.64 1627.80 11.17 562.57 5.44 -15.56

(-31.10) (-9.74) (116.56) (-7.78) (-65.44)
1247.74 14.99 903.07 12.91 815.09 9.43 1765.18 19.64 1627.80 11.17 562.57 5.44 -14.72

63.00 0.76 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

4498.72 54.05 2980.88 42.61 4790.50 55.42 5018.94 55.83 6709.09 46.03 3629.52 35.10' -4.20

(-:n.74) (60.71) (4.77) cn.(8) (-45.90)
4044.06 48.58 2543.05 36.36 41n.IO 4iU4 4735.54 52.68 6328.37 43.42 3547.61 34.31 -2.58

454 ,()() 5.46 436.03 6.25 612.:\9 7. ()lJ 283.'10 3.15 380.72 :.Y)I 81.lJ() 0.79 -2lJ.02

7736.05 92.94 6480.99 92.76 7985.25 92.39 8702.00 96.80 14138.41 lJ7.00 10253.87 99.17 5.80

587.90 7.06 506.43 7.24 658.15 7.61 287.25 3.20 437.32 3.00 85.40 0.83 -32.01

8323.95 100.00 6996.43 100.00 8643.41 100.00 8989.25 100.00 14575.74 ] 00.00 10339.27 ] 00.00 4.43

(-15.95) (23.54) (4.00) (62.15) (-29.07)



Table 2.4

Year-\vise Agriclflflfral Credit Disbursed by Purpose
(Million Rs.)

1991 1992 1993 1994 1995 1996

Amount % of Amount % of Amount 'i(. of Amount % of Amount % of Amount %of
Total Total Total Total Total Total

Development Loan 5291.81 68.40 3447.01 53.11 4993.18 62.53 6500.73 74.70 7956.17 56.27 4110.18 40.08
(-34.86) (44.86) (30.19) (22.39) (-48.34)

Tractor 2650.30 34.26 1742.68 26.85 3548.0 I 44.43 4071.55 46.79 5029.80 35.58 3261.61 31.81

Dairy farming 818.98 10.59 610.24 9.40 453.07 5J"7 1220.33 14.13 1050.IC) 7.43 424.96 4.14

Farm equipment 500.35 6.47 %7.16 5.66 304.75 3.82 296.53 3.41 382.75 2.71 74.24 0.72

Tubewells 564.28 7.29 304.83 4.70 252.01 3.16 294.12 3.38 693.71 4.91 ]73.34 1.69

Livestock 184.34 2.38 140.06 2.16 212.63 2.66 309.40 3.56 221.84 1.57 43.21 0.42

Poultry Fanning 174.47 2.26 n.16 1.42 38.68 0.48 34.20 0.39 73.21 0.52 18.16 0.18

Orchards 0.00 0.00 0.00 0.00 36.61 0.46 63.60 0.73 157.96 1.12 18.11 0.18

Land development 0.00 0.00 0.00 0.00 10.87 0.14 I 1.14 0.13 40.5C) 0.20 7.03 0.07

Fisheries 7 1.71 t)'lJ3 33.59 0.52 6.96 0.09 4.n 0.05 .W04 0.28 6.64 0.06

Fanll transportation :;7,(,'2 0.7.1 :2<).:23 O.dS I .<).I 0.0:'. OJ,.\ (),() 1 1.17 0.0 I 1('.7.1 n. I()

Draught animals 0.37 0.00 1.60 0.02 O.l)lJ 0.0 I 0.74 (J.O1 0.11 0.00 0.00 0.00

Godown cold storage 1.47 ().02 0.71 0.0 I 0.00 0.00 0.00 0.00 0.00 0.00 CWO 0.00

Others 267.91 3.46 124.77 1.l)2 126,(17 1.5lJ 184.62 2.12 265.87 1.88 66.19 0.65

COli till [{ec/-



Table 2.4-( Continued) 1-..:1

1991 1992 1993 1994 1995 1996

Amount %01' Amoullt % of Amoullt %01' Amount % of Amount % of Amount % of
Total Total Total Total Total Total

Production Loan 2444.25 31.60 3042.98 46.89 2992.06 37.47 2201.28 25.30 6182.24 43.73 6143.69 59.92

(24.50) (-1.67) (-26.43) (180.85) (-0.62)

Fertilizer 1060.62 13.71 1348.23 20.77 1171.21 14:67 1093.76 12.57 3030.93 21.44 3 161.00 30.83

Pesticides 699.29 9.04 967.02 14.90 701.17 8.78 527.72 6.06 1437.65 10.17 1445.44 14.10

Seeds 391.78 5.06 371.92 5.73 382.82 4.79 293.m 3.J7 1067.29 7.55 1044.69 10.19

Labour hirc & other charges 0.00 0.00 0.00 0.00 160.26 2.01 125.78 1.45 3 17.48 2.25 234.59 2.29

Working capital for poultry 45.79 0.59 56.37 0.87 46.38 0.58 30.30 0.35 52.94 0.37 17.85 0.17

Working capital for dairy 19.26 0.25 18.89 0.29 12.45 0.16 19.15 0.22 22.90 0.16 41.61 0.41

Working capital for livestock 0.00 0.00 1.47 0.02 4.06 0.05 0.56 0.01 3.38 0.02 3.72 0.04

Working capital for fisheries 0.53 0.01 0.51 0.01 2.20 0.03 1.37 0.02 1.88 0.01 0.32 0.00

Others 226.98 2.93 278.56 4.29 511.52 6.41 109.56 1.26 247.80 1.75 194.48 1.90

Total Agriculturalcredit 7736.05 100.00 6489.99 100.00 7985.24 100.00 8702.01 100.00 14138.41 100.00 10253.87 100.00

(-16.11) (23.04) (8.98) (62.47) (-27.48)

Source: Agricultural Development Bank of Pakistan: Annual Reports.
Note: Figures in parentheses are growth rates.



, Source: Agricultural Development Bank of Pakistan: Anual Reports.
Note: Figures in parentheses are growth rates. .

w

Table 2.5

Agricultural Credit Disbursed by Size of Holding
(Million Rs.)

1991 1992 1993 1994 1995 1996
Amount '/'<,of Amount 'X,of Amount % of Amount %of Amount % of Amount (1<,of

Size of Iiolding Total TOlal Tolal TOlal Total Total
A: Landless 52.13 (),(,7 30.19 0.47 43.31:\ 0.54 2300.51 26.44 232H.91 16.47 1(,70.91 16.30

(-42.08) (43.67) (520351) ( 1.23) (-28.25)
Surety Loans 1.15 0.01 1.05 0.02 351 0.04 4.62 0.05 4.50 0.03 0.00 0.00.

Other Loans 50.98 0.66 29.14 0.45 39.87 0.50 2295.88 26.38 2324.41 16.44 0.00 0.00
"

B: Owners 7683.92 99.33 6459.80 99.53 7941.88 99.46 6401.50 73.56 11809.50 83.53 8582.96 83.70
(-15.93) (22.94) (-19.40) (84.48) (-27.32)

<5.1 Hectars (<12.5 Acres) 3241.89 41.91 2039.41 3w42 1643.15 20.58 1101.92 12.66 4455.79 31.52 3646.61 35.56
5.1 to <6.5 Hectars (12.5 to <16 Acres) 742.70 9.60 915.66 14.11 1059.40 13.27 646.94 7.43 2093.66 14.81 1320.51 12.88
6.5 to <10.5 Hectars (16 to <25 Acres) 1069.39 13.82 1006.29 15.51 1133.49 14.19 723.11 8.31 2100.17 14.85 1458.03 14.22
10.5 to <13 Hectars (25 to <32 Acres) 533.40 6.90 458.52 7.07 558.19 6.99 417 .20 4.79 849.62 6.01 542.51 5.29
13 to <20.2 Hectars (32 to <50 Acres) 718.03 9.28 632.51 9.75 843.92 10.57 673.62 7.74 1037.43 7.34 735.78 7.18
20.2 to <26 Hectars (50 to <64 Acres) 405.91 5.25 385.17 5.93 490.90 6.15 366.05 4.21 444.39 3.14 293.51 2.86
26 to <40.5 Hectars (64 to <100 Acres) 438.74 5.67 408.65 6.30 709.33 8.88 609.25 7.00 455.73 3.22 586.02 5.72

40.5 Hectars and above (100 Acres & above) 533.86 6.90 613.60 9.45 1503.51 18.83 1863.40 21.41 372.72 2.64 0.00 0.00

Total Agricultural Credit 7736.05 100.00 6489.99 100.00 7985.25 100.00 8702.00 100.00 14138.41 100.00 10253.87 100.00
(-16.11) (23.04) (8.98) (62.47) (-27.48)
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percent. The share of development loans in total agricultural credit varied between

40.08 percent and 74.70 percent during the period 1991 to 1996, the highest figure
corresponding to the year 1994. The share of production loans in total agricultural
credit increased from 31.60 percent in 1991 to 59.92 percent in 1996.

According to Table 2.5, agricultural credit to landless farmers rose
substantially from Rs. 52.13 million in 1991 to Rs. 1,670.91 million in 1996,

recording a hefty 200 percent average annual growth rate during the period 1991
to 1996. The table shows that agricultural credit to landless farmers on the basis of

personal surety has been abysmally low during the period 1991 to 1996, while the

proportion of other loans to landless farmers has risen substantiallyduring the same
period. Agricultural credit to land owners increased from Rs. 7,683.92 million ii1
1991 to Rs. 8,582.96 million in 1996, showing a modest avera£e annual growth rate

~ ~ ~

of 2.24 percent. A large proportion of total agricultural credit is disbursed to
farmers with land holding of less than 12.5 acres.

Table 2.6 provides information on agricultural credit disbursed by size
of loans. It is clear that a major proportion of agricultural credit has been in
the range of Rs. 0.1 million to Rs. 0.5 million during the period 1991 to 1996.
The share of loans within the range of Rs. 0.1 million to Rs. 0.2 million varied

between 16.32 percent and 30.48 percent during the period 1991 to 1996, while
the share of loans falling between Rs. 0.2 million and Rs. 0.5 million has

stayed between 28.88 percent and 45.92 percent during the same period. Table
2.7 describes project loans by major purpose. Project loans have widely
fluctuated over time, declining from Rs. 587.90 million in 1991to Rs. 437.32
million in 1995. Project loans for the production of edible oilseeds constituted
a large proportion of total project loans. The share of project loans for the

production of edible oilseeds ranged from 25.36 percent to 37.17 percent
during the period 1991 to 1996, the highest figure corresponding to the year
1992.

Table 2.8 sets out category-wise loan portfolio of the ADBP. Total loan

portfolio of the ADBP grew at an average annual growth rate of 6. 14 percent,
increasing from Rs. 37,206 million in 1991 to Rs. 50,13 I million in 1996.

Agricultural credit increased from Rs. 31,588 million in 1991 to Rs. 4 1,255

million in 1996, depicting an average annual growth rate of 5.48 percent.
Development credit increased from Rs. 27,756 million in 1991 to Rs. 33,458

million in 1996, while production credit increased from Rs. 3,832 million in

1991 to Rs. 77,967 million in 1996. Project loans grew at an average annual
growth rate of 9.58 percent, rising from Rs. 5,6 I8 million in 1991 to Rs. 8,876

million in 1996. The share of agricultural credit in total loan portfolio ranged

from 78.20 percent to 84.90 percent during the period 1991 to 1996, while the

share of project loans stayed between 15.10 percent and 21.8 percent duri ng
the same period.



SOUfce: Agricultural Dl.:velopment Bank of Pakistan: Anual Reports

NOle: Figures in parentheses arc growth ratl.:s.

* Corresponds to loan size of upto Rs 25000.00.

VI

Table 2.6

Agriclt/tllr{// Credit Disbursed hy Si::.e (d'LO([I/S

19lJI 19lJ2 1993 1994

AJI1OIII1I 'ic.of AI110Ul1t 'I;' of Amoullt 'ic,of Amoul1t % of
Sill; of Iloldil1 Total Total Total Total

Upto Rs, 10000 67.58 (1.87 61.87 0.95 533.53 6.6R 192.41 2.21

Rs.! 000 I to 25000 354.lJlJ 4.59 357.53 5.51 524.06 6.56 608.87 7.00

Rs. 2500 I to 50000 ]095.73 14.16 943.36 14.54 1067.87 I:U7 1676.29 19.26

Rs. 5000 I to 100000 1100.50 14.23 1127.86 17.38 916.01 11.47 1120.72 12.88

Rs. 10000I to 200000 1926.31 24.lJO 1509.74 23.26 1940.72 24.30 1021.83 11.74

Rs. 20000 I to 500000 21\50.19 36.84 2164043 33.35 2900.54 36.32 3995.77 45.92

Rs. 500001 to 1000000 279.51 3.61 291.93 4.50 90.41 1.13 56.95 0.65

Above Rs. 1000000 61.23 0.79 33,28 0.51 12.12 0.15 29.15 0.34

Total Agricultural Credit 7736.05 100.00 6490.00 I ()O.OO 7985.25 100.00 8702.00 100.00

(-16.1 I) (23.04) (8.98)

(Million Rs.)

1995 1996

AlIloul1t 'y"of I\I11OUllt % of
Total Tut,d

40 un 2.84 0.00 0.00

1457.27 to.31 651.92* 6.36

2806.68 19.85 1885.62 18.39

1881.43 13.31 1540.90 15.03

2307.66 16.32 3124.89 30.48

5187.09 36.69 2961.25 28.88

72.03 0.51 69.82 0.68

24.39 0.17 19.46 0.19

1413RAI 100.00 10253.86 100.00

«()2A7) (-27A8)



Table 2.7 .....
0\

Project Loans by Major PU'1}()SC
(Million Rs.)

1991 1992 1993 1994 1995
Amount %of Amount %of Amount %of Amount %of Amount %of

Purpose Total Total Total Total Total

Procurement of crop residue/agro industry waste 23.12 3.93 5.55 l.10 75.10 11.41 85.97 29.93 0.00 0.00

Production of edible oilSeedcrop/oil extraction 149.11 25.36 188.23 37.17 186.17 28.29 76.88 26.76 128.66 29.42

Manufacturing of farm Machinery/ Agricultural
implements 10.54 1.79 5.28 1.04 36.28 5.51 64.08 22.31 0.00 0.00

Otheragro industries 16.41 2.79 22.50 4.44 31.60 4.80 20.61 7.17 5.91 1.35

Agro services 7.25 1.23 2.30 0.45 137.64 20.91 8.68 3.02 103.51 23.67

Food processing 12.66 2.15 16.91 3.34 7.58 l.15 7.88 2.74 37.32 8.53

Storage and marketing 38.14 6.49 9.21 1.82 5.23 0.79 6.25 2.18 4.38 1.00

Poultry production & procurement 0.00 0.00 55.96 . 11.05 27.11 4.12 5.66 1.97 0.00 0.00

Forestry plantation 0.00 0.00 17.18 3.39 22.50 3.42 5.15 1.79 3.76 0.86

Working capital loans 70.23 11.95 69.51 13.72 45.76 6.95 3.85 1.34 56.60 12.94 -:

Live stock production & procurement 0.00 0.00 3.87 0.76 1.25 0.19 1.40 0.49 2.09 0.48

Procurement of dairy products 0.69 0.12 1.23 0.24 0.94 0.14 0.84 0.29 0.00 0.00

Dairy farm/Breeding of milch animals 109.94 IX.70 ItJ.X6 3.92 0.64 0.10 0.01 0.00 0.00 0.00

Cum.cult.& proc.of all lucrative crops 24.79 4.22 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Fisheries prod. & procurement 11.31 1.92 23.84 4.71 0.00 0.00 0.00 0.00 3.23 0.74

Poultry production & procurement 70.91 12.06 0.00 0.00 0.00 0.00 0.00 0.00 24.85 5.68

Production & procurement of fruit & vegetable . 25.72 4.38 46.45 9.17 48.65 7.39 0.00 0.00. 0.00 0.00

Packing material of liquid or other food 12.58 2.14 14.16 2.80 25.66 3.90 0.00 0.00 0.00 0.00

Production & formulation of ch. f/inputs 2.00 0.34 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Feed mills 2.50 0.43 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Seed multiplication & procurement 0.00 0.00 4.41 0.87 6.03 0.92 0.00 0.00 67.03 15.33

Total Project Loans 587.90 100.00 506.43 100.00 658.15 100.00 287.25 100.00 437.32 100.00

(-13.86) (29.96) (-56.36) (52.24)

Source: Agricultural Development Bank of Pakistan: Annual Reports.
Note: Figures in parentheses are growth rates.



Table 2.8

Loan Portfolio: Category-wise as on June 30

1991
Amount % of

Total

1992
Amount % of

Total

1993 1994 1995
Amount % of Amount % of Amount % of

Total Total Total

1996
Amount % of

Total

(Million Rs.)

Average
Annual Growth

Rates (%)
(1991-1996)

. 5.48
Category

Agricultural Credit 31588.00 84.90 30885.00 82.50 32358.00 80.60 31503.00 78.20 39630.00 82.50 41255.00 82.30
(-2.23) (4.77) (-2.64) (25.80) (4.10)

Source: Agricultural Development Bank of Pakistan: Annual Reports.
NOle:Figures in parentheses are growth rates.

-J

Development Credit 27756.00 74.60 26842.00 71.70 28223.00 70.30 27313.00 67.80 32809.00 68.30 33458.00 66.70 3.81

(-3.29) (5.14) (-3.22) (20.12) (1.98)

Production Credit 3832.00 10.30 4043.00 10.80 4135.00 16.30 4190.00 10.40 6821.00 14.20 7797.00 15.60 15.27

(5.51) (2.28) ( 1.33) (62.79) (14.31)

Project Loans 5618.00 15.10 6551.00 17.50 7786.00 19.40 8782.00 21.80 8406.00 17.50 8876.00 17.70 9.58

(16.61) (18.85) (12.79) (-4.28) (5.59)

TOlal Amount 37206.00 100.0 37436.00 IO(J.() 40147.00 100.0 40285.00 100.0 48036.00 100.0 50131.00 100.00 6.14

(0.62) <7.24) (0.34) (19.24) (4.36)
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2.4. Recovery Performance

Tables 2.9-2. I I highlight the recovery perfOI111anCeof the ADBP. Tab]e 2.9
indicates that total recoverable amounl increased from Rs. 13,169.10 million in

1991 to Rs. 28,555.60 million in 1996, whereas total recovery increased from Rs.

7,808.50 million to Rs.. 12,758.50 million during the same period. Past dues
increased from Rs. 5,360.50 million in 1991 to Rs. 8,945.70 million in 1995. As

compared with 1995, past dues almost doubled in 1996, amounting to Rs. 15,797.00
million. The recovery ratio based on total recovery performance declined from
59.29 percent in 199] to 44.68 percent in 1996.

Table 2.] 0 shows the recovery position of current dues. According to this
table, current dues increased from Rs. 10,578.80 million in ]991 to Rs. 20,] 90.90
million in 1996. Reschedulement of loans amounted to Rs. 1,025.90 million in
199I, declining sharply to Rs. 320.20 million in 1992.This amount rose to Rs.
2,875.00 million in 1993, declining sharply to Rs. 396.70 million in 1996. The

amount of loans written off fluctuated widely during the period 199I to 1996. This

amount stood at Rs. 15.90 million ]991, increasing sharply to Rs. ],605.00 mi1lion
in 1993. Thereafter, it declined to Rs. 80.40 million in 1996. Net current dues

increased from Rs. 9,537.10 million in 1991 to Rs. 19,713.70 mi1lionin 1996, while
recovery of current dues fluctuated between Rs. 5,222 million and Rs. 11,049.30

million during the period] 99] to 1996. Unrecovered current year's dues increased

from Rs. 2,942.40 million in 1991 to Rs. 8,664.40 million in 1996. The recovery
ratio calculated on the basis of current dues declined from 69.15 percent in ]991 to
56.00 percent in 1996.

Recovery Ratio

(Recovery as Lk,

total Recoverable) 59.29 54.77 62.35 53.82

Source: Agricultural Development Bank of Pakistan: Annual Rep0l1s.
Nmc: Figures in parentheses are growth rates.

52.30 44.68

Table 2.9

Total Recovery Position
(i\1illion Rs.)

1991 1992 1993 1994 1995 1996

Total Recoverable 13169.10 17233.50 14465.10 19718.80 18755.90 28555.60

00.86) (-16.06) (36.32) (-4.8g) (52.25)

Total Recovery 7808.50 9438.10 9019.10 10613.60 9810.20 12758.50

(20.87) (-4.44) (17.68) (-7.57) (30.05)

Past Dues as on 5360.50 7795.40 5446.00 9105.20 8945.70 15797.10
30th June (45.42) (-30.14) (67.19) (-1.75) (7659)
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Table 2.10

Recovel)' Position of Current Diles
(MillionRs.)

1991 1992 1993 1994 1995 1996
CurrentDues 10578.80 12401.30 14640.00 17375.20 13087.60 20190.90

(17.23) (18.05) (18.68). (-24.68) (5.L8)
Less RescheuuJement 1025.90 320.20 2875.00 462.00 1540.80 396.70
Less amount Written

Off. Remission 15.90 34.40 1605.00 45.90 439.60 80AO
Waiver of Interest

(PM's Incentive) 0.00 0.00 0.00 1005.30 0.00 0.00
12046.70 10159.00 15862.00 11107.10 19713.70

Net Current Dues 9537.10 (26.31) (-15.67) (56.14) (-29.98) (77.49)
8008.00 5222.00 9107.70 7682.90 11049.30

Recovery 6594.60 (21.43) (-34.79) (74.41) (-15.64) (43.82)
Unrecovered Current

Year's Dues as on 4038.80 4937.00 6755.30 3424.30 8664.40
30th June 2942.40 (37.26) (22.24) (36.83) (-49.31) (153.03)

Recovery Ratio
(Recovery as % of Net
Current Dues) 69.15 66.47 51.40 57,42 69.17 56.05

Source: Agricultural Development Bank of Pakistan: Annual Reports.
Note: Figures in parentheses are growth rates.

Table 2.11

Recovery Position of Past Diles
(MillionRs.)

1991 1992 1993 1994 1995 1996
Past Dues as on 30th June 4207.20 5360.50 7798.00 5446.00 9105.00 8945.70

(27.41) (45,47) (-30.16) (67.19) (-1.75)

Adjustment of Reversalof
Return on Past Dues -13,40 -11.60 77.00 -231.00 1751.00 -2.80

Less Amount Transferred

to Performa Ledger 0.20 350 5472.00 2.80 12.70 0.70

Less Amount Written Off,
Remission 0.60 1.40 1141.00 5.00 4.50 ISjO

Less Reschedulment 561.00 157.40 3259.00 210.00 3190.30 81.80

Waiver of Interest (PM's
Incentive) 0.00 0.00 0.00 1140.30 0.00 0.00

3632.00 5186.70 4305.00 3856.80 7648.70 8841.90

Net Past Dues (42.81) (-17.00) (-lOA I) (98.32) (15.60)
1430.10 1576.00 1506.90 2127.30 1709.20

Recovery 1213.88 (17.81) (10.20) (-4.38) (41.17) (-19.65)
3756.60 2729.00 2350.00 5521.40 7132.70

Balance of Past Dues 2418.11 (55.35) (-27.35) (-13.89) (134.95) (29.18)

Recovery Ratio (Recovery
as lJcof net past dues) 33.42 2757 36.61 39.07 27.81 19.33

Source: Agricultural DevelopmentBank of Pakistan: Annual Repol1s.
Note: Figures in parentheses aregrowthrates.
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Table 2.11 reviews recovery position of past dues. According to this table,
the amount of past dues more than doubled during the period 1991 to 1996,
increasing from Rs. 4,207.20 million in 1991 to Rs. 8,945.70 in 1996.
Reschedulement of past dues declined from Rs. 561 million in 1991 to Rs. 81.80

million in 1996, rising as high as Rs. 3,259.00 million in the intervening period.
Net past dues increased from Rs. 3,632 million in 1991 to Rs. 8,841.90 million in

1996. Recovery of past dues fluctuated between Rs. 1,213.88 million and Rs.
2,127.30 million during the period 1991 to 1996. Balance of past dues rose from

Rs. 2,418.11 million in 1991 to Rs. 7,132.70 million in 1996. The recovery ratio
calculated on the basis of recovery performance of past dues declined from 33.40
percent in 1991 to 19.30 percent in 1996.

2.5. Deposit Mobilization

Table 2.12 shows deposit mobilization by type of deposits. TotaJ deposits
fluctuated between Rs. 1,064.42 million and Rs. 3,466.60 million during the period

1991 to 1996, the highest figure corresponding to the year 1991. On average, total
deposits declined at the rate of 9.60 percent during the period 1991 to 1996. Current

deposits constituted a major proportionof totaldeposits. The share of current deposits
in total deposits ranged from 19.99percent to 57.31 percent during the period 1991
to 1996, the highest figure correspondingto the year.1994. The share of PLS saving
accounts in total deposits fluctuatedbet\veen5.77 percent and 12.47 percent during
the period 1991 to 1996,whilethe shareof PLS termsdeposits in total deposits ranged
from 4.54 percent to 39.32 percent during the same period.

2.6. Sources of Funds

Table 2.13 provides information on year-wise sources of funds. Total

borrowings of the ADBP steadily increased from Rs. 32,376.00 million in 1991 to
Rs. 50,528.40 million in 1996, showing an average annual growth rate of 9.31

percent. It is evident that the State Bank of Pakistan has been the main provider of
funds to the ADBP. The share of borrowings from the State Bank of Pakistan in

total borrowings stayed between 74.06 percent and 79.13 percent during the period
1991 to 1996. Other foreign agencies that have provided funds to the ADBP
include International Development Association, International Bank for
Reconstruction and Development, Asian Development Bank, International Food

and Agricultural Development, United States Agency for International
Development, and OECF Japan.

2.7. Financial Indicators

Tables 2.14 and 2.15 highlight important financial indicators of the

Agricultural Development Bank of Pakistan. Table 2.14 shows that the bank's



Table 2.12

Deposit Mobilization by Type of Deposits
(Million Rs.)

1991 1992 1993 1994 1995 1996
Amount % of Amount %of Amount %of Amount % of Amount % of Amount %of

Type of Deposits Total Total Total Total Total Total

PLS Saving Accounts 203.01 5.86 152.02 8.36 132.73 12.47 124.25 10.94 144.60 5.77 129.04 6.17

(-25.12) (-12.69) (-6.39) (16.38) (10.76)
PLS Term Deposits 930.59 26.84 715.10 39.32 253.33 23.80 142.14 12.52 113.72 4.54 130.11 6.22

(-23.16) (-64.57) (-43.89) (-19.99) (14.42)
Short Notice Term Deposits 0.52 0.02 0.06 0.00 0.0 I 0.00 0.09 0.01 0.12 0.00 0.03 0.00

(-88.08) (-91.94) (1700.00) (31.11) (-74.58)
Fixed Deposits 3.01 0.09 0.41 0.02 CUI 0.02 0.16 0.01 0.07 0.00 0.10 0.00,

(-86.25) (-49.28) (-24.76) (-53.16) (29.73)

Business Deposits 328.50 9.48 232.26 12.77 115.30 10.83 150.97 213.86 8.53 194.03 9.27

(-29.30) (-50.36) (30.93) 13.30 (41.66) (-9.27)

Current Deposits 692.95 19.99 525.52 28.89 498.94 46.87 650.64 57.31 909.92 36.31 781.33 37.33

(-24.16) (-5.06) (30.40) (39.85) (-14.13)

Deposits for Obtaining Loans 3.30 0.10 188.20 10.35 60.01 5.64 64.51 5.68 1121.64 44.75 855.31 40.86
(5603.00) (-68.11) (7.51) (1638.60) (-23.75)

Security Deposits or Starr 0.09 0.00 CH)<) 0.00 O.OX 0.01 0.06 0.01 0.05 0.00 0.05 0.00
(0.00) (-2.33) (-'29.76) (-22.C)3) (0.00)

Unclaimed Deposits 4.51 0.13 5.10 0.28 3.80 0.36 2.47 0.22 2.28 0.09 3.13 0.15

( 13.08) (0.00) (-34.96) (-7.68) (36.88).
Money at Call 1300.00 3750 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

(-100.00) (CWO) (0.00) (0.00) (0.00)
ZakatFund 0.13 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

.(-100.00) (0.00) (0.00) (0.00) (0.00)
Total Deposits 3466.60 100.00 1818.76 100.00 1064.42 100.00 1135.28 100.00 2506.26 100.00 2093.12 100.00

(-47.53) (-41.48) (6.66) (120.76) (-16.48)

Source: Agricultural Development Bank of Pakistan: Annual Reports. tV
Noie: Figrues in parentheses are growth rates.
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Table 2.13
tV
tV

Year-wise Sources of Funds
(Million Rs.)

1991 1992 1993 1994 1995 1996
Amount %of Amount %of Amount %of Amount %of Amount %of Amount %of

Borrowings From Total Total Total Total Total Total

State Bank of Pakistan 25398.40 78.45 27153.84 75.53 31334.59 74.06 32912.02 75.00 37097.89 77.28 39984 79.13
(6.91) (15.40) (5.03) (12.72) (7.78)

International Development 1812..84 5.60 1686.07 4.69 1639.56 3.88 1495.64 3.41 1393.57 2.90 1346.2 2.66
Association (-6.99) (-2.76) (-8.78) (-6.82) (-3.40)

International Bank for 2824.69 8.72 3269.37 9.09 3763.60 8.90 3402.42 7.75 3 176.40 6.62 2952.9 5.84
Reconstruction and (15.74) (15.12) (-9.60) (-6.64) (-7.04)
Development

International Fund for 636.65 1.97 622.30 1.73 673.96 1.59 634.80 1.45 590.62 1.23 605.05 1.20

Agricultural Development (-2.25) (8.30) (-5.81) (-6.96) (2.44)
Asian Development Bank 1572.57 4.86 2 I72.45 6.04 3322.09 7.85 3347.21 7.63 36 I8.92 .7.54 3514.1 6.95

(38.15) (52.92) (0.76) (8.12) (-2.90)
USAID 131.32 0.41 115.18 0.32 98.59 0.23 0.00 0.00 0.00 0.00 0 0.00

(-12.29) (-14.41) (-100.00) (0.00) (0.00)
OECF Japan 0.00 0.00 933.04 2.60 1477.39 3.49 2088.02 4.76 2126.34 4.43 2126.3 4.21

(58.34) (41.33) (1.84) (0.00)
Total Borrowings 32376.00 100.00 35952 100.00 42310 100.00 43880. I 100.00 48004 100.00 50528 100.00

(11.04) (17.68) (3.7 I) (9.40) (5.26)

Source: Agricultural Development Bank of Pakistan: Annual Reports.
Note: Figures in parentheses are growth raates.



assets grew at an average annual growth rate of 8.14 percent, increasing from Rs.
39,945 miJlion in 1990 to Rs. 63,878 miIJion in 1996. Advances of the bank steadily
increased from Rs. 33,958 miIJion in 1991 to Rs. 50,131 miJlion in 1996,recording

an average annual growth rate of 6.71 percent. The bank's reserves increased from
Rs. 2,452 million in 1990 to Rs. 3,480 million in 1996, registering an average

annual growth rate of 6.01 percent. Total deposits followed a variable pattern
during the period 1990 to 1996, declining from Rs. 6,855 millionin 1990to Rs.
2,093 million in 1996.

Table 2.15 describes selected financial ratios as well as trends in profit. The

bank's profit increased from Rs. 115 million in 1991 to Rs. 193 miIJionin 1996,
showing an average annual growth rate of 10.91 percent. The ratio of profit to total
income stayed between 3.95 percent and 5.39 percent during the period 1991 to
1996. The profit to assets ratio ranged between 0.27 percent and 0.36 percent

during the period 1991 to 1996, while profit to equity ratio stayed between 2.88
percent and 3.06 percent during the same period. The ratio of deposits to loans
disbursed declined from 41.65 percent in 1991 to 20.24 percent in 1996,whereas
the ratio of advances to borrowings fell from 114.92 percent in 1991 to 99.21

percent in 1996. Recovery per employee steadily increased from Rs. 0.893 million
in 1991 to Rs. 1.446 million in 1996.

23

Table 2.14

Selected Financial Indicators as on 30th June
(;"lillionRs.)

Year Assets Advances Reserves Deposits
1990 39945.00 33958.00 2452.00 6855.00
1991 42373.00 37206.00 2557.00 3467.00

(6.08) (9.56) (4.28) (-49.42)
1992 45064.00 37436.00 2710.00 1819.00

(6.35) (0.62) (5.98) (-47.53)
1993 52179.00 40147.00 2899.00 1064.00

(15.79) (7.24) (6.97) (-41.51)
1994 54607.00 40285.00 3092.00 1135.00

(4.65) (0.34) (6.66) (6.67)
1995 61471.00 48036.00 3214.00 2506.00

(12.57) (19.24) (3.95) (120.79)
1996 63878.00 5013 1.00 3480.00 2093.00

(3.92) (4.36) (8.28) (17.94)

Average Annual Growth
Rate (%) (1990-1996) 8.14 6.71 6.01 -21.12

Source:AgriculturalDevelopmentBankof Pakistan:AnnualReports.
Note: Figures in parentheses are growth rates.



Table 2.15
Iv

Trends in Profit and Other Financial Ratios

Profit as Percentage of Deposits Recovery Recovery Loans and
Profit Total Assets Equity as % of Loans as % of per Advances as % of

Years (Million Rs.) Income Disbursed Borrowing Employee Borrowings
1991 115.00 3.95 0.27 2.94 41.65 24.12 0.89 114.92

1992 152.00 5.39 0.34 2.SX 26.00 26.25 1.09 104.13
(32.17)

1993 189.00 5.31 0.36 3.09 12.31 21.32 1.04 95.01
(24.34)

1994 193.00 4.04 0.35 3.06 12.63 24.19 1.26 91.81
(2.12)

1995 195.00 3.97 0.32 3.04 17.19 20.44 1.34 100.06
( 1.04)

1996 193.00 4.03 0.30 2.88 20.24 25.25 1.45 99.21
(1.30)

Average Annual
Growth (%) (1991-1996) 10.91 0.40 2.12 -0.41 -13.44 0.92 10.12 -2..90

Source: Agricultural Development Bank of Pakistan: Annual Reports.
Note: Figures in parentheses are growth rates.
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Table 2.16 provides the balance sheet of the ADBP for the period 1991 to
1996. An overwhelmingproportion of total assets pertained to loans and advances
followed by investment. The proportion of loans and advances in total assets

declined from 87.81 percent in 1991 to 78.48 percent in 1996. The share of
investment in total assets stayed between 2.44 percent and 6.30 percent during the
period 1991 to 1996. On the capital and liability side, paid-up capital increased

from Rs. 1,353 million in 1991 to Rs. 3,214 million in 1996. Reserves steadily
increased from Rs. 2,557 million in 1991 to Rs. 3,480 million in 1996, registering
an average annual growth rate of 6.36 percent. Total liabilities of the bank rose
from Rs. 38,463 million in 1991to Rs. 57,184 million in 1996, showing an average
annual growth rate of 8.25 percent. Borrowings of the bank constituted a major
proportion of its total liabilities during the period 1991 to 1996. The share of

borrowings in total liabilities stayed between 76.41 percent and 81.09 percent
during the period 1991 to 1996.

2.8. Trends in Capital and Staff Productivity

Table 2.17 highlightstrends in average capital and staff productivity in terms
of provision of credit and deposit mobilization. The table shows that the average
number of loans per thousand rupees of capital ranged from 0.0164 to 0.0331
duringthe period 1991to 1996,while the averagenumberof loans per employee
fluctuated between 10.11 and 23.32 during the same period, depicting an average
annual growth rate of 4.88 percent. Average credit disbursement per rupee of
capital varied betweenRs. 1,330thousand and Rs. 2,260 thousand during the period
1991to 1996, whereas average credit disbursement per employee increased from
Rs. 952 thousand in 1991 to Rs. 1,114 thousand in 1996, registering an average
annual growth rate of 3.74 percent. Average outstanding loans per rupee of capital
declinedfromRs.9.51in 1991to Rs.7.49 in 1996. Averageoutstandingloansper
employee steadily increasedfrom Rs. 4,255 thousand in 1991 to Rs. 5,551 thousand
in 1996, showing an average annual growth rate of 5.46 percent. Average deposit
mobilization per rupee of capital declined from Rs. 886 thousand in 1991 to Rs. 313
thousand in 1996. Average deposit mobilization per employee stood at Rs. 396
thousand in 1991, declining to Rs. 237 thousand in 1996.

2.9. Other Key Indicators

Table 2.18 provides some key indicators pertaining to the bank's staff

position and the number of its regional and branch offices. According to this table,
the number of officers in the bank increased from 4614 in 1990 to 5443 in 1996,

showing a modest average annual growth rate 2.79 percent. The number of staff
declined from 4035 in 1990 to 3383 in 1996, while the number of MCOs varied

between 1376 and 1487 during the period 1990 to 1996. The total number

of employees increased from 8649 in 1990 to 8826 in 1996, depicting a meagre



Table 2.16

BalaJ/ce Sheet

19.42 11782.0

(-1.29)
100.0 63878.0

(3.92)

18.44

100.0

Continued-

10
0\

(Million Rs.)

Average
Annual

Growth

Rates (%)

(1991-96 )
8.56

6.14

10.96

6.34

2.95

2.76

50.97

25.90

8.56

1991 1992 1993 1994 1995 1996
Amount %of Amount %of Amount %of Amount %of Amount %of Amount %of

Total Total Total Total Total Total
Assets:(A+B) 42373.0 100.0 45064.0 100.0 52179.0 100.0 54607.0 100.0 61471.0 100.0 63877.0 100.0

(6.35) (15.79) (4.65) (12.57) (3.91)
(a) Loans and Advances 37206.0 87.81 37436.0 83.07 40147.0 76.94 40285.0 73.77 48036.0 78.14 50 131.0 78.48

(0.62) (7.24) (0.34) (19.24) (4.36)
(b) Investment 1443.0. 3.41 1919.0 4.26 3286.0 6.30 1493.0 2.73 1499.0 2.44 2427.0 3.80

(32.99) (71.24) (-54.56) (0.40) (61.91)

A: Total Earning Assets:
(a+h) 38649.0 91.21 39355.0 87.33 43433.0 83.24 41778.0 76.51 49535.0 80.58 52558.0 82.28

(UB) (10.36) (-3.81) (18.57) (6.10)
(c) Cash 1334.0 3.15 2193.0 4.87 1958.0 3.75 1360.0 2.49 1726.0 2.81 1543.0 2.42

(64.39) (-10.72) (-30.54) (26.91) (-10.60)
(d) Fixed Assets 1270.0 3.00 1277.0 2.83 1336.0 2.56 1399.0 2.56 1413.0 2.30 1455.0 2.28

(0.55) (4.62) (4.72) (1.00) (2.97)
(e) Other Assets 1120.0 2.64 2239.0 4.97 5452.0 10.45 10070.0 18.44 8797.0 14.31 8784.0 13.75

(99.91) (143.50) (84.70) (-12.64) (-0.15)

B: Total Non-Earning
Assets: 3724.0 8.79 5709.0 12.67 8746.0 16.76 12829.0 23.49 11936.0

(53.30) (53.20) (46.68) (-6.96)

Capital and Liabilities: 42373.0 100.0 45064.0 100.0 52179.0 100.0 54607.0 100.0 61471.0

(C+D) (6.35) (15.79) (4.65) (12.57)



Soura: Agricultural Development Bank or Pakistan. Annual Reports.
Nole: Figures in parentheses arc growth rales.
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Table 2.16-( Continued)

C: Capital (f+g) 3910.0 9.23 5278.0 11.71 6113.0 ll.n 6306.0 11.55 6428.0 10.46 6694.0 10.48 IU5

(34.99) (l5.82) (3.16) (I. 93) (4.14)

(I) Paid-up Capital 1353.0 3.19 2569.0 5.70 3214.0 6.16 3214.0 5.89 3214.0 5.23 3214.0 5.03 18.89

(89.87) (25.11) (0.00) (0.00) (0.00)

(g) Reserves 2557.0 6.03 2709.0 6.01 2899.0 5.56 3092.0 5.66 3214.0 5.23 3480.0 5.45 6.36

(5.94) (7.01) (6.66) (3.95) (8.28)

D: Liabilities (i+j+k) 38463.0 90.77 39786.0 88.29 46066.0 88.28 48301.0 88.45 55313.0 89.98 57184.0 89.52 8.25

(3.44) (15.78) (4.85) (14.52) (3.38)

(i) Deposits 3466.0 8.18 1919.0 4.26 1064.0 2.04 1135.0 2.08 2506.0 4.08 2093.0 3.28 -9.69

(-44.63) (-44.55) (6.67) (120.79) (-16.48)

ej) Borrowings 32:.77.0 7(>.41 35952.0 79.7'1) 42310.0 RI.m 430XO.0 RO.36 48004.0 7'1).09 50528.0 79.10 9.31

(11.04) (17.68) (3.71) (9.40) (5.26)

(k) Others 2620.0 (>.I8 1915.0 4.25 2692.0 5.16 32X(J.{) (d)2 4533.0 7.37 4563.0 7.14 11.74

(-26.9 I) (40.57) (22.07) (37.95) (0.66



Ycar
1991
1992
1993
1994

19.95
1996

Average Annual
Growth Ratcs (%)
(1991-1996)

Trends in Average Capital and Employee Production of Service, 1991-96

Number of Loans Crcdit Disburscment Loans Outstanding,
Pcr (000 Rs.) Pcr Pcr Pcr Pcr Capital Pcr Employee

Capital Employcc Capital Employcc (Rs.) (000 Rs.)
(000 Rs.)

2130 952
1330 808
1410 997
1430 1070
2260 1693
16 10 1144

0.0250
0.0165
0.0331
0.0164
0.0306
0.0211

-3.34 .

11.80

10.11
23.32
12.33
20.85
14.98

4.88

Tablc 2.17

9.51
7.09
6.71
6.38
7.47
7.49

4255
4324
4632
4794
5578
5551

IJ
cr-

Deposits rvlohiIiscd
Pcr Pcr

Capital Employee
(000 Rs.)

886 396
345 210
174 123
180
390
313

291
237

-18.79 -9.75-5.44 3.74 -4.66 5.46

Sou Tee: Agricultural Development Bank of Pakistan; Annual Reports.
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Table 2.18

Key /ndicaf()fS at a Glance

Average Annual
Growth Ratcs(%)

1990 1991 1992 1993 1994 1995 1996 (1990-1996)

Officers 4614 4781 4842 5046 5035 5035 5443 2.79

Stall 4035 3963 3816 3621 3369 3576 3383 -2.89

MCOs 1487 1434 1454 1521 1432 1376 1441 -0.52

Employees 8649 8744 8658 8667 8404 8611 8826 0.34

Regional offices 47 47 48 49 49 51 51 1.37

Branches 322 332 332 332 333 345 354 1.59

Employees per
Branch 27 26 26 26 25 25 25 -1.27

Officers as % of

Employees 53.35 54.68 55.93 58.22 59.91 58.47 61.67 2.44

Staff as % of
Employees 46.65 45.32 44.(n 41.7S 40.00 41.53 3X.33 -3.22

.\"11111"("(':Agriculture Developmenl Bank or Pakistan: Annual Reporls. tv
\0



30

average annual growth rate of 0.34 percent. The number of regional offices rose
from 47 in 1990 to 51 in 1996, while the number of branches increased from 322

in 1990 to 354 in 1996. The number of employees per branch stood. roughly
constant at 26 during the period 1991 to 1993, declining to 25 during th'e period
1994 to 1996. The proportion of officers in total employees increased from 53.35

percent in 1990 to 61.67 percent in 1996, whereas the proporti~m of staff in total
employees declined from 46.65 percent in 1990 to 38.33 percent in 1996.

2.10. Branch Level Characteristics.

In this section, we describe some important branch level characteristics of
the ADBP, using the information obtained from a survey of its branches.3 Table
2.19 provides information on the distribution of bank branches by size of loan

disbursed during the period 1991to 1995.The number of branches disbursing loans
amounting to less than Rs. 10.00million increased from 91 in 1991 to 134 in 1992.

This figure then gradually declined to 68 in 1995. The number of branches
disbursing loans in the range of Rs. 10- 20 million declined from 174 in 1991 to
144 in 1995. The number of branches disbursing loans of amounts greater than Rs.

40.00 million followed an increasing trend over time, rising from 42 in 1991 to 129
in 1995. In 1995, almost half of the branches disbursed loans within the range of
Rs. 20 - 80 million, while one-fifth of the branches disbursed loans amounting to
less than Rs. 10 million.

Table 2.20 shows the distribution of bank branches by size of loans

recovered during the period 1991to 1995. The table reveals that recoveries of most
of the branches have been less than Rs. 15million during the period 1991 to 1995.

For example, the proportion of branches recovering amounts of less than Rs. 15

million fluctuated between 31 p.ercentand 43 percent during the period 1991 to

1995. The number of branches showing recoveries within the range ofRs. 15 - 30
million declined from 101 in 1991 to 72 in 1995. In 1995, 162 branches recovered

less than Rs. 15 million, while 72 branches showed recoveries in the range of Rs.

15 - 30 million. During the same year, 66 branches recorded recoveries between
Rs. 30 million and Rs. 60 million, whereas41 branches recovered more than Rs. 60
million.

Table 2.21 provides data on the distribution of bank branches by size of

outstanding loans during the period 1991 to 1995. The number of bank branches

with outstanding loans of less than Rs. 25 million stayed between 34 and 37 during

the period 1991 to 1994, before rising sharply to 208 in 1995. The number of

branches with outstanding loans in the range of Rs. 25 - 50 million increased from
44 in 1991 to 71 in 1995, while the number of branches with outstanding loans of

3The discussion in this section is focused only on key branch level characteristics. Appendix I

contains additional tables that provide a detailed analysis of the branch level data of the ADBP.
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Table 2. ]9

Distribution of Bank Branches by Size of Loans Disbursed: 1991 -1995

]991 1992 1993 1994 1995

Size of Loans Disbursed Branches % of Branches % of Branches % of Branches % of Branches % of

(Million Rs.) Total Total Total Tota] Total

<10 91 20.82 134 31.24 116 26.48 104 23.69 68 ]3.96

(47.25) (-13.43) (-10.34) (-34.62)

10-20 96 21.97 81 18.88 76 17.35 70 15.95 59 12.] ]

(-15.63) (-6.17) (-7.89) (-15.71)

20-40 174 39.82 142 33.]0 147 33.56 ]55 35.31 ]44 29.57

(-]8.39) (3.52) (5.44) (-7.10)

40-XO 34 7.7X 2X 6.53 39 X.90 44 10.02 X7 17.86

(-17.65) (39.29) (12.82) (97.73)

>80 42 9.61 44 10.26 60 13.70 66 15.03 . 129 26.49

(4.76) (36.36) (10.00) (95.45)

Total 437 100.00 429 100.00 438 100.00 439 100.00 487 100.00

(-] .83) (2. ]0) (0.23) (10.93)

SOllrc.e:Bank Branches Survey of ADBP.
Note: Figures in parentheses are growth rates.



Table 2.20 VJ
1--,)

Distributio1/ (lBank Branches by Size (f'Loa1/s RccO\'cred: /99/ - 1995

Size of Loans 1991 1992 1993 1994 1995
Recovered Branches % of Branches % of Branches % of Branches % of Branches % of
(Million Rs.) Total Total Total Total Total

<15 135 42.59 122 38.13 134 41.49 101 31.08 162 47.5 I

(-9.63) (9.84) (-24.63) (60.40)

15-30 101 31.86 98 30.63 92 28.48 84 25.85 72 21.11

(-2.97) (-6.12) (-8.70) (-14.29)

30-45 36 11.36 43 13.44 36 11.15 64 19.69 35 10.26

(19.44) (-16.28) (77.78) . (-45.31)

45-60 23 7.26 20 6.25 29 8.98 38 I] .69 31 9.09

(-13.04) (45.00) (3] .03) (-18.42)

>60 22 6.94 37 11.56 32 9.91 38 ] 1.69 4] 12.02

(68.18) (-13.5 I) (18.75) (7.89)

Total 317 ]00.00 320 100.00 323 ]00.00 325 100.00 341 100.00

(0.95) (0.94) (0.62) (4.92)

Sourcc:BankBranchesSurveyof ADBP.
Noll': Figures in parentheses are growth rates.
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Table 2.21

Distriblltian afBank Branches by Siz.e ofLoalls Outstanding: 1991-95

Size of Loans 1991 1992 1993 1994 1995

Outstanding Branches % of Branches G;oof Branches % or Branches % of Branches % of

(Million Rs.) Total Total Total Total Total

<25 37 11.67 37 11.56 34 10.53 35 10.77 208 61.00

(0.00) (-8. 11) (2.94) (494.29)

25-50 44 13.88 42 13.13 44 13.62 44 13.54 71 20.82

(-4.55) (4.76) (0.00) (61.36)

50-100 97 30.60 90 28.13 90 27.86 91 28.00 51 14.96

(-7.22) (0.00) ( I. II) (-43.96)

>100 139 43.85 151 47.19 155 47.99 155 47.69 II 3.23

(8.63) (2.65) (0.00) (-92.90)

Total 317 100 320 100 323 100 325 100 341 100

(0.95) (0.94) (0.62) (4.92)

SUl/ree: Bank Branches Survey of ADBP.
Nute: Figures in parentheses are growth rates.
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Rs. 50 - 100 million declined from 97 in 1991 to 51 in 1995. The number of

branches with outstanding loans of more than Rs. 100 million rose from 139 in 1991

to 155 in 1994, before drastically falling to 11 in 1995. In 1995, a large proportion

of bank branches (61 percent) reported outstanding loans of less than Rs. 25

million, while about 20 percent of the branches had outstanding loans of Rs. 25 -

50 million. Number of branches with outstanding loans of R~. 50,.100 million
stood at 51, while only 11 branches had outstanding loans of more than Rs. 100
million in 1995.

Table 2.22 describes the distribution of bank branches by size of deposits.

A large proportion of branches showed deposit mobilization of less than Rs. 2

million during the perio<;l1991 to 1995. The number of branches mobilizing
deposits of less than Rs.:2 million rose from 90 in 1991 to 159 in 1995. The
number of branches with deposit mobilization in the range of Rs. 2 - 4 million
stayed between 73 and 92 during the period 1991 to 1995, while the number of

branches mobilizing depo'sitsof Rs. 4 - 8 million varied between 41 and 8;6during
the same period. The number of branches with deposits totalling more th.anRs. 8
million declined from 54 in 1991 to 24 in 1995. '

Table 2.23 and 2.24 respectively provide information on the distribution of

bank branches by income and expenditure sizes. According to table 2.23, the
number of branches reporting income of less than Rs. 5 million steadily increased
form 55 in 1991 to 82 in 1995. The number of branches with income in the range
of Rs. 5 - 10 million varied between 69 and 92 during the period 1991 to 1995,

while the number of branches reporting income of Rs. 10 - 15 million fluctuated
between 65 and 80 during the same period. The number of branches showing
income of Rs. 15 - 25 million increased from 50 in 1991 to 64 in 1995, whereas the

number of branches with income of Rs. 25 - 35 million stayed between 21 and 28

during the period 1991 to 1995. The number of branches with income of more than
Rs. 35 million rose from 23 in 1991 to 37 in 1995. According to table 2.24, the

number of branches with expenditure of less than Rs. 5 million declined from 77 in
1991 to 70 in 1995, while the number of branches reporting expenditure of Rs. 5 -
10 million stood at 108 in 1991, declining to 79 in 1995. The number of branches

with expenditure of Rs. 10 - 15million stayed between 72 and 80 during the period
1991 to 1995, while the number of branches with total expenditure of more than Rs.

15 million steadily increased from 61 in 1991 to 114 in 1995. .

Table 2.25 highlights the distribution of profit-making branches by size of

profit. The table reveals that out of 317 branches in 1991, only 228 branches
reported positive profits. The proportion of profit-making branches in total number
of branches considerably 'declined over time. For example, only less than half of

the branches were profitable in 1995. The number of branches showing profit of
less than Rs. 2 million declined from 80 in 1991to 50 in 1995, while the number

of branches reporting profit of Rs. 2 - 4 million steadily declined from 38 in 1991



w
VI

Table 2.22

Distribution of Bank Branches by Size of Deposits: J99 J - J995

Size of Loans 1991 1992 1993 1994 1995

Deposit Branches % of Branches % of Branches % of Branches (X)of Branches % of
(Million Rs.) Total Total Total Total Total
<2 90 2X.39 126 39.3X 19() ()().6X 170 52.31 159 46.63

(40.00) (55.56) (-13.27) (-6.47)

2-4 X7 27.44 X5 26.56 73 22.60 91 2X.OO 92 26.98
(-2.30) (-14.12) (24.66) ( 1.10)

4-8 86 27.13 73 22.81 41 12.69 54 16.62 66 19.35

(-15.12) (-43.84) (31.71) (22.22)

>8 54 17.03 36 11.25 13 4.02 10 3.08 24 7.04

(-33.33) (-63.89) (-23.08) (140.00)

Total 317 100.00 320 100.00 323 100.00 325 100.00 341 100.00

(0.95) (0.94) (0.62) . (4.92)

Source: BankBranchesSurveyof ADBP.
Note: Figuresin parenthesesare growthrates.
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Table 2.23 0\

Distribution of Bank Branches by Size of Income: 1991-1995

1991 1992 1993 1994 1995

Size or Income Branches % of Branches % of Branches %of Branches % of Branches % of

(Million Rs.) Total Total Total Total Total

<5 55 17.35 65 20.31 68 21.05 76 23.38 82 24.05

(18.]8) (4.62) (I 1.76) (7.89)

5-10 91 2g.71 92 2g.75 gO 24.77 69 21.23 70 20.53

( 1.10) (-13.04) (-13.75) (1.45)

10-15 70 22.08 65 20.31 70 21.67 80 24.62 67 19.65

(-7.14) (7.69) (14.29) (-16.25)

15-25 50 15.77 49 ]5.31 52 16.10 44 13.54 64 18.77

(-2.00) (6.] 2) (-]5.38) (45.45)

25-35 28 8.83 28 8.75 28 8.67 24 7.38 21 6.16
(0.00) (0.00) (-14.29) (-] 2.50)

>35 23 7.26 21 6.56 25 7.74 32 9.85 37 10.85

(-8.70) (19.05) (28.00) (15.63)

Total 317 100 320 100 323 100 325 100 341 100

(0.95) (0.94) (0.62) (4.92)

SOl/rce: Hank Branches Survey of ADHI'.
Note: Figures in parentheses arc growth rates.
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Table 2.24

Distribution of Bank Branches by Size of Expenditure: 1991-1995

1991 1992 1993 1994 1995

Size Of Expenditure Branches % of Branches % of Branches % of Branches % of Branches % of

(Million Rs.) Total Total Total Total Total

<5 77 24.29 78 24.38 71 21.98 60 18.46 70 20.53

(1.30) (-8.97) (-15.49) . (16.67)

5-10 108 34.07 95 29.69 83 25.70 87 26.77 79 23.17

(-12.04) (-12.63) (4.82) (-9.20)

10-15 71 22.40 72 22.50 78 24.15 80 24.62 78 22.87

( 1.41) (8.33) (2.56) (-2.50)

>15 61 19.24 75 23.44 91 28.17 98 30.15 114 33.43

(22.95) (21.33) (7.69) (I 6.33)

Total 317 100.00 320 100.00 323 100.00 325 100.00 341 I00.00

(0.95) (0.94) (0.62) (4.92)

Source: BankBranchesSurveyof ADBP.
Notc: Figures in parentheses are growth rates.



Tahle 2.25 w
00

Distribution of Profit Making Branches by Size of Profit: 1991 - 95
]99] ]992 1993 ]994 1995

Size of Profit Branches % of Branches % of Branches %of Branches % of Branches % of

(Million Rs.) Total Total Total Total Total

<2 80 35.09 ()6 3L 15 5X 34.94 45 28.48 50 32.26

(-]7.50) (-12.12) (-22.41) (11.]1)

2-4 38 ]6.67 30 ]7.34 28 16.87 27 17.09 22 ]4.19

(-21.05) (-6.67) (-3.57) (-18.52)

4-6 29 12.72 21 ]2.14 25 ]5.06 16 10.13 17 10.97

(-27.59) (19.05) (-36.00) (6.25)

6-10 38 16.67 25 14.45 20 12.05 25 15.82 24 15.48

(-34.2]) (-20.00) (25.00) (-4.00)

>10 43 18.86 31 17.92 35 21.08 45 28.48 42 27.10

(-27.91) (] 2.90) (28.57) (-6.67)

Total 228 ]00.00 ]73 100.00 166 100.00 ]58 100.00 155 100.00

(-24.12) (-4.05) (-4.82) (-1.90)

Source:BankBranchesSurveyof ADBP.
Note: Figuresin parenthesesaregrowthrates.
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to 22 in 1995. The number of branches with profit of Rs. 4 - 6 million varied
between 16and 29 d~ring the period 1991 to 1995, whereas the number of branches

reporting profit of Rs. 6 - 10 million stayed between 20 and 38 during the same
period. The number of branches showing profit of more than Rs. 10 million fell
from 43 in 1991 to 42 in 1995.

Table 2.26 depicts an overall picture of the distribution of bank branches

according to the size of product mix in 1995. Of the 159 branches with deposit
mobilization of less than Rs. 2 million, 58 branches disbursed loans up to Rs. 10
million, 78 branches disbursed loans amounting to Rs. 10 - 40 millions, and 23
branches disbursed loans of more than Rs. 40 million. There were 158 branches

with deposit mobilization of Rs. 2 - 8 million, out of which only 9 branches
disbursed loans up to Rs. 10 million, while 24 branches disbursed loans of Rs. 10
- 20 million. In the same category of deposit mobilization, the number of branches
with disbursement of loans in the range of Rs. 20 - 40 million stood at 38, 60
branches disbursed loans of Rs. 40 - 80 million, and 27 branches disbursed loans
worth more than Rs. 80 million.

Table 2.26

Distribution of Bank Branches by Size of Loans
Disbursed and Deposits: J995

Size of Loans Disbursed Size of Deposits (Million Rs.)
(Million Rs.) 0-2 2-4 4-8 >8

<10 58 5 4 1

(36.48) (5.43) (6.06) (4.17)
34 17 7 1

(21.38) (18.48) (10.61) (4.17)
44 29 9 3

(27.67) (31.52) (13.64) (12.50)
18 33 27 9

(11.32) (35.87) (40.91) (37.50)
5 8 19 10

(3.14) (8.70) (28.79) (41.67)
159 92 66 24

(100.00) (100.00) (100.00) (100.00)

10-20

20-40

40-80

>80

Total

Total

68

(19.94)
59

(17.30)
85

(24.93)
87

(25.51 )
42

(12.32)
341

(100.00)

Source: Survey of ADBP Bank Branches.

Note: Figures in parentheses are Column percentages.

Table 2.27 provides details on the distribution of bank branches by size of
loans disbursed and by size of recoveries. The table reveals that out of 68 branches

disbursing loans of up to Rs. 10 million in 1995, 64 branches showed recoveries of
up to 15 million, 3 branches recovered Rs. 15 - 30 million, and only 1 branch





Chapter 3

FINANCIAL AND ECONOMIC VIABILITY OF ADBP

3.1. Introduction

A financial institution must remain financially and economically viable in
order to continue and expand its operations. In this chapter we provide an

assessment of the financial and economic viability of the ADBP in terms of the
break even rate of interest and the subsidy dependence index.

3.2. Break-even Rate of Interest

According to the financial criterion of efficiency, a lending institution must

charge an interest rate that generates revenue equal to or exceeding the cost per unit
of loan disbursed. In other words:

U+a+p)r=
(1- p)

where

r= Break even rate of interest

I =Interest cost per rupee loan disbursed
a =Administrative cost per rupee loan disbursed
p =Percentage of principal and interest payments due that is not recovered

Table 3.1 presents estimates of the break even rate of interest as well as the

data used for its calculation. We have presented four different estimates of the

break even rate of interest depending upon alternative configurations of the
underlying data. Let us first discuss the data used for the calculation of break even

rates of interest. The table shows that interest cost per rupee loan disbursed on
yearly borrowings ranged from Rs. 0.0185 to Rs. 0.0551 during the period 1991 to
1995, while interest cost per rupee loan disbursed on cumulative borrowings varied
between Rs. 0.2068 and Rs.0.3322 during the same period. Administrative cost per
rupee loan disbursed fluctuated between Rs. 0.1072 and Rs. 0.1779 during the
period 1991 to 1995. The percentage of unrecovered dues including principal
amount and interest payments increased from 41 percent in 1991 to 48 percent in
1995.

The break-even rate (inclusive of default cost) has been calculated

alternatively on the bases of interest payments on yearly and cumulative
borrowings. Based on interest payments on yearly borrowings, thebreak-evenrate



Table 3.1

Break Even Rates and Data for the Calculation

1991 1992 1993 1994 1995

Interest Cost per Rupee Loan Disbursed on: (i) (Rs.)

Yearly Borrowing 0.0551 0.0417 0.0480 0.0496 0.0185

Cumulative Borrowing 0.2068 0.2200 0.2574 0.3322 0.2160

Administrative Cost per Rupee Loan Disbursed: (a) (Rs.) 0.1289 0.1615 0.1324 0.1779 0.1072

Proportion of Principal and Interest Payments due that is not Recovered (p) 0.41 0.45 0.38 0.46 0.48

Break.Even Interest Rate including Default Cost (Based on): (%)

Interest Cost on Yearly Borrowing 100.70 118.80 90.40 127.30 116.40

Interest Cost on Cumulative Borrowing 126.4 151.2 124.2 179.7 154.5

Break Even Interest Rate Excluding Default Cost (Based on): (%)

Interest Cost on Yearly Borrowing 18.40 20.30 18.0 22.80 12.60

Interest Cost on Cumulative Borrowing 33.6 38.1 39.0 51.0 32.3

Interest Cost on: (Million Rs.)

Yearly Borrowing 458.60 291.40 414.40 446.00 269.20

Cumulative Borrowing 1721.0 1539.0 2224.0 2987.0 3149.0

Administrative Cost (Million 'Rs.) 1073.0 1130.0 1144.0 1599.0 1563.0

Loan Disbursed (Million Rs.) 8324.0 6996.0 8643.0 8989.0 14576.0

Principal and Interest payments due thatis not Recovered (Million Rs.) 5360.5 7795.4 5446.0 9105.2 8945.7

Total Recoverable (Million Rs.) 13169.0 17233.5 14465.1 1971R.8 18755.9

Souta: Agricultural Oevelopment Bank of Pakistan: Annual Reports.
NOI(': Break Even Rate =(i+a+p)/( I-p).



(inclusive of default cost) stood at a hefty 100.70 percent in 1991, before increasing
to 116.50 percent in 1995. The break-even rate of interest (inclusive of default.

cost) calculated on the basis of interest payments on cumulative borrowings
increased from 126.4 percent in 1991 to 154.5 percent in 1995.4 Notice that these
astoundingly high figures for the break-even rate of interest are primarily due to a
high default cost. This is evident from the estimates of break-even rates exclusive
of default cost. The break-even rate of interest (exclusive of default cos't)based on

interest payment on yearly borrowings declined from 18.40 percent in 1991 to .

12.60 in 1995. The break-even rate (exclusive of default cost) computed on the

basis of interest payment on cumulative borrowings, varied between 32.3 percent
and 51.0 percent during the period 1991 to 1995, the highest figure corresponding
to the year 1994. It must be cautioned here that financial viability criterion does not

capture the possibility that a lending institution may not satisfy the criterion during
a single time period, but still may be financially viable overtime. This is because
the calculation of break-even rate of interest neglects the possibility that overdue
loans may be repaid in the future.

In addition to the break even rate of interest, an examination of the bank's

financial margins can also shed some light on its profitability. If the bank is to

become profitable, it must cover all costs as a percentage of assets within
its financ.ial margins. Table 3.2 provides information on financial margin of the

Source: Agricultural Development Bank of Pakistan: Annual Repol1S.
Note: I. Financial Margin =(Interest Revenue - Interest Expenses)rrotal Assets.

2. Other Costs are defined as total expenses less salary. .

4Notice that despite very high break~even rates of interest, the bank is showing profit according

to its annual reports. There is a question of how the ADBP is making profit despite a substantial gap
between its on-lending rate of interest and the break-even rate of interest. This question can be answered

by looking at the status of SBP loans sanctioned to ADBP. Data from the SBP show that ADBP has not
been able to repay its loans to the SBP during the ~riod 1990-91 to 1997-98, except for the year 1993-94.

This implies that the ADBP has been effectively shifting a part of its operating expenses (including
default) to the SBP. This shifting of expenses can be treated as a source of income for the ADBP.

Therefore, it would not be implausible if the Bank shows profits despite a large gap between its on-lending
rate of interest and the break-even rate of interest.

Table 3.2

Financial Margins
(% of Total Assets)

Interest Interest Financial Total Cost (Salary +
Year Revenue Expenses Margin Salary Other Cost Other Costs)
1991 6.5 4.06 2.44 1.71 4.88 6.59
1992 5.92 3.42 2.5 1.67 4.25 5.92
1993 6.52 4.26 2.25 1.5 4.95 6.45
1994 8.33 5.47 2.86 2.17 6.23 8.4
1995 7.6 5.12 2.47 1.84 5.83 7.67
1996 7.5 4.53 2.97 1.93 5.27 7.2



ADBP. It is evident that the bank's financial margin has remained quite low during
the period 1991 to 1996, increasing slightly from 2.44 percent in 1991 to 2.97
percent in 1996. . Furthermore, the bank has been unable to cover its costs within

its financial margin. For example, the bank's total expenses as a percentage of

assets stood at 7.2 percent, whereas its financial niargin was only 2.97 percent in
1996. .

3.3. The Subsidy Dependence Index

Apparently Agricultural. Deyelopment Bank of Pakistan has shown

impressive performance in terms of the amount of profit reported in the
conventional financial statements. However, in view of the fact that the ADBP is

a state and donor supported organization, the conventional accounting data are
inadequate to measure its financial performance. For example, the ADBP receives
subsidized funds from foreign sources and the State Bank of Pakistan for on-lending

. .

purposes. The bank, therefore, enjoys an economic subsidy which needs to be taken
into account to evaluate its economic sustainability. .

The Subsidy Dependence Index measures the percentage increase in the
financial in'stitution's average on-lending interest rate required to fully compensate
for the elimination of subsidies. Calculating the SDI requires aggregating all the

subsidies received by the finan"cialinstitution. Because lending is the primary
activity of a development finance institution, the SDI is simply a ratio of the total

subsidy to the financial institution's on-lending interest rate multiplied by its average

annual loan portfolio. Measuring a financial institution's annual subsidies as a
percentage of its interest income giyes the percentage by which interest income

would h~ve to increase to fully coyer the cost of lending, assuming that the bank
obtains funds at the market rate of interest. The annual subsidy received by a
financial institution is defined as:

S = A(m-c)+[(E*m)-P]+K

where

S =Annual subsidy received by the financial institution; -

A =Annual average outstanding funds borrowed by the financial institution

at concessional rates;
l7Z=Interest rate the bank wouldbe assumedto pay for borrowed funds if

access to borrowed concessional' funds were eliminated;

c =Concessional ~ate of interest actually paid by the bank on concessional
borrowincrs',=,'

E = Annual equity;
P = Reported annual profit before taxes;

K=The sum of, all other annual subsidies received by the bank (such as
partial coverage of operational expenses). , '



Now SDl is defined as the following ratio:

SDI = S/LP*i

where

SDI =Subsidy dependence index;

LP=Averageannualoutstandingloanportfolio;
1=\Veightedaverageon-lendinginterestrate.

An SOl. of zero means that a financial institution achieved full sustainability. An
SDl of 100 percent indicates that a doubling of the average lending interest rate is

required if subsidies are to be eliminated. Similarly, an SDl of 200 percent indicates
that a threefold increase in the on-lending interest rate is required to compensate for
eliminating the subsidy.

Table 3.3 repor.ts the SDI's for the Agricultural Development Bank of
Pakistan for the period 1991-1995. We have taken the rate of interest on 36-month

deposit as the market rate, whereas the weighted average of the actual concessional

rates of interest on borrowings have been used. SOl increased from 37.88 percent
in 1991to 57.24 percentin 1993.The SOl declinedto 54.59 percent in 1994and
then increased to 55.55 percent in 1995. Based on these figures of SD1, Table 3.3
also shows the on-lending rate of interest that the bank should have charged if

~ ~

subsidies were to be eliminated altogether. The required rate of interest comes out

to be 17.24 percent as against the actual interest rate of 12.5 percent in 1991. For
1992,the raterequiredto eliminatesubsidiesis 18.88pel:cent.While the actualon-
lending rate of interest was 13.5 percent during the period 1993-1995, the rates of

interest required to eliminate subsidies during the corresponding period were
respectively 21.23 percent, 20.87 percent, and 21.00 percent.

The Subsidy Dependence Index (SDJ) and Data for its Calclllation
(Million Rs.)

1995
48003.749

II. 770
6.04

6428.646
195.298

Borrowings
36 Months Interest R::lte

Interest Rate on Borrowings (S{-)

Amount of Equity
Profit

Annual Average Outstanding
Loan Ponfolio

SDI ('7c)

On Lending Interest R;lte (SO

Required Interest Rate Based on
SO! ('7c)

Table 3.3

1991

32376.876

10.500

6.21

3910.738

] 14.853

1992

35952.241

] 1.990

6.7

5279.152

152.414

1993

42309.776

] 1.570

5.71
6113.399

189.247

]994

43880.110

11.710

6.2
6306.012

192.613

Source: Agricultural De\elopment Bank of Pakistan: Annua] Repons.

35582.166 37312.345 38791.602 40215.765 44160.3] 2
37.880 51.OSO 57.240 54.590 55.550
12.500 12.500 13.500 13.500 13.500

17.240 18.880 21.230 20.870 21.000





Chapter 4

COST STRUCTURE AND ECONOMIES OF SCALE

4.1. Introduction

In this chapter, we are interested in investigating the cost structure of bank
branches by analyzing the production characteristics of both Agricultural
Development Bank of Pakistan and the National Bank of Pakistan. Recent studies

have shown that the analysis of banks' technological characteristics is facilitated by
using the cost function model based upon duality theory. A cost function not only
sheds light on banks' technologicalattributes, but also provides information on both

product-specific and overall economies of scale. In this paper, we utilize alT10del
based on the translog cost function to provide insight into bank production
characteristics. The chapter is structured as follows: Section 4.2 describes the
translog cost function and explains the data and variables. Section 4.3 discusses the
empirical results and Section 4.4 concludes the discussion.

4.2. The Translog Cost Function

A translog cost function may be viewed as an exact cost function in its own

right, or as a second-order logarithmic Taylor series approximation to any arbitrary
twice-differentiable cost function. The translog cost function is written as:

III II I III III

In c =ao + I ai III Yi + I ~j Inp j + - I I bij III yJll Y j
i=J j=J 2 i=J j=1

I IZ n III II

+ - L..I Y ij III Pi In P j + I I 8ij In Yi III P j + A
2 i=Jj=1 i=Jj=J

\vhere Yiare the m outputs, Pj are the n input prices. Linear homogeneity in factor
prices is insured by the restrictions

Lj~j=l, LjYjk=O'Vk,and Lj8ij=O'Vi.

Also, symmetry requires that bir= bri'Vi,"rand Yjk= Ykj'Vj, K.

There are two approaches to measuring bank outputs and cost: the

production approach, and the intermediation approach. Under the production
approach, banks are seen as producing accounts of various sizes by processing

deposits and loans, and incurring capital and labour costs. This approach measures

output by the number of accounts and considers only non-interest operating cost.
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Under the intermediation approach, banks intermediate deposits and borrowed
funds into loans and other assets. This approach measures output by the dollar value

of accounts and considers operating cost incl~sive of interest payments. We adopt

the latter approach in modelling cost functions for the banking operations of both
the ADBP and. the National Bank of Pakistan. Our model includes three inputs:

Labour, Capital and Loanable Funds. The wage rate is calculated as the sum of
wages, salaries and benefits divided by the total number of employees. The price
of capital is computed as the sum of rent and depreciation divided by the book value
of fixed assets. The average interest cost is calculated as total interest payments

divided by interest bearing deposits and/or borrowings.

4.3. Empirical Results

The translog cost functions are estimated using pooled time series and
branch-level cross section data by fixed effects estimation technique, with the

homogeneity in input prices and symmetry restrictions imposed. The estimated

parameters are reported in Table 4.1.
Since our primary interest lies in evaluating the scale economies, we shall

focus our attention on the economies of scale parameters reported in Table 4.2.
Economies of scale are said to exist when an equi-proportional increase in all inputs

results in a greater than proportional increase in output, or equivalently, when an
increase in output at constant input prices leads to a less than proportional increase
in total costs. Thus, average cost declines as output expands. In terms of the

translog cost function specified above, the economies of scale can be calculated as
follows:

I1Z aIn C 111 111 111 I1Z Il

SE =L - L Cl.i+L L 8uIn)'i+L L 8ijInPi
i=1a In y i=1 i=1j=1 i=Jj=l .

For comparative purposes, we have computed the scale economies

parameters for 3 samples that respectively consist of data relating to all branches,
profit making branches, and non-profit making branches. Let us first focus on
economies of scale parameters pertaining to the ADBP. It is clear that the ADBP

enjoys substantial economies of scale for all branches, suggesting that all branches
would benefit from programme expansion. As for the NBP, our results show that
it also enjoys considerable economies of scale. The extent of the economies of
scale is the highest for the non-profit making branches followed by all branches and
branches showing profitability.

Based on the cost elasticity parameters, we have also computed marginal
costs of loan disbursed and deposits. For the ADBP, marginal cost of lending an
additional Rs. 100.00 is Rs. 156.5for the non-profitable branches, followed by Rs.
85.7 and Rs. 61.07 for all branches and profit-making branches respectively.
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Table 4.1

Branch Level Translog Cost Functions

Explanatory Variable ADBP NBP

Log of Loan Disbursed 0.19367 3.02236 0.21601 0.70000

(458). [1.10] [2.0000]

Log of Deposits 0.08171 0.90376 0.45757 3.4 1000

(3.28)* [0.94] [1.01000]

Log of Fixed Cost 0.07209 -2.18 0.09772 -4.20000

(2.24)* [0.61] [2.09000]

Log of Interest 0.48788 -5.04421 0.23687 -2.19000

(16.56)* [1.18] [0.94000]

Log of \Vage 0.44003 -2.61777 0.66541 -2.21000

(13.98)* [0.58] [0.53000]

Log of Past Dues -0.0 I03 -0.37477

(0.59) (1.51969)

Log of loan Disbursed Squared 0.08979 0.05502

(5.53)* (2.37)*

Log of Deposits Squared 0.00368 0.12334

(0.78) (3.46)*

Log of Fixed Cost Squared 0.02448 0.02895

(3.66)* (1.73)**

Log of Interest Cost Squared 0.04082 0.14572

(7.69)* (12.67)*

Log of Wage Squared 0.03953 0.18419

(3.10)* (7.12)*

Log of Past Dues Squared 0.1312

(56.34)

Log of Loan Disbursed Log of 0.01244 -0.04236

Deposits (1.48) (-1.72)**

Log of Loan Disbursed Log of 0.01053 0.03769

Fixed Cost (1.14)* (2.11)*

Log of Loan Disbursed Log of -0.05635 -0.08052

Interest Cost (-5.78)* (-4.40)*

Log of Deposits Log of Fixed 0.00527 -0.00444

Cost (0.74) (-0.22)
Contillued-
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Table 4.1-( Continued)

Explanatory Variable ADBP NBP

Log of Deposits Log of Interest 0.00907 O.16244
Cost (1.03) (5.83)

Log of Fixed Cost Log of -0.0 I288 0.00476
Interest Cost (-1.82)** (0.31)*

Log of Wage Log of Fixed . 0.01159 -0.03371
Cost (1.41)** (-2.10)*

Log of Wage Log of Interest -0.02794 -0.15048
Cost (-4.07)* (-8.67)*

Log of Wage Log of Loan -0.66840 -0.11821

Disbursed (-6.13)* (-6.29)*

Log of Wage Log of Deposits 0.00381 0.16688

(0.41) (5.58)*

Log of Fixed Cost Log of Past -0.0086

Dues (-1.98)

Log of Interest Cost Log of Past -0.0725

Dues (-13.50)*

Log of Loan Disbursed Log of 0.0956

Past Dues (16.63)*

Log of Deposits Log of Past -0.0127

Dues (-3.12)*

Road Length -0.41076 0.244 0.04377

(-2.66)* (0.137) (0.65)

Rainfall -0.000002 1397.78 0.000001 1514.8900

(-0.17) (749.63) (0.24) (710.56)

Age 0.00969 16.167 -0.02019 21.25000

(2.07)* (10.423) (-1.79) (7.63000)

Age Squared -0.00009 0.000001

(-0.92) (1.40)

Constant 0.000 18 0.08459

(0.06) (4.47)*

Notes:(I) Figuresin Parenthesisaret-values.
(2) Figuresin bracketsareStandardDeviations.

* Indicates level of significanceat 5 percent.
"* Indicates level of significanceat 10percent.
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Table 4.2

Economies of Scale and Marginal Costs

Note: Estimates are based upon branch level translog cost function.
Figures in parenthesis are t-values.

"'Indicates the level of significance at 5 percent.

Marginal cost of an additional deposit mobilization of Rs. 100.00is Rs. 16.72for non-
profitablebranches, followed by Rs. 6.6 and Rs. 2.46 for all branchesand profit making
branches respectively. For the NBP, marginal cost oflending an additionalRs. 100.00
is Rs. 10.16 for non-profitable branches, followed by Rs. 9.18 and Rs. 8.84 for all
branchesand profit-makingbranches respectively. Marginalcostof an additionaldeposit
mobilizationof Rs. 100.00 is Rs. 5.42 for non-profitablebranches,followedby Rs. 4.72
and Rs. 4:49 for all branches and profit-making branches respectively. It is evidentthat
non-profitablebranches of both ADBP and NBP face highermarginalcosts withrespect

to the production of loans and deposits. It is interesting to note that marginal cost of
deposits is much higher than the marginal cost of lending for the ADBP, whereas
marginal cost of deposits is lower than marginal cost of lendingfor the NBP.

4.4. Concluding Remarks

In this chapter, we have analyzed the production characteristics and the
related issue of economies of scale for both the Agricultural Development Bank of

Pakistan and the National Bank of Pakistan. In particular, we have estimated

translog cost functions that provide a firm theoretical grounding for evaluating
economies of scale at the branch level. Our empirical results show that there has

been significant economies of scale for both ADBP and NBP. The obvious
conclusion, then, is that there exists scope for both ADBP and NBP to expand their

outputs at declining average costs.

Agricultural Development Bank
of Pakistan National Bank of Pakistan

Full Profitable Non Full Profitable Non

Sample Branches Profitable Sample Branches. Profitab!e
Branches Branches

Cost Elasticity w.r.t. Loans 0.6209 0.6283 0.6118 0.2171 0.21.72 0.2169
Disbursed (34.63) (37.27)* (29.66)* (2.32)* (2.32)* (2.31)*

r...larginalCost of Loans 0.8576 0.6107 1.5651 0.0918 0.0884 0.1016
Disbursed

Cost Elasticity W.r.t.Deposits 0.0055 0.0027 0.0088 0.4553 0.4561 0.4530

(0.54) (0.28) (0.77) (3.48)* (3.49)* (3.46)*

Marginal Cost of Deposits 0.0660 0.024 0.1672 0.0472 0.0449 0.0542

Overall Economies of Scale 0.6263 0.6310 0.6206 0.6724 0.6733 0.6700

(6.06)* (5.98)* (6.14)* (7.16)* (7.18)* (7.13)*
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Chapter 5

IMPACT OF INFRASTRUCTURE AND AGROCLIMATE ON THE
LOCATION OF RURAL BANK BRANCHES IN PAKISTAN

5.1. Introduction

Rur~l financ}alinstitutions play a vital role in the development and growth
of the.agricultural sector. In the con~extof developing economies, however, it has
been observed that while some rural areas are adequately served by financial

institutions, others have little or no access to these institutions. In the development
literature, this uneven pattern of geographic location of rural bank branches has
been attributed largely to regional differences in agrocIimatic conditions and
infrastructural endowments5.The basic premise is that banks locate their branches

where the agroclimate and infrastructure are favorable to their operations. Financial
institutions find it more profitable to locate in environments where a good
a2:roclimate leads to substantial demand for agricultural investment and high""""

repayment capacity. In view of the fact that better agrocIimate directly enhances
both agricultural productivity and the demand for private agricultural investment,
agroclimatic opportunities of a region playa pivotal role in the location decision of
banks. Similarly, better infrastructure can facilitate the emergence and growth of
financial institutions in a particular area by increasing the profitability of banks
through reduction in the cost of financial intermediation. Moreover, government

expenditure on physical jnfrastructure affects the private production and investment
decisions in agriculture, ~eadsto better agricultural productivity, and increases the

rate of return to priy'ate agricultural investment. These factors are essential
ingredients for the viability of financial institutions in the rural areas.

This chapter aims to explore the impact of infrastructure and agroclimate on
the geographic location of rurafbank branches in Pakistan. Section 5.2 presents the
model which is used to assess quantitatively the influence of infrastructural

endowments and agroclimatic environment on the location of financial institutions
across the rural landscape. Section 5.3 describes data and the variables. Section

5.4 reports the estimation results while section 5.5 offers some concluding remarks.

5.2. Model Spec.ification

Banks are assumed to locate in a district with good agroclimate and
infrastructure i.e.

OSee,for instance, Binswanger and Khandkar (1993) and the references cited therein.
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CBj= CBj (Rrj, ACpj, Vj, Ej)

\Vhere

CBj=Number of banks operating in district j .

Rrj= Level of the rth infrastructure variable (say road length) in district j.

A Cpj=Level of Pth agrocIimate variable in district j
Vj= Unobservable area- specific characteristics

Ej =Error term.

5.3. Data and Variables

\Ve have chosen two variables to represent infrastructural endowments of a
region. These are irrigated area and road length. Two agrocIimatic variables,
rainfall and humidity, have been used to capture the agrocIimatic environment.

Dependent variables are the numbers of rural branches of Agricultural pevelopment
Bank of Pakistan (ADBP) and five commercial banks established at the district
level6.

District level data on Irrigated Area and Road Length are collected from
various issues of Provincial Development Statistics published by Governments of
Punjab, Sindh and NWFP. Data on Rainfall and Humidity are collected from the
Meteorological Department, Government of Pakistan. District level data on the

number of rural bank branches are obtained from unpublished reports of the State
Bank of Pakistan and the Agricultural Development Bank of Pakistan.

5.4. Estimations

In this section, we report the regression results. In Table 5.1, six equations
are estimated using pooled cross section and time series data for 72 districts of

Punjab, Sindh and NWFP for the years 1971/72 - 1994/95. 'To control for
unobservable and time invarying area specific characteristics, the fixed effects
estimation technique has been employed. The dependent variables are the numbers
of rural bank branches of the ADBP and five commercial banks. The explanatory

variables representing infrastructure and agrocIimate variables are Irrigated Area
(lA), Road Length (RL), Rainfall (RF) and Humidity (HMDTY).

Equation (1) explains the number of rural bank branches of ADBP as a

function of Irrigated Area, Road Length, Rainfall and Humidity. All the four
explanatory variables in this equation have a positive and significant impact on the
dependent variable and the equation explains 79 percent of the variation in the

dependent variable. In Equation (2) number of National Bank branches is regressed

nAll the variables pertaining to infrastructure endowments, and number of bank branches have

been standardized by dividing with the district's area. The variables, therefore, are measured as per 10

Sq.Km. Avaage rainfall is measured in millimetres while humidity is measured as the percentage
moisture content in the air.



on Rainfall, Humidity, Irrigated Area and Road Length. In this equation all the
explanatory variables, except Irrigated Area have a positiveimpact on the dependent

variable. Irrigated Area (IA) has a negative but insignificantco-efficient.This equation
explains 59 percent of the variation in the dependent variable. Equation (3) uses
number of rural bank branches of Habib Bank as the dependent variable. In this

equation all the agroclimatic and infrastructure variableshavea positive impact on the
number of bank branches, explaining 69 percent of the variation in the dependent
variable. In Equation (4) number of Allied Bank branchesis the dependent variable.

Here all the agroclimatic and infrastruc.ture variables have positive and significant
impact on the dependent variable. This equation explains38 percent of the variation

in the dependent variable. In Equation (5), number of UBL branches is regressed on
agroclimatic and infrastructure variables. Here all the variables positively influence
the dependent variable. This equation explains 69 percent of the variation in the

dependent variable. Finally, in Equation (6) the number of rural bank branches of
Muslim Commercial Bank has been regressed on RainFall, Humidity, Irrigated Area
and Road Length. All the four explanatory variables in this equation positively
influence the dependent variable with statistically significant co-efficients. This

equation explains 60 percent of the variation in the dependent variable. .
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Table 5.1

Effects of Agroclimate and Infrastructure all the Locatioll

of Rural Bank Branches

Dependent Independent Variables
Variable Constant RainfaIl Humidity Road Length IrrigatedArea R2 F

(I) ADBP 0.00058 0.384 0.137 0.497 0.068 0.79 422.22
(0.03) (11.28)* (3.90)* (20.03)'" (2.60)*

(2) NBP 0.0043 0.319 0.292 0.169 -0.0028 0.59 83.65
(0.17) (7.34)* (6.25)* (5.26)'" (-0.09)

(3) HBL 0.003 0.558 0.382 0.166 0.02 0.69 203.90
(0.12) (13.73)* (8.74)* (5.53)'" (1.43)

(4) ABL 0.00006 0.108 0.213 0.171 0.065 0.38 45.73
(0.004) (2.83)* (4.08)* (6.20)" (2.37)*

(5) VBL 0.0029 0.432 0.307 0.31 0.075 0.69 181.74
(0.09) (9.94)* (6.50)* (9.68)" (2.37)*

(6) MCB 0.0029 0.299 0.357 0.268 0.052 0.60 130.34
(0.12) (6.86)* (7.65)* (8.3)" ( 1.67)*

Notes: * Indicates level of significance at 5 percent.
** Indicates level of significance at 10 percent.

Coefficients of these variables are in elasticity fOIm.
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5.5. Concluding Remarks

This chapter has attempted to quantify the role of infrastructural

endowments and agrocIimatic environment in the geographic location of rural bank
branches in Pakistan. We have estimated several specificationswhich can be helpful
in understanding the spatial distribution of bank branchesacross the rural landscape.
Our results indicate that the location of rural bank branches is significantly
influenced by infrastructural endowments. In other words, regions endowed with
better infrastructure appear to have a greater access to financial institutions. Our
results also highlight the importance of agrocIimaticenvironment in the geographic
location of rural bank branches. These results point out that policies designed to

promote access to financial institutions in the rural areas need to be adopted in
tandem with greater efforts to provide better infrastructure in regions with a
favourable agrocli~atic environment.





Chapter 6
SUMMARY OF STRATEGIC ISSUES AND

POLICY RECOMMENDATIONS

Several strategic issues emerge from the evidence and analysis presented
in the previous chapters. In what follows, we provide a summary of these issues and
offer some policy recommendations.

. The evidence presented in chapter 2 has shown that the ADBP primarily

relies on borrowings from the State Bank of Pakistan for its lending
operations, and that its efforts to mobilize deposits as a source of funding
have not been very successful. For example, the ratio of deposits to loans
disbursed declined from 41.65 percent in 1991 to 20.24 percent in 1996,

whereas the ratio of advances to borrowings stood at 99.21 percent in
1996. It is important that vigorous efforts are made to improve deposit
mobilization since this will provide the main funding source for the bank's
lending operations.

. The bank's administrative expenses continue to be quite high. For example,
administrative cost per rupee loan disbursed increased from Rs. 0.1289 in
1991 to Rs. 0.1779 in 1994, before falling to Rs. 0.1072 in 1995.

Furthermore, in 1996, average number of loans per employee stood at
14.98, whereas average credit disbursement per employee amounted to Rs.

1144 thousand. The challenge facing the ADBP is to reduce staffing levels
and to improve operational effectiveness. The ADBP management has
recognized this and certain initial steps have already been taken to address
some of these issues.

. The ADBP is facing high default cost owing to the low and deteriorating

recovery rates. The recovery ratio based on total recovery performance
declined from 59.29 percent in 1991 to 44.68 percent in 1996, whereas the
recovery ratio calculated on the basis of current dues declined from 69.15

percent in 1991 to 56 percent in 1996. The bank's performance in terms
of recovery of past dues is wholly unsatisfactory. For example, the
recovery ratio calculated on the basis of recovery performance of past dues
declined from 33.40 percent in 1991 to 19.30 percent in 1996. Recoveries

are vital in view of the reluctance of ADBP's main lenders to provide
further funds and its inability to mobilize deposits. Therefore, more
determined efforts are needed to improve its recovery performance. In

addition, ADBP needs to initiate a cohesive program to revamp its lending



JI

procedures in order to minimize the risk of default, fo~using particularly
on greater scrutiny and monitoring of loans and adequate loan securities.

0 A financialinstitutionmust remain financiallyand economicallyviablein
order to continue and expand its operations. According to the financial
criterion of efficiency, a lending institution must charge an interest rate
that generates revenue equal to or exceeding the cost per unit of loan
disbursed. \Ve have shown that the break-even rate of interest is

astoundingly high when default cost is taken into account. These results
indicate that huge financial subsidy is required to keep the ADBP afloat.

. We have shO\m that the ADBP's financialmargin has remainedquite low and
that the bank has been unable to cover its costs within its financial margin.
For example, in 1996, the bank's total expenses as a percentage of its assets
stood at 7.2 percent, whereas its financial margin was only 2.97 percent.

0 In view of the fact that the ADBP is a state and donor supported
organization, the conventional accounting data are inadequate to measure
its financial performance. For example, the ADBP receives subsidized
funds from foreign sources and the State Bank of Pakistan for on-lending
purposes. The bank, therefore, enjoys economic subsidy, which needs to
be taken into account to evaluate its economic sustainability. \Ve ha\Oe
computed the Subsidy Dependence Index (SDI) that measures the
percentage increase in the financial institution's average on-lending

interest rate required to fully compensate for the elimination of subsidies.
The high values of SDI in recent years attest to the fact that the ADBP has
been mainly a vehicle for distributing subsidized loans rather than a
financial institution operating under sound commercial guidelines. High
dependence on subsidies not only erodes economic viability but also
makes it vulnerable to changes in external economic conditions that may
adversely affect the amount of subsidies it receives from both domestic
and foreign sources. As a matter of fact, recent trends indicate a dwindling
supply of concessional borrowings, especially from foreign sources. It is,
therefore, expected that the bank would have to rely increasingly on
borrowings from the money market at commercial interest rates. In this
changing scenario, the bank needs to adopt ways to reduce its dependence
on subsidies and transform itself into a self-sustaining financial institution.

Our analysis shows that the bank's current on-lending rate of interest is
considerably lower than the one required to eliminate its subsidy

dependence.

. Our analysis points out that in order to continue and expand its operations
ona sound financial basis, the ADBP needs to substantially raise its on-

lending rate of interest. However, this option seems infeasible given the
objective of providing credit to the agricultural sector at affordable rates.

Therefore, other ~vaysmust be explored to improve the bank's financial
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performance.. For example high rates of loan collection, a high level of
deposit mobilization, and greater administrative efficiency can be
instrumental in improving financial and economic viability of the ADBP.

0 In addition to the factors listed above, the bank must exploit any cost
advantages that are available to it by adopting the most efficient scale of
operations. By estimating a translog cost function, we have quantified the
extent to which the bank's production costs are sensitive to its scale of
operations. Our results show that the bank enjoys significant economies
of scale. For example, the economies of scale parameter of 0.2019
indicates that when the volume of business of a branch increases by 100

percent, the operating cost increases by only 20 percent. This suggests that
the viability of a program could be improved by taking advantage of scale
economies in operating cost instead of raising interest rates on loans.

0 Finally, we have explored the impact of infrastructure and agroclimate on
the placement of rural bank branches. Our results indicate that the location
of rural bank branches is significantly influenced by location specific
variables such as road length, irrigated area, rainfall, and humidity. In
other words, regions with better infrastructure and good agrocIimate
appear to have a greater access to financial institutions. These results point
out that policies designed to promote access to financial institutions in the
rural areas need to be adopted in tandem with greater efforts to provide
better infrastructure in regions with a favourable agrocIimatic

~ ~

environment.

Appendices

Table A-I

Distribution of Bank Branches by Size of LoallS Disbursed
and Age Group: 1991

SizeOf LoanDisbursed Age Group In Years

(Million Rs.) r-Io 11-20 21-30 >31 Total

<10 60 18 10 3 91

(36.81) (24.66) (22.22) (8.33) (28.71)

10-20 55 19 12 10 96

03.74) (26.03) (26.67) (27.78) (30.28)

20-40 37 19 12 10 78

(22.70) (26.03) 26.67) (27.78) (24.61)

40-80 9 11 8 6 34

(5.52) (15.07) 07.78) (16.67) (10.73)

>80 2 6 3 7 18

0.23) (8.22) (6.67) (19.44) (5.68)
Total 163 73 45 36 317

( 100.00) (100.00) (100.00) (100.00) (100.00)

Source: Survey of ADBP Branches.
Note: Figures in parentheses are Column percentages.
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Table A-2

Distribution of Bank Branches by Size of Loans Disbursed

and Age Group: 1992

Size of Loans Disbursed Age Group in Years

(Million Rs.) 1-10 11-20 21-30 >31 Total

<10 83 34 13 4 134

(54.25) (40.96) (28.89) ( 10.26) (41.88)

10-20 38 17 13 13 81

(24.84) (20.48) (28.89) (33.33) (25.31)

20-40 22 19 II 9 61

(14.38) (22.89) (24.44) (23.08) (19.06)

40-80 8 9 4 7 28

(5.23) (10.84) (8.89) (17.95) (8.75)

>80 2 4 4 6 16

(1.31) (4.82) (8.89) (15.38) (5.00)

Total 153 83 45 39 320

(100.00) (100.00) (100.00) (100.00) (100.00)

SOl/ree:Survey of ADBP Branches
Note: Figures in parentheses are Column percentages.

Table A-3

Distribution of Bank Branches by Size of Loans Disbursed

and Age Group: 1993

Size of Loans Disbursed Age Group in Years

(MilJionRs.) 1-10 11-20 21-30 >31 Total

<10 71 24 14 7 116

(46.71) (38.10) (21.21) (16.67 (35.91)

10-20 35 IS 17 9 76

(23.03) (23.81) (25.76) (21.43) (23.53)

20-40 31 12 17 II 71

(20.39) (19.05) (25.76) (26.19) (21.98)

40-80 13 8 10 8 39

(8.55) (12.70) (15.15) (19.05) (12.07)

>80 2 4 8 7 21

(1.32) (6.35) (12.12) (16.67) (6.50)

Total 152 63 66 42 323

(100.00) (100.00) (100.00) (100.00) (100.00)

SOl/rce:Survey of ADBP Branches.
Note: Figures in parentheses are Column percentages.
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Table A-4

DistributiOli of Bank Branches by Size of Loans Disbursed

and Age Group: 1994

Size of Loans Disbursed Age Group in Years

(Million Rs.) . 1-10 11-20 21-30 >31 Total

<10 60 20 16 8 104

(43.48) (31.75) (19.75) ( 18.60) (32.00)

10-20 27 18 18 7 70

(19.57) (28.57) (22.22) (16.28) (21.54)

20-40 38 13 22 12 85

(27.54) (20.63) (27.16) (27.91) <26.15)

40-80 9 8 16 II 44

(6.52) (12.70) (19.75) (25.58) 03.54)

>80 4 4 9 5 11

(2.90) (6.35) (11.11) (11.63) (6.77)

Total 138 63 81 43 325

(100.00) 100.00) (i00.00) (100.00) (100.00)

Source: Survey of ADBP Branches.

Note: Figures in parentheses are Column percentages.

Table B-1

Distribution of Bank Brmiches by Size of Loans Reco\'ered

and Age Group: 1991

Size of Loans Recovered Age Group in Years

(Million Rs.) 1-5 6-10 II-:W 21-30 >31 Total

<15 50 38 27 16 ' 135...

(52.63) (55.88) (36.99) (35.56) (11.11) (42.59)

15-30 34 23 18 12 14 101

(35.79) (33.82) (24.66) <26.67) (38.89) (31.86)

30-45 6 3 17 :) :) 36

(6.32) (4.41 (23.29) (i 1.1I) (13.89) 01.36)

45-60 4 4 4 6 5 1"-.,

(4.21) (5.88) (5,48) (13.33) (13.89) (7.26)

>60 I 0 7 6 8 11

(1.05) (0.00) (9.59) ( 13.33) (22.22) (6.94)

Total 95 68 73 45 36 317

(100.00) 100.00) (100.00) (l00.00) (100.00) (i00.00)

Source: Survey of ADBP Branches.

Note: Figures in parentheses are Column percentages.
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Table B-2

Distribution of Bank Branches by Size of Loans Recovered

and Age Group: J992

Size of Loans Recovered Age Group in Years

(Million Rs.) 1-5 6-10 11-20 21-30 >31 Total

<15 41 33 31 12 5 122

(51.90) (44.59) (37.35) (26.67) (12.82) (38.13)
15-30 21 29 22 12 14 98

I

(26.58) (39.19) (26.51) (26.67) (35.90) (30.63)
30-45 II 7 14 7 4 43

(13.92) (9.46) (16.87) (15.56) (10.26) (13.44)
45-60 2 2 6 6 4 20

(2.53) (2.70) (7.23) (13.33) (10.26) (6.25)
>60 4 3 10 8 12 37

(5.06) (4.05) (12.05) (17.78) (30.77) (11.56)
Total 79 74 83 45 39 320

( 100.00) (100.00) (100.00) (100.00) (100.00) (100.00)

Source: Survey of ADBP Branches.
Note: Figures in parentheses are Column percentages.

Table B-3

Distribution of Bank Branches by Size of Loans Recovered

and Age Group: 1993

Size of Loans Recovered Age Group in Years

(Million Rs.) 1-5 6-10 11-20 21-30 >31 Total

<15 31 50 24 23 6 134

(53.45) (53.19) (38.10) (34.85) (14.29) (41.49)

15-30 14 30 19 15 14 92

(24.14) (31.91) (30.16). (22.73) (33.33) (28.48)

30-45 8 6 7 9 6 36

(13.79) (6.38) (11.11) (13.64) (14.29) (11.15)

45-60 2 6 7 8 6 29

(3.45) (6.38) (11.11) (12.12) (14.29) (8.98)

>60 3 2 6 II 10 32

(5.17) (2.13) (9.52) (16.67) (23.81) (9.91)

Total 58 94 63 66 42 323

(100.00) (100.00) (100.00) (100.00) (100.00) (100.00)

Source: Survey of ADBP Branches.
Note: Figures in parentheses are Column percentages.
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Table B-4

Distribution of Bank Branches by Size of Loans Recovered

and Age Group: 1994

Sizeof LoansRecovered Age Group in Years

(Million Rs.) 1-5 6-10 11-20 21-30 >31 Total

<15 7 50 22 17 5 101

(35.00) (42.37) (34.92) (20.99) (I 1.63) (31.08)
15-30 7 30 19 19 9 84

(35.00) (25.42) (30.16) (23.46) (20.93) (25.85)
30-45 4 26 9 15 10 64

(20.00) (22.03) (14.29) (18.52) (23.26) (19.69)

45-60 I 10 6 12 9 38

(5.00) (8.47) (9.52) (14.8 I) (20.93) (11.69)

>60 I 2 7 18 10 38

(5.00) (1.69) (I I.I I) (22.22) (23.26) (11.69)

Total 20 118 63 81 43 325

(100.00) (100.00) (100.00) ( 100.00) (100.00) ( 100.00)

Source: Survey of ADBP Branches.
Note: Figures in parenthesesare Column percentages.

Table C-l

Distribution of Bank Branches by Size of Loans

Outstanding and Age Group: 1991

Size of Loans Outstanding Age Group in Years

(}'1illionRs.) 1-5 6-10 11-20 21-30 >31 Total

<25 18 6 5 6 2 37

(18.95) (8.82) (6.85) (13.33) (5.56) (11.67)

25-50 16 18 6 4 0 44

(16.84) (26.47) (8.22) (8.89) (0.00) (13.88)

50-100 35 19 26 9 8 97

(36.84) (27.94) (35.62) (20.00) (22.22) (30.60)

100-200 25 21 24 14 12 96

(26.32) (30.88) (32.88) (3 I.I I) (33.33) (30.28)

>200 I 4 12 12 14 43

(1.05) (5.88) (16.44) (26.67) (38.89) (13.56)

Total 95 68 73 45 36 317

(100.00) (100.00) (100.00) (100.00) (100.00) (100.00)

Source: Survey of ADBP Branches.
Note: Figures in parenthesesare Column percentages.
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Table C-2

Distribution of Bank Branches by Size of Loans
Outstanding and Age Group: 1992

Size of Loans Outstanding Age Group in Years

(Million Rs.) 1-5 6-10 11-20 21-30 >31 Total

<25 16 8 7 5 I 37

(20.25) (10.81) (8.43) (11.11) (2.56) (11.56)
25-50 II 19 7 4 I 42

(13.92) (25.68) (8.43) (8.89) (2.56) (13.13)
50-100 30 22 25 8 5 90

(37.97) (29.73) (30.12) (17.78) (12.82) (28.13)
100-200 20 21 29 19 16 105

(25.32) (28.38) (34.94) (42.22) (41.03) (32.81)

>200 2 4 15 9 16 46

(2.53) (5.41) (18.07) (20.00) (41.03) (14.38)

Total 79 74 83 45 39 320

(100.00) (100.00) ( 100.00) (100.00) (100.00) (100.00)

Source: Survey of ADBP Branches.
Note: Figures in parentheses are Column percentages.

Table C-3

Distriblltion of Bank Branches by Size of Loans
Outstanding and Age Group: 1993

Size of Loans Out Standing Age Group in Years

Uv1illionRs.) 1-5 6-10 11-20 21-30 >31 Total

<25 14 10 5 3 2 34

(24.14) (10.64) (7.94) (4.55) (4.76) (10.53)

25-50 5 24 7 7 I 44

(8.62) (25.53) (11.11) (10.61) (2.38) (13.62)

50-100 17 33 20 14 6 90

(29.31) (35.11) (31.75) (21.21) (14.29) (27.86)

100-200 20 21 19 26 17 103

(34.48) (22.34) (30.16) (39.39) (40.48) (31.89)

>200 2 6 12 16 16 52

(3.45) (6.38) (19.05) (24.24) (38.10) (16.10)

Total 58 94 63 66 42 323

(100.00) (100.00) (100.00) ( 100.00) (100.00) (100.00)

Source: Survey of ADBP Branches.
Note: Figures in parentheses are Column percentages.
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Table C-4

Distribution of Bank Branches by Size of Loans

Outstanding and Age Group: J994

Size of Loans Out Standing Age Group in Years

(Million Rs.) 1-5 6-10 11-20 21-30 >31 Total

<25 4 19 6 5 1 35

(20.00) (16.10) (9.52) (6.17) (2.33) (10.77)
25-50 3 21 9 9 2 44

(15.00) (17.80) (14.29) (lUI) (4.65) (13.54)
50-100 6 40 18 19 8 91

(30.00) (33.90) (28.57) (23.46) (18.60) (28.00)
100-200 6 29 21 ")

18 99)

(30.00) (24.58) (33.33) <30.86) (41.86) (30.46)

>200 1 9 9 23 14 56

(5.00) (7.63) (14.29) (28.40) (32.56) (17.23)
Total 20 118 63 81 43 325

(100.00) (100.00) (100.00) (100.00) (100.00) (100.00)

Source: Survey of ADBP Branches.
Note: Figures in parentheses are Column percentages.

Table D-l

Distribution of Bank Branches by Deposits and Age Group: J99J

Age Group in Years

Deposits (1) (2) (3) (4)

(Million Rs.) 1-10 11-20 21-30 >31 Total

<2 67 13 8 2 90

(41.10) (17.81) (17.78) (5.56) (28.39)
2-4 55 18 8 6 87

(33.74) (24.66) (17.78) (16.67) (27.44)

4-8 35 26 13 12 86

(21.47) (35.62) (28.89) (33.33) (27.13)

>8 6 16 16 16 54

(3.68) (21.92) (35.56) (44.44) (17.03)

Total 163 73 45 36 317

(100.00) (100.00) (100.00) (100.00) (100.00)

Source: Surveyof ADBPBranches.
Note: Figuresin parenthesesare Columnpercentages.
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Table D-2

Distribution of Bank Branches by Deposits and Age Group: 1992

Age Group in Years

Deposits (1) (2) (3) (4)

(Million Rs.) 1-10 11-20 21-30 >31 Total

<2 83 29 9 5 126

(54.25) (34.94) (20.00) (12.82) (39.38)

2-4 47 16 13 9 85

(30.72) (19.28) (28.89) (23.08) (26.56)
4-8 21 27 13 12 73

(13.73) (32.53) (28.89) (30.77) (22.81)

>8 2 11 10 13 36

(1.31) (13.25) (22.22) (33.33) (11.25)

Total 153 83 45 39 320

(100.00) (100.00) (100.00) (100.00) (100.00)
Source: Survey of ADBP Branches.

Note: Figures in parentheses are Column percentages.

Table D-3

Distribution of Bank Branches by Deposits and Age Group: 1993

Age Group in Years

Deposits (1) (2) (3) (4)

(Million Rs.) 1-10 11-20 21-30 >31 Total

<2 121 34 30 11 196

(79.61) (53.97) (45.45) (26.19 (60.68)

2-4 26 18 17 12 73

(17.11) (28.57) (25.76) (28.57) (22.60)

4-8 5 9 16 11 41

(3.29) (14.29) (24.24) (26.19) (12.69)

>8 0 2 3 8 13

(0.00) (3.17) (4.55) (19.05) (4.02)

Total 1-7 63 66 42 323)-

(100.00) (100.00) (100.00) (100.00) (100.00)

Source: Survey of ADBP Branches.
Note: Figures in parentheses are Column percentages.
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Table D-4

Distribution of Bank Branches by Deposits and Age Group: 1994

Age Group in Years

Deposits (1) (2) (3) (4)

(Million Rs.) 1-10 11-20 .21-30 >31 Total

<2 103 33 26 8 170

(74.64) (52.38) (32.10) (18.60) (52.31)
2-4 30 17 33 11 91

(21.74) (26.98) (40.74) (25.58) (28.00)
4-8 5 12 18 19 54

(3.62) (19.05) (22.22) (44. 19) (16.62)
>8 0 1 4 5 10

(0.00) (1.59) (4.94) (11.63) (3.08)
Total 138 63 81 43 325

(100.00) (100.00) (100.00) (100.00) (100.00)
Source: Survey of ADBP Bmnches.

Note: Figures in prentheses are Column percentages.

Table E-l

Distriburion of Bank Branches by Income and Age Group: 1991

Age Group in Years
Income (1) (2) (3) (4) (5)

(Million Rs.) 1-5 6-10 11-20 21-30 >31 Total

< - 15 26 16 6 7 0 55

(27.37) (23.53) (9.23) (17.95) (0.00) (17.35)
15 - 30 33 23 22 8 5 91

(34.74) (33.82) (33.85) (20.51) (18.52) (28.71)
30 - 45 18 16 17 8 11 70

(18.95) (23.53) (26.15) (20.51) (40.74) (22.08)
45 - 60 12 12 12 9 5 50

(12.63) (17.65) (18.46) (23.08) (18.52) . (15.77)
>60 6 1 8 7 6 28

(6.32) (1.47) (12.31) (17.95) (22.22) (8.83)
Total 95 68 65 39 27 317

(100.00) (100.00) (100.00) (100.00) (100.00) (100.00)

Source: Survey of ADBP Branches.

Note: Figures in parentheses are Column percentages.
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Table E-2

Source: Survey of ADBP Branches.

Nore: Figures in parentheses are Column percentages.

Table E-3

Distribution of Bank Branches by Income and Age Group. 1992

Age Group in Years
Income (1) (2) (3) (4) (5)
(Million Rs.) 1-5 6-10 11-20 2130 >31 Total
<- 15 21 23 12 8 1 65

(26.92) (31.08) (15.38 (20.51) (3.33) (20.31)
15 - 30 31 21 25 9 6 92'-

(39.74) (28.38) (32.05) (23.08) (20.00) (28.75)
30 - 45 14 17 16 5 . 13 65

(17.95) (22.97) (20.51) (12.82) (43.33) (20.31)
45 - 60 8 11 15 12 3 49

(10.26) (14.86) (19.23) (30.77) (10.00) (15.31)
>60 4 2 10 5 7 28

(5.13) (2.70) (12.82) (12.82) (23.33) (8.75)
Total 78 74 78 39 30 320

(100.00) (100.00) (100.00) (100.00) (100.00) (100.00)

Distribution of Bank Branches by Income (lnd Age Group: 1993

Age Group in Years
Income (1) (2) (3) (4) (5)
(Million Rs.) 1-5 6-10 11-20 21-30 >31 Total
<- 15 19 27 11 9 2 68

(32.76) (28.72) (17.46) (13.64) (4.76) (21.05)
15- 30 18 28 20 13 I 80

(31.03) (29.79) (31.75) (19.70) (2.38) (24.77)
30 - 45 8 26 13 10 13 70

(13.79) (27.66) (20.63) (15.15) (30.95) (21.67)
45 - 60 8 8 7 20 9 52

(13.79) (8.51) (11.11) (30.30) (21.43) (16.10)
>60 4 5 7 5 7 28

(6.90) (5.32) (11.11) (7.58) (16.67) (8.67)
Total 58 94 63 66 42 323

(100.00) (100.00) (100.00) (100.00) (100.00) (100.00)

Source: Survey of ADBP Branches.

Note: Figures in parentheses are Column percentages.
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Table E-4

Table F-I

Distribution of Bank Branches by Expenditure and Age Group: J99 J

Age Group in Years

Source: Survey of ADBP Branches.
Note: Figures in parentheses are Column percentages.

Distribution of Bank Branches by Income and Age Group: 1994

Age Group in Years
Income (1) (2) (3) (4) (5)

(Million Rs.) 1-5 6-10 11-20 21-30 >31 Total

<- 15 7 39 19 9 2 76

(36.84) (33.91) (33.33) (13.24) (5.88) (23.38)
15 - 30 1 34 11 17 6 69

(5.26) (29.57) (19.30) (25.00) (17.65) (21.23)
30 - 45 8 26 17 17 12 80

(42.11) (22.61) (29.82) (25.00) (35.29) (24.62)
45 - 60 2 12 6 17 7 44

(10.53) (10.43) (10.53) (25.00) (20.59) (13.54)
>60 1 4 4 8 7 24

(5.26) (3.48) (7.02) (11.76) (20.59) (7.38)
Total 19 115 57 68 34 325

(100.00) (100.00) (100.00) (100.00) (100.00) (100.00)
Source: Survey of ADBP Branches.

Nore: Figures in parentheses are Column percentages.

Expenditure (1) (2) (3) (4) (5)

(Million Rs.) 1-5 6-10 11-20 21-30 >31 Total

1 - 5 35 21 10 10 1 77

(36.84) (30.88) (13.70) (22.22) (2.78) (24.29)
5 - 10 38 27 28 7 8 108

(40.00) (39.71) (38.36) (15.56) (22.22) (34.07)
10 - 15 18 14 21 10 8 71

(18.95) (20.59) (28.77) (22.22) (22.22) (22.40)
>15 4 6 14 18 19 61

(4.21) (8.82) (19.18) (40.00) (52.78) (19.24)

Total 95 68 73 45 36 317

(100.00) (100.00) (l00.00) (l00.00) (l00.00) (l00.00)
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Table F-2

Distribution of Bank Branches by Expendifllre and Age Group,' 1992

Age Group in Years

Expenditure (1) (2) (3) (4) (5)

(Million Rs.) 1-5 6-10 11-20 21-30 >31 Total

1 - 5 26 28 12 10 2 78

(32.91) (37.84) (14.46) (22.22) (5.13) (24.38)
5 -10 33 23 28 6 5 95

(41.77) (31.08) (33.73) (13.33) (12.82) (29.69)
10-15 16 15 20 9 12 72

(20.25) (20.27) (24.10) (20.00) (30.77) (22.50)
>15 4 8 23 20 20 75

(5.06) (10.81) (27.71) (44.44) (51.28) (23.44)
Total 79 74 83 45 39 320

(100.00) (100.00) (100.00) (100.00) (100.00) (100.00)
Source:Surveyof ADBP Branches.

Note: Figuresin parenthesesare Columnpercentages.

Table F-3

Distribution of Bank Branches by Expe/ldifllre and Age Group: 1993

Age Group in Years

Expenditure (I) (2) (3) (4) (5)

(Million Rs.) 1-5 6-10 11-20 21-30 >31 Total

1 - 5 19 28 10 12 2 71

(32.76) (29.79) (15.87) (18.18) (4.76) (21.98)

5 -10 14 35 20 10 4 83

(24.14) (37.23) (31.75) (15.15) (9.52) (25.70)

10-15 16 21 14 15 12 78

(27.59) (22.34) (22.22) (22.73) (28.57). (24.15)

>15 9 10 19 29 24 91

(15.52) (10.64) (30.16) (43.94) (57.14) (28.17)

Total 58 94 63 66 42 323

(100.00) (100.00) (100.00) (100.00) (100.00) (100.00)

Source:Surveyof ADBPBranches.
Note:Figuresin parenthesesare Columnpercentages.



/v

Table F-4

Distribution of Bank Branches by Expenditure and Age Group: 1994

. Age Group in Years

Expenditure (1) (2) (3) (4) (5)

(Million Rs.) 1-5 6-10 11-20 21-30 >31 Total

1-5 4 34 10 I 1 1 60

(20.00) (28.81) (15.87) (13.58) (2.33) (18.46)
5 - 10 6 . 39 22 15 5 87

(30.00) (33.05) (34.92) (18.52) (11.63) (26.77)
10 - 15 9 26 15 19 I 1 80

(45.00) (22.03) (23.81) (23.46) (25.58) (24.62)
>15 1 19 16 36 26 98

(5.00) (16.10) (25.40) (44.44) (60.47) (30.15)
Total 20 118 63 81 43 3'r-J

(100.00) (100.00) (100.00) (100.00) (100.00) (100.00)

Source:Surveyof ADBPBranches.
Note:Figuresin parenthesesare Columnpercentages.

Table G-l

Distribwion of Bank Branches by Profits and Age Group: 1991

Age Group in Years

Profits (1) (2) (3) (4) (5)

(Million Rs.) 1-5 6-10 11-20 21-30 >31 Total

<2 28 20 15 II 6 80

(42.42) (43.48) (26.32) (33.33) (23.08) (35.09)
2-4 12 9 10 4 3 38

(18.18) (19.57) (17.54) (12.12) (11.54) (16.67)
4-6 8 10 5 4 2 29

(12.12) (21.74) (8.77) (12.12) (7.69) (12.72)

6.0- 10 8 5 15 5 5 38

(12.12) (10.87) (26.32) (15.15) (19.23) (16.67)
>10 10 2 12 9 10 43

(15.15) (4.35) (21.05) (27.27) (38.46) (18.86)
Total 66 46 57 33 26 228

(100.00) (100.00) (100.00) (100.00) (100.00) (100.00)
Source:Surveyof ADBPBranches.

Note: Figuresin parenthesesare Columnpercentages.



Distriblltion of Bank Branches by Profits and Age Group: 1992

Age Group in Years

(1) (2) (3) (4) (5)
1-5 6-10 11-20 21-30 >31

16 20 15 11 4

(41.03) (51.28) (31.91) (40.74) -(19.05)
10 5 9 4 2

(25.64) (12.82) (19.15) (14.81) (9.52)
49710

(10.26) (23.08) (14.89) (3.70)' (0.00)
2 4 946

(5.13) (10.26) (19.15) (14.81) (28.57)
7 1. 7 7 9

(17.95) (2.56) (14.89) (25.93) (42.86)
39 39 47 27 . 21

(100.00) (100.00) (100.00) (100.00) (100.00)

Profits

(Million Rs.)
<2

2-4

4-6

6-10

>10

Total

Table G-2

I I

Total

66

(38.15)
30

(17.34)
21

(12.14)
25

(14.45)
31

(17.92)
173

(100.00)

SOZlrce:Survey of ADBP Branches-

Note: Figures in parentheses are Column percentages.

Table G-3

Distriblltion of Bank Branches by Profits and Age Group: 1993

Age Group in Years
Profits (1) (2) . (3) (4) (5)

(Million Rs.) 1-5 6-10 11-20 21-30 >31 Total

<2 4 27 12 13 2 58

(21.05) (56.25) (36.36) (31.71) (8.00) (34.94)
2-4 4 7 6 7 4 28

(21.05) (14.58) (18.18) (17.07) (16.00) (16.87)
4-6 3 5 7 4 6 25

(15.79) (10.42) (21.21) (9.76) (24.00) (15.06)
6 - 10 1 5 3 7 4 20

(5.26) (10.42) (9.09) (17.07) (16.00) (12.05)
>10 7 -4 5 10 9 35

(36.84) (8.33) (15.15) (24.39) (36.00) (21.08)

Total 19 48 33 41 25 166

(100.00) (100.00) (100.00) (100.00) (100.00) (1 OOOO)

Source: Survey of ADSP Branches.

Sote: Figures in parentheses are Column percentages.



Table G-4

Table AA-l

Distribution of Bank Branches by Size of Loans
Disbursed and by Deposits: 1991

Size of Deposits (Million Rs.)
(1) (2) (3) (4)
0-2 2-4 4-8 >8
45 25 18 3

(50.00) (28.74) (20.93) (5.56)
29 38 22 7

(32.22) (43.68) (25.58) (12.96)
12 19 34 13

(13.33) (21.84) (39.53) (24.07)
3 3 10 18

(3.33) (3.45) (11.63) (33.33)
1 2 2 13 .

(1.11) (2.30) (2.33) (24.07)
90 87 86 54

(100.00) (100.00) (100.00) (100.00)

Source: Survey of ADB? Branches.
Note: Figures in parentheses are.Columnpercentages.

Size of Loans Disbursed

(Million Rs.)
<- 10

Total
91

(28.71)
96

(30.28)
78

(24.61 )
34

(10.73)
18

(5.68)
317

(100.00)

10 - 20

20 - 40

40 - 80

>80

Total

Distribution of Bank Branches by Profits and Age Group: 1994

Age Group in Years

Profits (1) (2) (3) (4) (5)

(Million Rs.) 1-5 6-10 11-20 21-30 >31 Total

<2 4 20 7 10 4 45

(40.00) . (40.00) (23.33) (21.28) (19.05) (28.48)
2-4 1 11 7 6 2 27

(10.00) (22.00) (23.33) (12.77) (9.52) (17.09)
4-6 2 3 3 8 0 16

(20.00) (6.00) (10.00) (17.02) (0.00) (10.13)
6 - 10 1 7 5 7 5 25

(10.00) (14.00) (16.67) (14.89) (23.81) (15.82)
>10 2 9 8 16 10 45

(20.00) (18.00) (26.67) (34.04) (47..62) (28.48)
Total 10 50 30 47 21 158

(100.00) (100.00) (100.00) (100.00) (100.00) (100.00)

Source:Surveyof ADB?Branches.
Note: Figures in parentheses are Columnpercentages.



Table AA-2

10 - 20

Distribution of Bank Branches by Size of Loans Disbursed

and by Deposits: 1992

Size of Deposits (Million Rs.)

(1) (2) (3) (4)
0-2 2-4 4-8 >8

74 38 21 1

(58.73) (44.71) (28.77) (2.78)
36 21 18 6

(28.57) (24.71) (24.66) (16.67)
II 22 21 7

(8.73) (25.88) (28.77). (19.44)
4 4 9 11

(3.17) (4.71) (12.33) (30.56)
1 0 4 11

(0.79) (0.00) (5.48) (30.56)
126 85 73 36

(100.00) (100.00) (100.00) (100.00)

Size of Loans Disbursed

(Million Rs.)
<- 10

20 - 40

40 - 80

>80

Total

I:J

Total

134

(41.88)
81

(25.31)
61

(19.06)
28

(8.75)
16

(5.00)
320

(100.00)

Source: Survey of ADBP Branches.

Note: Figures in parentheses are Column percentages.

Table AA-3

10 - 20

Distribution of Bank Branches by Size of Loans Disbursed
and by Deposits: 1993

Size of Deposits (Million Rs.)
(1) (2) (3) (4)

. 0...:.2 2-4 4~8 >8

96 18 1 1

(48.98) (24.66) (2.44) (7.69)
52 18 5 1

(26.53) (24.66) (12.20) (7.69)
38 18 14 1

(19.39) (24.66) (34.15) (7.69)
9 15 11 4

. (4.59) (20.55) (26.83) (30.77)
1 4 10 6

(0.51) (5.48) (24.39) (46.15)
196 73 41 13

(100.00) (100.00) (100.00) (100.00)

Size of Loans Disbursed

(Million Rs.)
<- 10

20 - 40

40 - 80

>80

Total

Total

116

(35.91)
76

(23.53)
71

(21.98)
39

( 12.07)
21

(6.50)
323

(100.00)

Source: Survey of ADBP Branches.
Note: Figures in parentheses are Column percentages.



Distribution of Bank Branches by Size of Loans Disbursed
and by Deposits: 1994

Size of Deposits (Million Rs.)
(1) (2) (3) (4)
0-2 2-4 4-8 >8
89 11 3 1

(52.35) (12.09) (5.56) (10.00)
42 22 5 I

(24.71) (24.18) (9.26) (10.00)
32 38 . 14 I

(18.82) (41.76) (25.93). (10.00)
7 '16 18 3

(4.12) (17.58) (33.33) (30.00)
0 4 14 4

(0.00) (4.40) (25.93) (40.00)
170 91 54 10

(100.00) (100.00) (100.00) (100.00)

Size of Loans Disbursed
(Million Rs.)
<-: 10

I0 - 20

20 - 40

40 - 80

>80

Total

Table AA-4

Total
104

(32.00)
70

(21.54)
85

(26.15)
44

(13.54)
22

(6.77)
325

( JOO.OO)

Source: Survey of ADBP Branches.
Note: Figures in parentheses are Column percentages.

Distribution of Bank Branches by Size of Loans Disbursed

and by Loan Recovered: 1991

Size of Loans Recovered (Mil1ion Rs.)

(1) (2) (3) (4) (5)
0-15 15-30 30-45 45-60 >60 Total

74 16 1 . 0 0 91

(54.81) (15.84) (2.78) (0.00) (0.00) (28.71)
47 45 3 1 0 96

(34.81) (44.55) (8.33) (4.35) (0.00) (30.28)
12 36 22 7 1 78

(8.89) (35.64) (61.11) (30.43) (4.55) (24.61)
1 3 10 14 6 34

(0.74) (2.97) (27.78) (60.87) (27.27) (10.73)
1 1 0 1 IS 18

(0.74) (0.99) (0.00) (4.35) (68.18) (5.68)
135 101 36 23 22 317

(100.00) (100.00) (100.00) (100.00) (JOO.OO)(100.00)

Size of Loans Disbursed

(l\'fillionRs.)
<- 10

10 - 20

20 - 40

40 - 80

>80

Total

Table AA-5

Source: Survey of ADBP Branches.
Note: Figures in parentheses are Column percentages.



Distribution of Bank Branches by Size of Loans Disbursed

and by Loan Recovered: 1992

Size of Loans Recovered (Minion Rs.)

(1) (2) (3) (4) (5)
0-15 15-30 30-45 45-60 >60 Total

104 29 I 0 0 134

(85.25) (29.59) (2.33) (0.00) (0.00) (41.88)
16 51 7. 5 2 81

(13.11) (52.04) (16.28) (25.00) (5.41) (25.31)
2 15 30 9 5 61

(1.64) (15.31) (69.77) (45.00) (13.51) (19.06)
0 1 5 6 16 28

(0.00) (1.02) (11.63) (30.00) (43.2'+) (8.75)
0 2 0 0 14 16

(0.00) (2.04) (0.00) (0.00) (37.84) (5.00)
122 98 43 20 37 320

(100.00) (100.00) (100.00) (100.00) (100.00) (100.00)

Size of Loans Disbursed

(Million Rs.)
<- 10

10 - 20

20 - 40

40 - 80

>80

Total

IJ

Table AA-6

Source: Survey of ADBP Branches.
Note: Figures in parentheses are Column percentages.

Distribution of Bank Branches by Size of Loans Disbursed

and by Loan Recovered: 1993

Size of Loans Recovered (Million Rs.)

(1) (2) (3) (4) (5)

0-15 15-30 30-45 45-60 >60 Total

95 19 2 0 0 116

(70.90) (20.65) (5.56) (0.00) (0.00) (35.91)
31 38 5 2 0 76

(23.13) (41.30) (13.89) (6.90) (0.00) (23.53)
. 7 3 1 24 8 1 7I

(5.22) (33.70) (66.67) (27.59) (3.13) (21.98)
1 3 5 15 15 39

(0.75) (3.26). (13.89) (51.72). (46.88) (12.07)
0 1 0 4 16 21

(0.00) (1.09) (0.00) (13.79) (50.00) (6.50)
134 92 36 29 32 323

(100.00) (100.00) (100.00) (100.00) (100.00) (100.00)

Size of Loans Disbursed

(Million Rs.)
<-10

10-20

20-40

40-80

>80

Total

Table AA-7

Source: Survey of ADBP Branches.
Note: Figures in parentheses are Column percentages.
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Table AA-8

10-20

Distribution of Bank Branches by Size of Loans Disbursed

and by Loan Recovered: 1994

Size of Loans Recovered (Million Rs.)

(1) (2) (3) (4) (5)
0-15 15-30 30-45 45-60 >60 Total

80 23 I 0 0 104

(79.21) (27.38) (1.56) (0.00) (0.00) (32.00)
21 35 14 0 0 70

(20.79) (41.67) (21.88) (0.00) (0.00) (21.54)
0 25 41 13 6 85

(0.00) (29.76) (64.06) (34.21) (15.79) (26.15)
0 I 7 21 15 44

(0.00) (1.19) (10.94) (55.26) (39.47) (13.54)
0 0 I 4 17 22

(0.00) (0.00) (1.56) (10.53) (44.74) (6.77)
101 84 64 38 38 325

(100.00) (100.00) (100.00) (100.09) (100.00) (100.00)

Size of Loans Disbursed

(Million Rs.)
<-10

20-40

40-80

>80

Total

Source: Survey of ADBP Branches.

Note: Figures in parentheses are Column percentages.
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