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CHAPTER 1

INTRODUCTION

1.1. Introduction

Agriculture plays an important role in the Indianosomy. It contributes 27
percent of the total GDP, provides employment tqp6Eent of the total workforce and
contributes to 21 percent of total exports (Plagr@ommission, 1999: 434). Agriculture
supplies the bulk of wage goods required by the-agmicultural sector and raw materials

for a large section of the industry in India

Agricultural sector is characterized by numerousalleinges in terms of
unpredictable weather/rainfall conditions, errgimwver supply, substandard seeds, non-
availability of the required quality and quantity fertilizers/pesticides amongst others.
The farmers also lack knowledge on the adequatkcappn of fertilizers/pesticides and
ignorant of the best farming practices. Most of themers are in need of adequate and
timely credit to carry out various agricultural iaittes. Post harvest facilities like good
storage godowns are lacking. Improper and inadeqtransportation facilities lead to
market inaccessibility. All these factors affece thgricultural productivity and thus the

farmers’ income.

The Indian government has initiated various posicend practices to help the
farming and rural communities. It has establishgdcal departments and research
institutes to look after the agricultural sectdrhés also developed irrigation facilities,
agricultural marketing, rural godowns, cold storagé&. to support agriculture. With
respect to rural financial institutions, the maltjency approach was adopted to meet the
credit requirements of the rural areas. Variouggbe and non-governmental organizations

too play a vital role to help the rural populations

Despite these commendable efforts, gaps still exisextending appropriate
agricultural services and extensive work needsetcérried out to achieve progressive
agricultural development. Information and Commutiara Technologies (ICT) based on
their contribution in urban areas exhibit the ptitdnto enable these organisations to

provide improved services in rural areas. It netmde examined how they can be



appropriately implemented and leveraged for rucanectivity and delivery of improved

services to facilitate the development of ruralydapon.

With this in view, in this chapter the significano& agricultural development,
credit in agriculture and of ICT in agriculturaledit is brought out through a literature
survey. This enables us to elicit the significanEg@roposed research in terms of credit
gap, problems in agricultural credit and role off Ith banks leading us to the research
issues, objectives and hypotheses. This is followgda discussion of the proposed

research methodology for the study and its scoddianitations.

1.2. Review of Literature

Literature survey was carried out reviewing andyasiag related articles collected
from various sources like books, journals and etedt journals from libraries (A — 1.1:
‘A’ refers to Appendix) in Hyderabad, New Delhi amBhngalore. There exists quite
extensive literature on rural credit in India, haee there is relatively less literature on
the ICT aspect and its role in agricultural crexhiti development. The survey attempted
here is more of illustrative nature than exhaustre is intended to highlight the
important aspects. Since, this is an interdiscguiinstudy involving agriculture, banking
and ICT, the literature review too, is broadly slfied into three broad sections, a)
Significance of Agricultural Development b) Sigo#dince of Credit to Agriculture, and c)

Significance of ICT in Agricultural Credit, as foils.

1.2.1. Significance of Agricultural Development

The significance of agricultural development is lvedaborated by Misra and Puri
(2004), who state that a) agriculture still conitds more than one-fourth of the GDP,
b) Agriculture is largest employment providing sectMillions of farmers, agricultural
workers and others engaged in backward and fordiaketd sectors, c) Agriculture
provides raw materials to the cotton textiles, jstegar and vanaspati industries which are
of basic importance to the national economy. Itvites the essential consumption
commodities to the workers engaged in industri¢sal$o provides market for the
industrial products, d) Agricultural based expatsotton textiles, jute, tea, horticulture,
floriculture and agro-products, do contribute sahstl export earnings of the country,
and e) Per capita income being low in India, lapget of income is spent on fulfilling
basic consumption needs. It is observed that rm@ian population spends about 64

percent and the urban Indian population spendstei®percent of the total expenditure



on food. Agriculture meets these demands, thusigiray food security and self-reliance.
f) Agriculture with appropriate policies and progmaes can contribute to the preservation

of bio-diversity, forests, water, soil and othetunal resources.

The study by Thamarajakg[@000: 3237 — 3240), explains that the performanice
the economy is crucially dependent on that of tyecalture, which supplies major goods
(food) and raw materials for the economy. Agricrdtaontributes to foreign exchange by
way of exports and provides a market for non-adfical products and services. On the
significant role of agriculture, the study reitemtthat 70 percent of the population is
involved in agriculture, engages 60 percent of worke although its contribution to GDP
has declined from 31.6 percent in 1987-88 to 2@&&ent in 1998-99, and contributes
around 20 percent of exports.

While analysing the aspects on agricultural cootidn to Indian economy,
Ranganathan (2003), also illustrates that agriceilaccounted for 38 percent of GDP in
1980 and is at a significant 27 percent, accourfiin@?2 percent of employment even in
1998. The Ninth Plan (Planning Commission, 1998p adtates that agricultural growth
reduces poverty much faster than growth in othetose due to its employment effect and

maintaining the prices of basic food products narkess stable.

Kumar (1992) states that the impact of performamder good or bad, is not
confined to agricultural sector alone but is feltail the sectors of the economy. Further,
for good performance massive investment is neededriculture. The study analyses that
faster growth in GDP could be achieved by shiftiignvestment from agriculture to non-
agriculture but highlights that there would be wrewrowth across sectors. If such
investment continues then large scale cereal irapody become necessary that would
result in substantial price increases which wouldurn affect the food grain production

and the poor.

The importance of agriculture and its development Ihdian population and
economy is quite well highlighted in all the 5 -ayglans of Government of India. The 5
— year plans in this chapter are appropriatelydeiti among the three sections of the
literature mentioned above, and reviewed in contéxdach of this section. It may be also
noted that all the plans would be reviewed on th®igcal, policy and agricultural

development programme implementation aspects inéRechapter.



The First Five Year Plan (Planning Commission, 3962 plan period from 1951
to 1956, states that though there is large pomuatngaged in agriculture, the country is
not self-sufficient in food and raw materials fodustry. It is characterized by unbalanced
occupational structure with about 68 percent of kivay population engaged in
agriculture, about 14 percent in industry, 8 percentrade and transport and the
remaining 10 percent in professions and servidegivés topmost priority to agriculture,
including irrigation and power reasoning that ituMb be impossible to sustain a higher
tempo of industrial development without a substdriticrease in the production of food

and of raw materials for industry.

Second Five Year Plan (Planning Commission, 19%&)ptan period from 1956 to
1961, although gave top priority to industry, itgmasises that production of food and raw
materials will be required now and in future totaursthe demand for them with the rapid

industrialisation and increase in income.

Third Five Year Plan (Planning Commission, 196 pan period 1961 to 1966,
states that the rate of growth in agricultural piicbn is one of the main limiting factors
in the progress of the Indian economy. It furthtates that efforts will be made to
strengthen agricultural administration in the stasad stress is being placed on the closest
possible coordination between different agenciestally, those concerned with

agriculture, cooperatives, community developmeutiamgation.

As mentioned, each of the Five year plans woulddiseussed at appropriate
sections ahead, however, it would be apt to highlignd analyse the agricultural

development outlays during each of the plans mdhition (Table 1.1).

Table 1.1: Development Outlays under each Five Year Plans

(Actuals) (Rs. Crores)
First |Second |Third |Annual |Fourth|Fifth |Sixth Seventh |Eighth |Ninth
Plan |Plan Plan |Plans Plan |Plan |Plan Plan Plan Plan Tenth Plan
Sl. |Heads of (1951-((1956- |(1961-|(1966- |(1969- [(1974- |(1980- [(1985- |(1992- |(1997- |(2002-
no. |Development |56) 61) 66) 69) 74) 79) 85) 90) 97)* 2002) 2007)*
Agriculture
and allied
1|sectors 290 549| 1089 1107| 2320| 4865| 15201| 12793| 22467 37239 58,933
2|Total 1960 4672| 8577 6625(15779|39426| 109292| 218730| 434100| 941041| 1525639
lasa
percentage
3|of 2 14.80| 11.75/12.70| 16.71| 14.70| 12.34| 13.91 5.85 5.18 3.96 3.86
* Outlay

Source: Misra S.K. & Puri V.K. (2004): Indian Economy - Its Development Experience, Himalaya Publishing
House, Mumbai.



It is observed that there has been increase ina@awvent outlay in absolute terms
for Agriculture and allied sectors from an actugbenditure of Rs.290 crores in the First
Five year plan to an outlay of Rs.58,933 crorethenTenth Five year plan. However, it is
a matter of concern that the percentage shareedfothl budget, received by Agriculture
and allied sectors has been fluctuating and showidgcreasing trend from 14.8 percent
in First plan to 3.86 percent in Tenth Plan. Overitilcan be observed that agriculture is

regarded one of the most important sector for ridéah economy.

Thus, the above brief discussion clearly brings thé role, significance of
agriculture in the Indian economy and the effoesried out for agricultural development
in India. Among the many inputs that the farmerplays in agriculture, credit forms a
crucial input to carry out good agricultural adyvivhich is discussed in the following

section.

1.2.2. Significance of Credit in Agriculture

Credit is one of the most essential inputs in adfical activities. It provides for
two major needs of agriculturists. They are a) pohidn needs, and b) consumption
needs. The production needs can again be broadiysiied as the fixed capital
requirements and working capital requirements. fiked capital requirements are for
investments on land, agricultural implements, deafimals, storage godowns etc. while
the working capital requirements are for investraesrt production inputs like the seeds,
fertilisers, pesticides, labour, transport, etcedilr for consumption needs is to meet the
daily expenditures to sustain livelihood, for sbaietivities, among others. Agriculturists’
meagre income is insufficient to meet all the abexpenditures and hence is highly
dependent on credit to meet these expenses, so soutttat, in many cases it forms the

initiating point for all agricultural activities.

Credit for agriculture in India is provided both loyganized and unorganized
agencies. The organised agencies consist of caomeracommercial banks, RRBs and
Government. The unorganised agencies consist déeggional money-lenders, traders,
relatives and friends, landlords and others (Naaas& Venkatasulu, 1999).

The All India Rural Credit Survey Committee (RBB54) laid the foundation of
the institutional framework for establishing a sbaredit delivery system for financing
agriculture and allied activities. It felt thatratilating the flow of credit through suitable

institutional framework for agricultural processirapd marketing would enable the



agricultural borrower to secure fair price for pi@duce without which prompt repayment
of production loan would not be possible. Overalinade significant policy intervention

and suggestions in the area of rural credit.

The All India Rural Credit Review Committee (RBB@9) pointed out that despite
the support extended, cooperatives had begun tbieskveral weakness in the form of
overdues and organizational ineffectiveness. Aiad, tthey were not fully geared to meet
the growing needs of the agricultural sector enmgrgis a result of the application of
modern technology and innovations related to prdog processing and marketing. It
therefore recommended a significantly enlarged fmle€ommercial banks, which resulted
in nationalization of major commercial banks in 996 his followed the setting of
Regional Rural Banks (RRBs) conceived as low-aostitutions for rural credit in 1975,
which were expected to combine the local feel amdilfarity of the rural problem with
the professionalism of commercial banks. This fastnal arrangement for providing

credit in the rural areas is often described asithki-agency approach.

Fourth Five Year Plan (Planning Commission, 19%@)glan period from 1969 to
1974, states that the growth of agricultural sectolargely dependent on intensive
agriculture which involves a substantial increaseriedit, inputs and services. Further, it
states, following social control, the volume of iagttural finance outstanding from
commercial banks increased from Rs. 5 crores duri@é$-67 to Rs. 53 crores in 1968-69.
It identifies Agricultural Refinance Corporationaged in 1963 as one of the most
significant institutions in the sphere of agricuétucredit. The Lead Bankscheme was
also introduced in 1969, on recommendation of Qastyidy Group and FKF Nariman

Committee of Bankers.

Fifth Five Year Plan (Planning Commission, 197% fian period from 1974 to
1979, reiterates that it's objectives of removapo¥erty and self-reliance can be achieved
by accelerated pace of agricultural productiontipalarly foodgrains, exploitation and
optimal use of available energy resources and ptamtuand distribution of critical raw

material and wage goods.

! It is the duty of the Lead bank to survey the neses and potential for banking development inattiepted
districts andoffer advice to small borrowers — farmers partidyland assist the other primary lending
agencies and maintain liaison with government amasggovernmental agencies. The lead bank will also
assume a major role in the development of bankirtgat district though it will not have a monopatythe
banking business in that district.



Sixth Five Year Plan (Planning Commission, 198%) ptan period from 1980 to
1985 states that it has been decided to increasprdportion of advances to the priority
sectors, comprising agriculture, small scale ingustetail trade and small business,
professional and self-employed persons etc. frorfi/33ercent to total bank advances in
1979-80 to 40 percent by 1985. Further, out oftthal advances to the priority sector at

least 40 percent will be extended to the agricaltsector.

The plan stresses that the credit delivery systeingoth cooperative and
commercial banks will require considerable toning, simplification of procedures,
systematic identification of the most needy amamg target group and preparation of
appropriate investment projects for them. It alsggests the need for reorientation from
security-based lending to project-based lendingrfgroving the delivery system. One of
its objectives is to bring about greater coordmatbetween different credit institutions
under the multi-agency system and improve the mgouf institutional loans to ensure

continuous re-cycling of credit.

Sivaraman Committee to Review Arrangements for itiginal Credit for
Agriculture and Rural Development — CRAFICARD (RRBB81) is the third in the series
of the studies, RBI undertook in the field of agtiaral credit. It states that there has been
increased flow of credit, due to the recommendatiof the previous committees but
certain problems emerged related to the multi-agepproach. It suggested that proper
identification of the beneficiaries, activity-wissnd area-wise was necessary and then
provide customised loans according to the needbeokpecific areas and specific target

groups. It also recommended an integrated apprioaciral development.

The Khusro Agricultural Credit Review Committee (RB989 a) was the fourth
committee in the area of agricultural credit setbypRBI, which submitted its report in
August 1989. This committee recommended the mergihdrRRBs into the sponsor
commercial banks in view of their intrinsic weaksemd built-in non-viability. It also
recommended the continuation of directed lending dgriculture but suggested that
concessional interest rates should be applied tongmall and marginal farmers and that
the rates applicable to loans for other farmerstepped up within the ceiling of 15.5

percent rate of interest.

The pattern of the effect of availability of thepg& of credit on agricultural

production over certain period of years can be sgefable 1.2. It is observed that in



1950-51 the institutional credit was negligibleZ3lcrores as against the exploitative non-
institutional credit which was 307.69 crores. Tlggi@ultural production was also very

less to the extent of 50.82 million tonnes during $ame period.

Table 1.2 Institutional and non-Institutional sources of Agricultural Credit and
Agricultural Production

Credit sources and Agricultural production 1950-51° | 1960-61 | 1994-95
1 | Institutional Credit (crores) 24.23° 214.35° | 18773.1°
2 | Non-Institutional Credit (crores) © 307.69 913.81 6595.95
3 | Agricultural Production (million tonnes)d 50.82 82.02 191.5
Source:

& Table 3.9: http://planningcommission.nic.in/data/dataf.htm
® Table 52: Handbook of Statistics on The Indian Economy, Reserve Bank of India, 2003-2004

¢ Derived from Mathur B.L., (2001), "Institutional Agricultural Finance - Some Issues Analysed",
Agricultural Situation in India, Publication Division, Directorate of Economics and Statistics, Dept. of
Agriculture & Cooperation, Ministry of Agriculture, Govt. of India, September, pp.271-277.

4 Table 4.5 (a): Agricultural Statistics at a Glance, Government of India, August 2004.

However, after the various policy level and grouedel initiatives discussed
earlier, there was increased role of institutiomgéncies to provide agricultural credit to
the farmers. This is evident from the amount ofiinsonal credit to the tune of Rs.18,773
crores in 1994-95, with agricultural production idgrthe same period touching to 191.5
million tonnes. Thus, institutional agriculturaleciit available at low interest rate is one
important input among others for increased agtiecalt production. It is however, also
observed that though the absolute value of noititisinal credit has increased, its
percentage of the total credit has decreased fe&tent in 1994-95 from 92.7 percent in
1950-51.

It would be apt to conclude this section quoting tNinth Pan (Planning
Commission, 1999; 293), which states that “...thdasnability of a high GDP growth of
8 percent or so in the next decade is contingeah w@ggriculture posting a growth of 4
percent, in sharp contrast to a growth rate of dhlpercent recorded in the Ninth
Plan...such acceleration in agricultural growth neledse supported by large flow of rural
credit”.

Thus, having an overview of the significance of darefor agricultural
development, we examine the significance of ICTAgricultural credit in the following

section.



1.2.3. Significance of Information and Communication Technology in Agricultural
Credit

Few major benefits envisaged by management of iQTrial banks are;

1. Speedy and more accurate storage and retrievaanbgement information. Enhanced
transparency, accountability and reliability of &m-making and hence more
satisfying customer relations.

2. Improved management and more effective control dkercredit advancement and
recovery operations.

3. Increased responsiveness, effectiveness and efficiby enhanced communication
and coordination among interbank and intrabank mersa employees and customers.

4. Enhanced control over legitimate utilisation ofdite

In that direction, The Eight Five Year Plan (PlalgpiCommission, 1992) the plan
period from 1992 to 1997, highlights that the dateband the exchange of information
improve operations and management. The plan sth&sdevelopment of MIS would
avoid multiple reports, reduce paper work, fadiéitaonsistency checks and availability of
online data. It will minimize delays as well as bleaprocessing and faster analyses of

data.

Ninth Five Year Plan (Planning Commission, 1999 filan period of 1997 to
2002, identifies the reason for high NPAs as tle& t free flow of information within the
financial system regarding the credit worthinesbafrowers and solvency of institutions.
It therefore, recommends institutionalising such iaformation system or sharing
information and developing early warning systemsetduce the occurrences of NPAs. In
its strategy for the Ninth Plan, among othersriésges the need to generate reliable data
and statistics right from the grassroots level andlyse and disseminate this reliable data
to the policy makers, planners and managers forawipg the quality of planning and
decision-making. On improving the monitoring and ewnsure timely feedback of the
monitored information, the plan states computeriséarmation network is required and
for retrieval of information a databank be creafealmake India a global IT superpower a
National Task Force on IT Software Developmentdias been set up. The ICAR with its
network of Institutes, Bureaus, National Researehtfes, Project Directorate and through
State Agricultural Universities among others, amrking out detail design of network for

National Agricultural Information System.



Choudhary (1998) analyses that the fund-rising distursing activities and the
basic functions of bank have implication on cost gmofitability. These are in turn
primarily influenced by the staff, organisationaktimods, control and audit. To enable
these functions to be carried out in an integratediner, there is need for a MIS — a two
way flow of information between the Head Office arBranch Management,
accountability and control occurring in a contingdashion as the operation take place.
New systems are designed, organization structures raporting relationships are
reviewed and revised, and technological advancesnare made use of, in providing

branches with the state-of-the-art equipment ireotd lighten their burden.

The Narasimham Report of the Committee on the Fiaftsystem (RBI, 1991)
had initiated financial system reforms. The recomdations were given to develop an
integrated, diversified, autonomous, transparewaricial system. The reforms are in wake
of liberalization, deregulation, marketisation, vatisation and globalization. Among
others, the Committee recommended that the balaheets of all financial institutions
should be made transparent and full disclosures emiad the balance sheets as
recommended by the International Accounting Stadgl@@ommittee. For early warning
system, the off-site back up which was lacking eooant of out-of-date information
system was felt necessary as much as ex-post magito Information system is also
expected to be streamlined so that off-site amslysin be made to support on-site

monitoring.

The Narasimham Report of the Committee on BankimjofRns (RBI, 1998)
observes that bank automation needs to be coupldd process re-engineering and
expedited. It states that banks should bring eutsed operational manuals and update
them regularly, keeping in the view the emergingdsand ensure adherence to the
instructions, so that these operations are conduatéhe best interest of the banks and
with a view to promoting good customer service. Séhehould form the basic documents

of internal control systems.

The Vyas Report of the Expert Committee on Rura&dir(NABARD, 2001) was
set to review the rural credit system and make meeendation for strengthening it to
meet the existing and emerging challenges. It dtiat lot could be achieved by RFIs by
putting their house in order. It further statestttif®e present reporting system is not
standardised, characterised with lot of delay amfiormation gaps, which prevents timely

review and remedial actions. It recommends that RBbuld make Service Area
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Monitoring Information System (SAMIS) returns staity for all banks for timely review
of credit disbursement and any default in submmsdie viewed as violation of RBI
instructions liable to penalty. It suggests tha tkporting system be standardised and
simplified to reduce workload at branch levels. Téport states that in wake of economic
and financial reforms the RFIs have to reduce theshction cost and administrative
overheads to survive. For better and alternativgca&s of income generation, the plan
states that facilities for using IT at the level@&fam Panchayats or nodal villages need to
be provided and that PACs should network with otbecieties and institutions of the
region. The plan states to meet the requiremenstadf by contracting out some labour
intensive jobs (consolidation of branch returnspreamendation of inter-branch accounts

etc.) and by computerisation.

On aspects of streamlining systems, the reportmetends that manuals on
conduct of business and maintenance of accountstoeae developed wherever they are
presently absent in cooperatives and RRBs. It siggbat MIS also to be part of the
manual and include aspects like delegation, acatility and professionalism. The wide
diversity in books of account, systems and procesietc. between different cooperatives
in the same state are the bottlenecks for such emmgation. Hence, such systems would
bring uniformity and ease state-wide computerisatiof operation and MIS for
cooperative. The back office and front office congpisation of commercial banks is also
necessary. It further says that MIS apart from getivey prompt and flow-free-control
documents, such computerisation would relieve brastaff of the drudgery and save

adequate time and energy for closer and frequéariaiction with borrowers.

The Rangarajan Report of the Committee on Mechaoisén Banking Industry,
(RBI, 1984) is the first blue print for computetism/mechanisation in banking industry.
It estimates that by the end of seventies, the ingnkdustry had more than ten million
customers with an estimated 3 million transactiand one million inter-branch transfers
per day. Complex information systems for house-keppudit and control by the internal
management of banks were the result of their gro&#tondly, micro-level information
was required for policy formulation and control e RBI, government and others. The
inputs for these information systems were in bardnbhes. It was getting cumbersome
and creation of volume of out-dated and processea, @nd scarcity of vital current data

needed for the fine tuning of policy measures.
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A number of Working Groups and Committees earle@mommended introduction
of mechanisation/computerisation as an aid to ggioer of information systems. Due to
the magnitude and complexity of the tasks befoeebdinking systems, mechanisation was
considered as inevitable for improving customevwises, improving house-keeping and
control over branch operations and generating #pepblicy-oriented information.
Mechanisation/computerisation need to be alignatiédoanking practices and procedures
and formatting of books of accounts. Issues of sigcand secrecy need to be studied. The
constraints could be in terms of availability aitred manpower, lack of network of bank
branches etc. Other major issue hampering the gsook computerisation was the stiff

opposition by All India Banks Employees Association

At the regional and HO levels, the purpose of maidaion would be to store,
analyse and retrieve the data received from brandteas to generate speedy information
for strengthening internal controls over branches #or policy formulation. At the
branches, the main objectives of mechanisation totmlbe improvement in customer
service, quality of housekeeping in customer serand generation of data to meet the
requirements of control and information systemse Tranch level mechanisation is
needed for expeditious posting and balancing ofkboof accounts and improving
customer services. It provides two models on hownexhanise the branch and states
either of the two models will considerably improsestomer satisfaction. It states that
apart from the functions to be mechanised and tfpequipment needed, attention also
need to be give to the problems associated withrémesition from the old systems to the

modern mechanised systems.

The Rangarajan Report of the Committee on Commatéon in Banks, (RBI,
1989 b) reiterated that the massive expansion aratsification of banking system had
led to deteriorating customer service, neglectaafsekeeping and control functions owing
to business pressures etc. It states that the I®A&pg report on savings bank, current
accounts, cash credit and overdraft, term depasitsgeneral ledger provided standards
for software specifications, functional features,een formats, codes for operations and
systems and procedures to be followed by brancG8C was requested to develop
standard software packages, however banks wer@iasio option of developing requisite
software either in-house or procure it from anyeothgency. The report states that a

telecommunication network of banks and financiatitations called ‘BANKNET’ would
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be operationalised by early 1990, to facilitatedsitransfer, message switching, access to

common data base, electronic mail, MIS etc.

This committee reiterates that the purpose of cdermation for banking
operations is to improve customer service, hougghkge decision making, productivity
and profitability of banks. Due to practical pramblend constraints like the geographical
spread, power supply, maintenance of computergcdesimunication links etc. it
recommends to make concentrated attempt at sedattes of high business activity to
achieve demonstrable gains and make favourable cimpg providing significant
improvement in customer service. It was hence megdo fully computerise branches
with daily load of over 750 vouchers (current acuteash credit/over-draft/saving bank,

clearing, demand drafts, bills, foreign exchangerafions, bank-office operations etc.)

In absence of quick communication facilities, imi@tion regarding movement of
funds reaches the destination late and resultsnéfficient use of funds, and data
transmission by paper results in delay and high das to handling at several stages.
Hence, “BANKNET”, as mentioned earlier, would bdugeand operated by banks and
financial institutions on a cooperative basis witthe country. This would also provide a
convenient interface with the proposed SWIFT Reglidtrocessor at Bombay. As per the
previous Committees recommendation on standardisafiinput-output formats etc., this
report observes that efforts were made to poolskiks of bankers for development of
software specifications. The specifications thusagr up by IBA were circulated to banks
and empanelled vendors. In conclusion the repatést “The objective of mechanisation
is not to replace man with machines...The prograrofmeomputerisation envisaged will
not result in any reduction of labour. Of courdere will be some reallocation of work.

Infact, this will only reduce the drudgery involvadroutine work.”

The Vasudevan Report of the Committee on Technoléggradation in the Bank
Sector (RBI, 1999) states that technology implergmm and absorption in Indian
banking so far has been in retail banking and aatpobanking. It emphasis on the
integration of retail-corporate modes into the kumdan co-development. It states that
RBI decided to establish INFINET — Indian Finandidtwork, to enhance efficiency and
productivity on the one hand and provide statehefdrt customer services through
innovative delivery channels such as internet bamkiome banking etc. on the other. The
sub-group on computerisation on government tramsacimentions that various

government organisations already have upgradedcahgputer system for government
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transactions. It states that advanced tools ofntEolgy like data warehousing and data
mining on the voluminous data generated, would eodahe decision making ability.

“

Highlighting their importance it states *“...signifitta cost benefits, time savings,
productivity gains and process engineering oppdiasare associated with the use of
data warehousing for information processing....denistan be made quickly and with

confidence that the data are both time relevantagcdrate”.

Padwal (1997) very aptly states that it is veryeasial to determine the
relationship between the so-called information hetiton and socio-economic
development. If the objectives are quick and eiffectlecision-making, followed by the
need to improve the welfare of the society for dewment, then, it is imperative to
introduce new IT in the Indian banking industry. states that cost effective information
processing and selection of appropriate technolagybranch level where various
transactions take place is necessary. The impatasictraining and education of

employees at all levels for successful adoptiolT a$ also well emphasised.

D N (DN, 1990) provides an interesting perspectimecomputerisation of banking
operations stating that banking is not a sect@roéuction but is concerned with the cost
of circulating, reducing costs involved in the stormation of goods into money and
vice-versa. Reducing these costs will increase pghaportion of the surplus that is
available for reinvestment, but not increase theplss itself. He claims that
computerisation of the bank would lead to the iiseghe cost due to equipment and
reduction of costs on the wages, which perhaps dvimald to overall reduction of banks
costs. He argues that since computer equipmennbeas import content than the wages of
employees displaced, bank computerisation wouldease the outflow of foreign
exchange. This he argues as, “the increase oftpmight itself yield no benefit in terms
of increased production, while entailing a realtéogpushing India further into the foreign
debt trap. In such a situation the case againspaterisation only becomes stronger”. He
states that computerisation of bank branches arerdbult of foreign banks operating,
concentrating in the field of ‘personal banking’temxding service to upwardly mobile
middle classes earning as much as 27 percent shterethe banks. He concludes stating
that while increasing the profits of banks, compatgion is in the specific interests of the

multinationals.

On the security and vigilance aspect, Vittal (199i8¢cts all banks to computerise

70 percent of their business before JanudrgaD1, to improve vigilance administration.
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Kumar (1998) states that in the absence of IT stfteture, there is a possibility of
mushrooming of small enclaves of information systdsitossoming on their own and the
lack of integration of information resulting in mesistencies. The organization would
suffer from the problems of unbalanced growth andeuutilization. The IT infrastructure
has the advantage that it encourages the non-ésmtiosmajority of managers to make
use of the facilities. The common IT infrastructurelps reduce the cost per user,
increasing the likelihood of people making effortsuse it and sustain its use to bring
success at a later stage when the user maturethekrexvantage of IT infrastructure is
that it cuts across the departmental, functional emen organisational boundaries to
exchange information. This reduces inconsistenaigs removes communication barriers
created by the organization structure. It establisbross functional links and improves
inter-personal communication. IT infrastructure cdfer shared services that are more

cost effective in the long run due to standardaratind economies of scale.

The above overview leads to discussion on the feigmice of research being

undertaken.

1.3. Significance of Research

Based on the above review, what follows elicits tleed for further research to
help bridge the credit gap, address the problenagjiitultural credit and understand how

ICT can be introduced in banks to enable improwsdises to the rural populations.

1.3.1. The Credit Gap

Agricultural credit becomes a bottleneck to produist if not available at the right
time, in right quantities needed and in right ingional form (Rangarajan, 2000: 282). It
would be apt to add 'at right place and at rightgyrto drive home its importance to
agricultural productivity and development. The Nameham Committee (RBI, 1991: 31)

is of the view that easy and timely access to tiedar more important than its cost.

In 1989, the Khusro Committee Report on Review led Agricultural Credit
System in India (RBI, 1989 a) has indicated thaabguming a 5 percent increase in the
credit requirement (based on 1984-85 prices) omwatcof increase in input prices, the
credit requirement from commercial banks as of 1@92000, would be Rs.64,037 crore,
while at the same time the resources availabilitgu be only Rs.57,035 crore
(Vadamalai Media, 1993-1994: 47) - (A — 1.2). Arghmst a target of Rs.16,500 crores in
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1991-92, the total agricultural credit disbursema&ats around Rs.11,200 crores - a credit
gap of Rs.5,300 crores (Rangarajan, 2000: 43). &gding the situation is the decline of
agricultural credit as the percentage of net barlitfrom 12.5 percent (absolute value -
Rs.23,983 crores) as of March®31995 to 11.1 percent (absolute value - Rs.44,318
crores) as of March 342000 (RBI, 1996-97, 1998-99 and 1999-2000) (A.3).1 This
among other factors, contributed to a decline mdfgrains' production growth rate from
3.5 percent during 1980-90 to 1.8 percent during0199 (Thamarajakshi, 2000: 3237-
3240). The Economic Survey (Government of Indig@#2000: 56) explains that though
RFIs have played leading role in the provisionwft credit, the agriculture sector is still

in need of more credit.

Mujumdar (2004) states that though the prioritytsetarget has been attained
during the last couple of years, the target foicadfure has not yet be attained. He states
that the lending to agriculture is around 15 perr¢eday as compared to the target of 18
percent of net bank credit. He also highlights tivatle corporate entities raise money
from PSBs at interest rate as low as 6 percentger@ent, the small farmers are required

to pay a rate of 12 percent.

1.3.2. Prominent Problemsin Agricultural Credit

Literature review earlier discussed that Rao andy&&1980) and Shekar (1997)
in their research reveal that the farmers stresshenreduction of interest rates, being
practical on insisting for repayment within thepstated time, need for the standardisation
and simplification of official procedures, need feeduction in administrative and
managerial inefficiencies and delays in banks du&tich they need to frequent bank

offices taking valuable time off their farming aaty.

Similarly, in the research done by Rao and Malya8( and Patel (1989) the
bankers complain that they lack sufficient empowartnfor both advancement and
recovery of credit, lack control over the utiligati of credit advanced, presence of
duplication of efforts resulting in multi-financirend tendency to merely fulfill the credit
advancement targets within stipulated time as Ip&ir head office, rather than identifying
and helping the right beneficiaries etc. Rao anlh B293: 220) in their research analyse
and explain that bankers do not always identifydbserving beneficiaries due to political
pressures, emphasis only on meeting credit advasmenargets, dominance of few

influential farmers over larger share of agricuwredit etc.
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The Narshimham Committee has recommended that trezald target for
commercial banks credit to the ‘priority sectorisbgld be reduced to the level of 10
percent from 40 percent. It also felt that meration of sub targets has not helped to
increase significantly the credit flow to agricutubecause of variety of reasons such as
inadequate development of infrastructure, pooritiidcipline and weak credit delivery

system. However, there is no decision taken indbigext (Sadara; 1999).

1.3.3. Banks and I nformation and Communication Technology

The use of ICT in banks is in the evolutionary ghas the urban operations and
almost nil in rural operations. One of the majanstaaints in rural operation is the high cost-
benefit ratio, and the benefit component beingelgrgtangible. It is envisaged that over a
period of time, appropriate ICT enabled rural opjens can be expected to become
economically viable, technically feasible and bargfto both the farmers and the bankers.
This would contribute to the overall advancemenbath the agricultural and the banking

business.

In comparison to the co-operative banks and the ®fi2 commercial banks are
relatively well computerised, though mostly in theirban operations. Hence, their
expertise in computerised operations could be cafdd and harnessed by appropriate re-
orientation for rural operations. The use of IGT bhanks by developed nations and,
foreign banks and private banks in India like HDRCICI, HSBC etc. have facilitated
them to extend improved and good quality servicéh&r customers at competitive and
profitable rates. It is envisaged that motif cardbewvn from such experiences and applied
appropriately to the Indian rural banking operagidar enhanced quality of service at

reasonably economic rate.

Many innovations and developments in ICT in bagkihave changed the
organisational structures and processes. Some pplications in banking business are
Electronic Payment Systems, Expert Systems, Aulfintelligence Programmes, Virtual
Terminals etc. INFINET, would form a reliable commization backbone linking banks
and financial institutions to improve decision nrakprocess and responsiveness (Padwal,
2000)

As per the Vasudevan Committee on Technology Updraa in the Banking
Sector (RBI, 1999) Data Warehousing and Data Mimsygtems should be developed and

adopted. Computerised Database Management SystehiMdI& can be particularly useful
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for effective and efficient decision making and mg@ement of agricultural credit, in terms
of identifying the characteristics and credentiafsborrowers and thus the deserving
beneficiary. Use of such ICT systems would alsalifate, streamline and simplify

banking procedures. Milan (2000: 41) the PresidenEnablesoft states, "Effective
datamining/moving technology enables employeestmbre efficient because it provides
them with timely information to make informed deciss and empowers them to keep
information systems up-to-date and relevant. Figdiand implementing a

datamining/moving solution not only ease a banlera@ion expenses but it also will make

it more competitive by helping staff 'get the righings done' ".

It should however be borne in mind that ICT, perc®not provide a complete
solution and is not a panacea to any issue. ICHatiser a resource that needs to be
managed and appropriately leveraged for increaseduptivity, quicker decisions and

better customer service (Rangnathan, 2003).

1.4. Resear ch I'ssues, Questions and Objectives

Thus, the issues arising prominently are how affecefficient and transparent is
the institutional credit advancement and recovegnagement system? Why are the
unorganised credit sources still being preferrethost cases? Would the appropriate use
and management of Information and Communicatiorhfelogies (ICT) in banks play a
vital role in improving the agricultural credit apé¢ions, both from the farmers' as well as
bankers' perspectives? Can ICT in RFIs enableadwage improved banking service which

can also be extended to provide various businesiss to the rural population?

These led to the broad and specific objectives, otiigses and research

methodology followed to address them, as below.

The broad research objective is to explore thenpiails and constraints in utilising
and managing Information and Communication Techypoldn Cooperative and
Commercial banks for effective and efficient flofvagricultural credit to attain balanced

socio-economic agricultural development.
The specific objectives are;

1. To analyse the role of ICT in rural banks for imged banking service as
perceived by the agricultural customers
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2. To examine the bankers perspective on the conimibatf ICT for improved rural
bank management and facilitate enhanced bankingcseeto agriculturists, in
terms of quicker service, identifying the deservimeneficiaries, expediting the
scrutiny of credit applications and advancementsd&very of agricultural credit.

3. To study the potential and constraints in implenmgntCT in rural bank branches.

1.5. Hypotheses
The null hypotheses are;

Hop) : Agricultural customers perceive that creditcdEming and other banking services
from computerised bank branches are not better timmcomputerised bank
branches.

Hop: The Bank Managers perceive the computerised barknches working
environment in terms of efficiency and effectivememe not better than non-
computerised bank branches.

Hog): The working environment in terms of efficienaydaeffectiveness in computerised
bank branches are not perceived better than theeomputerised bank branches
by the Information Technology Staff.

Houy: The Top Management perceive the working envirannreterms of efficiency and
effectiveness in computerised bank branches aréetttr than non-computerised
bank branches.

The research hypotheses are;

Hru) @ Agricultural customers perceive that creditcdEming and other banking services
from computerised bank branches are better tharcamputerised bank branches.

Hrp: The Bank Managers perceive the computerised barknches working
environment in terms of efficiency and effectiveneare better than non-
computerised bank branches.

Hri): The working environment in terms of efficiencydagffectiveness in computerised
bank branches are perceived better than the noputemsed bank branches by
the Information Technology Staff.

Hray: The Top Management perceive the working enviramnreterms of efficiency and
effectiveness in computerised bank branches areerbttan non-computerised
bank branches.
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1.6. Research M ethodology

This research is an exploratory study of managesalies relating to the
introduction and management of ICT in cooperated commercial banks for improved
agricultural credit and rural banking in generalsicarried out in three stages. In the first
stage, secondary data is collected followed by @rynalata collection in the second stage.
In the third stage the data analyses are perforosag quantitative and qualitative

methods.

1.6.1. Secondary Data

Literature survey was carried out, which primadbnsisted of studying materials
and developments in the area of agriculture, afjur credit and ICT in banks from
books and journals/magazines. To name a few, tmgts/magazines are ‘Economic and
Political Weekly’, '‘Banking Systems + Technologanking Technology', 'Banking &
Finance', 'International Journal of Information Mgement', ‘Journal of Information
Technology for Development’, 'IT notes for Bankin@ank Quest’ - Journal of Indian
Institute of Banking and Finance, 'Prajnan-Jounigbocial and Management Sciences’ -
NIBM publication, ‘Yojana’ — A development monthlyAgricultural Situation in India’ -
Department of Agriculture and Co-operation publmat NIRD publications etc. Other
relevant statistics and secondary data are cotidioten RBI Bulletins, Annual reports of
RBI and Banks, IBA Bulletin - Indian Bank Assocaii Publications, Economic survey
reports and Plan documents, NABARD publicationgrenstate of AP, AP Department of
Agriculture, National Informatics Centre in additido information available at other
online websites and libraries etc. The secondaty t@ms the information resource to
identify the research gap, issues and objectiveéiseo$tudy. It also helps in fine-tuning the

primary data collection process for the preserdystu

1.6.2. Primary Data

The primary data collection is based on the rev@wthe secondary data and
interactions with experts in the area of reseawhat follows explains the methodology
adopted to collect the primary data in terms of dang, the survey tool, the pilot study etc.
The four sources of primary data are the farmesacerned bank managers, information

technology staff and top management.
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1.6.2.1. Sampling Plan

Five stage Stratified Purposive Sampling Techniguemployed in this study as
depicted in A — 1.4. Three distinct physical regi@an be identified in AP considering the
contours in its topography, which are i) TelangaiigRayalseema, and iii) Coastal
Andhra. This stratification is also followed by Gwament of AP and hence, in the first

stage the same stratification is followed in tieisearch.

In the second stage, one representative distrieaah region is selected based on
combination of two criteria’s. The first criteriging, the district should have maximum
off-take of agricultural credit from institutionagencies. The second being maximum rice
production. Rice is chosen among all the food gragnown in AP, since it is the
principal/major food crop in the state of AP (A :5)1 This would ensure that there is good
agricultural activity and financial transactionstlwihe institutional agencies. Hence the
respondents of these regions are expected to gravidetter perspective to improve the
banking service and also justify the cost of impebng any new strategies/technologies

in banks.

Most banks are also concerned with the volume amdber of transactions, which
directly reflect on the profitability of their opetions. High agricultural activities require
higher finance among other vital inputs, leadingncreased transactions with bank for
credit. Hence, speed, efficiency and effectivemessds to be achieved at these branches.
The above procedure is followed since banks fokmeh logic to provide these branches
with better facilities and infrastructure on prigrbasis. The results so obtained would be
used to justify the need to implement such faesiinfrastructure at other branches too.
Thus, a combination of the above two criteria aseduto decide on the district in each
region of AP, which are tabulated in A — 1.6 and A.7.

A — 1.5, depicts the major foodgrain crops six-yaeerage of Area, Productivity
and Production in the state of AP with area under be 38.78 lakh hectares, productivity
of 2,625.83 Kgs/hectare and production of 100.&kh leonnes. Rice accounts for 30.8
percent of total cropped area and 77.7 percenttaf food grains production during 1999-
2000.

A — 1.6, gives the ranking of each district, amatigdistricts of Andhra Pradesh
and among the districts within each region. Théirags are based on four-year average of
a) Ground Level Credit (1997-2001) i.e. the offdak credit at grass root level (A — 1.6),
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and b) Rice production (A — 1.7). On cross-exangnooth A — 1.6 & A — 1.7, West
Godavari district (dt) in Coastal Andhra region,it@or district in Rayalseema region and
Nizamabad district in Telangana region closely ntéet above-mentioned criteria and

hence are chosen for survey.

In the third stage of stratified purposive samplingeach of the above chosen
district, one commercial bank and one cooperatasgklare chosen for study. In the case
of cooperatives, the PACS - the ground level fierdirect touch with agriculturists are
chosen for study. In the case of commercial barkréspective lead banks for each of the
identified district were first approached and ekptd the study. However, the concerned
bank officials did not encourage the study attiifgito certain organisational constraints
and confidentiality requirements of the bank. SBamk of India (SBI), which is largest
commercial bank in India and having good rural rmekveven in AP, was positive and

allowed to conduct the study. Hence, SBI was chésetne study.

In the Fourth stage of stratified purposive sanmplim each of the district State
Bank of India’s one computerized branch and oneeamputerised branch are chosen for
the study. Similarly, in each district one compisted PACS and one non-computerised
PACS are chosen for the study. These are identifaéesstd on their overall performance,
expert opinion and advice of the General Managéthe bank at the respective district
head quarters in case of commercial banks and @eNanager of DCCB in case of
cooperatives. Best performance is stressed sdhbanfluence of political pressures and
other inefficiencies could be largely avoided ahé tactual effect of computerization
could be better studied. It needs to be noted twaen there are no computerised
commercial rural branch then the survey is condluetethe computerised semi-urban
branch having substantial agricultural clientetenhy also be noted that for ease of use

the term cooperative bank has been used in theapyidata analysis instead of PACS.

In the Fifth stage, in each of the computerised mon-computerised commercial
branch and PACS, farmers based on their land hpksire (large, medium and small) are
chosen and questionnaire administered to them.cldssification of farmers based on
landholding as followed in the Report of the Agttaral Credit Review Committee (RBI,
1989a: 115) is broadly followed in this study wize small farmers are with landholdings
upto 2.5 acres, the medium farmers are with lardihgé of 2.5 acres to 5 acres and the

large farmers are with landholdings above 5 acres.
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The questionnaires are also administered to thal lmanch managers and his
deputies, working in the area of rural credit amd the system administrators (in
computerised banks) there. Top management andnsysdeninistrators are administered
the questionnaire at their regional offices locatethe state capital. It may be noted that

the system administrators are also termed as fiTistthis report.

1.6.2.2. Sample Units

Respective questionnaires are administered to fatnwz. large, medium and
small farmers’, bank managers’ and his deputiekingrin the area of rural credit, system
administrators’ and top management of the respedbanks as described h6.2.1.

Sampling Plan.

1.6.2.3. Survey Tool

Structured questionnaire is administered perspralthe sample units mentioned
in 1.6.2.2 Sample Units. Each of the sample unit has different questicenaieasuring
various aspects of banking operations, to get gpepative and comprehensive feedback

on the effect of computerization on the bank openat

1.6.2.3.1. Questionnaire development: Phase |

After review of secondary data, the research deaigl research tool were evolved
and the aspects that needed to be covered in tbstigonaire were discussed. Four
guestionnaires were developed, one for farmer,rebfar bank manager in rural branches,
third for system administrators and the fourth thoe top management. These were then

finalised after incorporating appropriate improvensefor the Pilot study.

1.6.2.3.2. Pilot Study and Questionnaire Finalisation: Phasel |

The pilot study was carried out at Puttaparthi, #par District. 10 farmers of
commercial and cooperative bank were intervieweth vihhe questionnaire, with the
intention to know whether the questions were ckradt easy to understand and answer
them. Questions that were felt difficult to underst and respond were altered, few
unnecessary questions removed and necessary oded, agith the aim to make the
questionnaires simpler to respond and compreheesigvagh to meet the objectives of the

study.
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Thus, the questionnaires were fine-tuned for be¢tgponse. In the process, several
drafts were taken before it was finalized and saned for full-fledged survey. The final
version of the questionnaires administered for eyito farmers, banks managers, system
administrators and top management could be refetedl— 1.8, A - 1.9, A - 1.10 and
A —1.11, respectively.

1.6.2.4. Sample Size

The total sample size of farmers’ analysed in tieisearch are 336 out of the
planned 360. 116 farmers were analysed in West @oddistrict, 116 farmers were
analysed in Chitoor district and 104 farmers arealys Nizamabad district. The shortfall
in the number of farmers in respective categorgsduor analysis is due to reasons of
their non-availability, inconsistency in their resises etc. Thus, responses from 93.3

percent of the respondents were used for analysis.

In all the three regions, in each of the four bavikged, the branch manager, the
accountant and the field officer were interviewedhese three together would be
henceforth referred to as bank managers. The conguestionnaire developed termed
‘bank managers questionnaire’ is administered tahese three officials in the bank.
Thus, three respondents each from manual cooperbtink, computerized cooperative
bank, manual commercial bank and computerized camatédank, formed a total of 12
respondents in West Godavari district. Similarlg,slich respondents each from Chittoor
district and Nizamabad district were intervieweatnfing a total of 36 respondents for the
three regions. Thus, the sample size of bank mamagpondents of all the three regions
put together forms a total of 36. The sample si@don the smaller side, however are
expected to provide a good picture of the effeatarhputerization on banking operations

and help achieve the second objective of the reksemntivity.

In must be noted that in the case of ITS and TMstmaple size are small but since
each respondent rates on both manual and compmddrenking operation, are expected
to provide a good comparative picture of the effeEtcomputerization on banking

operations.

The ITS of all the three regions (rural/districfiog) and at respective head offices
at Hyderabad put together formed a total sample siz17. Most significantly their
responses are expected to reinforce the findindp@farmers’ and managers’ responses.
The Top Management (TM) at their head offices ledaih Hyderabad, formed a total
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sample size of 15Though fairly a small sample, their responseseapected to reinforce

the finding of the farmers’, managers’ and alsolTif& responses.

Thus, a holistic approach from the customers, ® gbrvice providers, to the
implementers, to the policy makers is followed ¢els their perception. The total sample
size analysed for the research activity is 404 e©#spects of the above sample units are

discussed in detail in the Chapter 4.

1.6.3. Data Analyses

The final stage is to comprehensively analysedineclopments from secondary
data/literature review and analysing the feedbackhe primary data collection/survey
with relevant statistical analyses. This would jev better understanding of the
problems, solutions and expectations as perceiydgdebfarmers, bankers, IT staff and top
management, with respect to the ICT developmentsiriad banking. This would help to
conjure the overall scenario of the agriculturahlbag system and help understand the
issues in achieving the objective of the potent@e of ICT to provide improved

agricultural credit and banking services in general

1.7. Scope and Limitations
The following are the limitations of the research;

a) The research is limited to the state of AP,einy one of the top agricultural

producers and also one of the emerging IT trerelseitt India.

b) The research has been conducted with respe@otomercial banks and
Cooperative banks only. Though RRBs form the thingportant financial institution in
rural areas, they are not considered for this stadywo reasons. First, they are sought of
an extension of commercial banks since RRBs arassped by them and second, their
contribution in the institutional flow of agricultai credit is considerably less. The average
for 1994 to 1999 in A — 1.12 indicates that theysubstantial flow of institutional credit
from Co-operative banks and Commercial banks tottime of Rs.12,374 crores and

Rs.13,097 crores respectively. Whereas, its just,R30 crores in the case of RRBs.

c) Due to certain organisational constraints andidentiality requirements of the
respective district Lead banks, there was lack rifoaragement from the concerned
authorities approached. State Bank of India wass #mproached, which readily permitted

to conduct the study in their banks in all the ¢hdéstricts.
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d) The computerised commercial banks surveyed ist\V&®davari and Chittoor
district are semi-urban branches, however havifgtaumtial agricultural lending/banking
activities, since the rural commercial branchesewest computerised as on date of survey.
Whereas, during the last phase of research wheNitt@@nabad district was surveyed the
rural commercial branches were being computeridad.hence, in the case of Nizamabad

district the computerised rural commercial bank s@veyed.

e) The sample size of the ITS and TM is quite smrabertheless do provide a
good picture on the effect of the computerisatimeces they are at the helm of affairs and
take decisions after sound technical and strattgdy of various projects. Their analysis

is primarily to reinforce the findings of the farrseand managers analyses.

f) An attempt was made to identify the maximum @asscharacteristics and their
attributes of agricultural banking for obtaining ethresponses on the structured
guestionnaire and quantifying the intangible bdsefof computerisation. These

characteristics and attributes are extensive bugxioaustive.

1.8. Overview of the following Chapters

In what follows,Chapter 2reviews concepts, plans, polices and empiricalistud
related to aspects of institutional credit, ICT amgficultural development. Chapter 3
briefly provides the banking, credit operations aoedio-economic background, of India,
Andhra Pradesh in general and in particular thériclis in AP where the survey was

conducted. Chapter 4 discusses the backgroundtbestics of the respondents.

Various relevant quantitative and qualitative asaly are performed. The
guantitative analyses are divided into three chrapfehe percentage analyses of banking
transaction are discussed on Chapter 5. The bans@mgice perception analyses of
computerised banking transactions and manual bgnkansactions are performed by
developing appropriate index in Chapter 6. The astenised and manual banking service
comparative analyses are carried out by Scoring Median Chi-square Hypotheses
Testing in Chapter 7. The Chapter 8 deals with dhalitative analyses wherein the
responses to various open ended questions in tefmpotentials, constraints of
computerisation and improvement in rural bankingises, including agricultural credit
are analysed. Finally, the summary of major findinpecommendations and scope for

further research form Chapter 9.
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CHAPTER 2

AGRICULTURAL DEVELOPMENT, INSTITUTIONAL CREDIT
AND INFORMATION AND COMMUNICATION TECHNOLOGY:

A REVIEW OF CONCEPTS, PLANS, POLICIES AND EMPIRICAL STUDIES

2.1. Introduction

The Report of the Agricultural Credit Review Conmtedt (RBI, 1989: 69) states
that agriculture still remains the foundation ofliBm economy. In good agricultural years,
the total economy becomes buoyant. Food is adedoatelation to effective demand,
prices remain stable, agro-business and industriésup, employment improves and rural
poverty somewhat recedes. It states that a sudthigl growth rate in agricultural output
is not only a strong anti-inflationary force bus@makes a favourable impact on industrial
growth.

Thus, agriculture sector being very important tWidn an attempt has been made in
the next section to broadly conceptualise the lpelsabetween the agricultural activities
and banking activities, which is further extendedetplore the role of ICT in rural
financial institutions, it being the focus of thissearch study. This is followed by analysis
of the empirical studies, in terms of 1) Role ofri&glture in Indian Economy, 2)
Highlights of Agricultural Credit and Policies, Bjends in Agricultural Credit and 4) ICT
in Agricultural Credit and Management of RFIs. Tiimitations of the existing literature
are then enumerated before concluding the chapter.

2.2. Agricultural Activities, Rural Banking Activit ies and Role of ICT: A Conceptual
Framework

One of the most essential pre-requisites for goavtlp of agriculture sector,
ceterus paribus, is finance. Capital is indispensable for acquirprgduction assets and
inputs, and it is most essential for agriculturvelopment. Joshi (1985: 22) states that the
farmers’ primary source of income is from the agjtieral produce. To sustain himself
and his family he needs to invest and reinvest ncapgtal in his farm and farm related
activities. However, his meagre income/returns ma@gowing an essential activity in

farming.
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On the significant role of credit and the effecattithe absence of credit has on
production, the USAID Report on Farm Finance (1803-304) states that, the output of
agricultural production would have continued toasein the primitive period if credit was
absent. Credit not only has made increased pramupbssible but also enabled those who
do not posses their own funds to participate inghaduction function with the help of

loan.

Narasaiah and Venkatasulu (1999) on aspects oft gtades that, “...the basic
function of credit, whether provided by the bankshy other sources, is to enable
individuals and business enterprises to purchasdggand service ahead of their ability or
desire to play. Demand for credit arises becaustheftime consuming nature of the
productive and distributive process. Consumers’ alamncredit to acquire goods in
advance for which they pay in future time”. SimijarJoshi (1985) states that credit can
be regarded as a condition which enables a pecsentend his control on resources as
distinct from ownership of them. It indicates therdowing power of the individual who
wants to make use of the resources during ceriiogh through temporary control and
promise to return them along with the price fomgsihem temporarily. In a way, credit is
very important device for facilitating the tempagréaransfer of purchasing power from

those who have surplus of it to those who are edrd it.

However, for finance to play a major role in agliatal development, the study
highlights that it must be available in adequatanity at appropriate time to those
farmers who require it. Broadly, there are two sesrof finance for a farmer viz. his own
endowments and borrowings. It is also noted thatethdowments as well as savings of
most of the farmers in all under-developed econ@re/ so meagre, that they have to
depend mainly upon borrowings for financing thei@adtural activities. The income from
farm operations is quite insufficient to providee tminimum necessities of life (food,

clothing and shelter).

Agriculture is also subjected to vagaries of weathiich affect the agricultural
produce and hence the farmers return on investrierdlly, when the produce is taken to
the market, they are again exploited by the middierwho pay very less for the actual
value of the agricultural produce. On the otherdhdhe farmers also need to repay the
credit procured. All these factors make farminghallenging activity and farmers are

always pressurised and ceaselessly struggle tcawverthem.
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Depending on its use, credit can roughly be cleskiinto two broad categories;

production credit andconsumption credit. In agriculture production credit, based on the

purpose and the repayment period, can again iradbsense be categorized into four

different types, as discussed below.

a)

b)

d)

Long-term credit with a period of repayment greater than aryeils needed for
purchasing land, pumpsets, tractors, making perntangprovements on land, land

reclamation, drainage, sinking of new tube welts et

Medium- term credit with a period of repayment greater than yeer and less than 5
years is required for purchasing of livestock, iempénts, machinery and also for

deepening wells, installation of pump sets, daioyltry, plantations etc.

Short-term credit with a period of repayment of less than gear. It forms the
working capital required for purchasing seeds, mantertilizers, pesticides and
fungicides, repair and maintenance, and also fatimg the current expenses on land.
In addition, marketing finance is needed for imipartolding power to the farmers in

order to enable him wait for a better price foritipeoduce.

Lastly, finance is occasionally required foe thurpose ofelief and rehabilitation
following crop failures due to climatic conditionglant diseases, natural calamities,
soil erosion etc. In such cases of gross disasterdit so extended is generally written
off and many national taskforce committees alscomeunend it. However, these
committees are very strongly against writing oftloé above 3 types of credit defaults,
under normal conditions due to political presswates which result in increase in the

NPAs’ and hence the cost of credit.

In addition to the borrowing for agricultural pusses, farmers frequently seek

credit for their personal consumption and unforaseepenses, such as serious illness,

death ceremonies, marriages, festivals, celebsatm other non-agricultural activities.

This forms theconsumption credit and is a characteristic phenomenon with the low

income, small and marginal cultivators.

Joshi (1985), further elaborates that, credit isamdy essential for agriculture but

it is also imperative that it should be cheap aafd.dn predominantly agricultural country

like India, it is the duty of state to take predams$ that agricultural credit should be

accessible, cheap, safe and productive. It mayeaatecessarily by ‘direct provision’ but

certainly by creating conditions in which a propestitutional system of agricultural
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finance will have reasonable chances of success ammplete substitute for the
exploitative system of private finance by the ‘matas money lenders’ who still do

dominate the scene of rural credit in most parthefcountry.

Thus, it is a prerequisite that both the productiod consumption credit be easily,
cheaply and readily available, with minimum forriak and delays for the credit to form
a good support system for the farmers. Varioustutgins in India have attempted to
provide such credit so that there is reduced etgilon of farmers by moneylenders, if not
eliminate such exploitation. In this direction Gaid RBI undertook various policy level
measures and set up specific institutions to makendl credit available to the rural

population and relieve them from the exploitativevgite credit sources.

Thus, given the above background on credit anctalgural activities, an attempt
is made to broadly develop a framework illustrating linkages of banking activities and
agricultural activities, as seen in Fig. 2.1. Theus of the research on the expected role of

ICT to foster agricultural development is also dégul in the figure.

It is observed that agricultural activities involteree major aspects. The first
relates to the various variables and inputs thatritmute to a remunerative agricultural
production activity. These are good seeds & s@hrapriate amount of water, sunlight
and climatic conditions, right type and appropriapplication of fertilizers, agricultural
credit, tools and equipment, among others. These ha overwhelming influence on the
other two activities too. The second aspect rekatéise process of agricultural production,
wherein crops are grown and nurtured. The outcdntl@®activity are the crops and other
unprocessed food products. The farmers productegends on fixed production assets,
access to variable inputs and technology broadfinel@. The access to these inputs in
turn depends on precious tangible and intangibteraalations and access to gross credit.
The final aspect deals with the activity of tranggtion and sales of the agricultural
produce. The farmers’ income depends on proceeamn Bale of agricultural outputs
(which depends on time of sale), non-agricultunabme and wage income and net credit

repayments.

To carry out all these activities, finance is veirpportant. Most of the
agriculturists are poor with very less savings degdend on the present crop to generate
income to support them until the next crop. Addedttis, is the effect of the climate,

rainfall, pests etc. which may destroy their pragughis puts the farmers in a very
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precarious position with no money, which forces hiontotally depend on external
borrowings to carry out any further activities. Bhicredit plays an important role in
determining the farmer’s production as well as meolevels. It may be noted that the
problem of agricultural finance is not only to meetdit requirements of the farmers on
reasonable covenants, but it also involves settipgof an effective and efficient

institutional structure, which would lead to aneigtated development of the agriculture

sector.
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Fig. 2.1Conceptual framework linking Agricultural activitie s, Banking activities and expected role of ICT
leading to accelerated Agricultural Development

In that direction, Narasaiah and Venkatasulu (1998fuss that there are two
major sources of credit, institutional and nonitngibnal. The non-institutional sources
consist of money lenders, traders, relatives aigohds, landlords and others. While, the
institutional sources are Commercial, Cooperatind Regional Rural Banks. To meet
their credit needs, the farmers frequently approdglsh money lenders, although
exploitative, due to the non-availability of altative source of easy credit, quick grant,

among others. However, after nationalisation oflsamulti-agency approach and priority
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sector allocation by the Gol, there has been sntigtgenetration of institutional sources
of credit thus increasing the access to institati@nedit in rural India. Nevertheless, these
institutions also have variety of problems assedatith them. The credit sanctioning

process involves often lengthy official formalitiesd submission of many supporting
documents, slow sanctioning process etc. delayiegctedit delivery (Rao and Malya,

1980). These form the rural banking activities shamvthe figure.

It is expected that the ICT implementation in RE&® address these problems by
enabling improved decision making, speeding up ghactioning process, increasing
transparency, among others. It also needs to berexphow ICT can help enable an
improved agricultural supply chain. This would haveatalytic effect on the agricultural

sector as a whole fuelling its growth and developime

Information and Communications Technology (UNDP,0P0 are basically
information-handling tools which consist of set wdriety of goods, applications and
services that are used to produce, store, prodetsbute and exchange information. On
the development aspects of ICTs, the study sthtdghe ICTs potential lies in the ability
to connect vast networks of individuals and orgatniis across globe at little cost. This
has made ICTs the enablers of globalisation, tatitig world-wide flows of information,
capital, idea, people and products. The study wiidmtioning about the G8 summit at
Okinawa in July 2000, states that “....given the tighabling environment, ICTs can be
leveraged by poor countries, communities and inddiais to ‘leap-frog’ into a more

empowered, equitable and prosperous future”.

In that direction, the Vision 2010 (IBA, 2004) statthat technology would be the
key to the competitiveness of banking and finarystesn. Technology would make flow
of information much faster, more accurate and engjpicker analysis of data received,
which would result in efficient and faster decisimaking. It further states that this would
also enable the development of appraisal and nmamgtdools which would make credit
management much more effective. This shall reduaesaction costs, and the benefits of

which would be shared between the banks and custome

The Computerized Database Management Systems andgeliaent Information
Systems can be particularly useful for effectived afficient decision making and
management of agricultural credit, in terms of tifging the characteristics and

credentials of borrowers and thus the deservingefi@aries. Use of such ICT system
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would facilitate streamlining and simplifying tharking procedures. As Milan (2000) the
President of Enablesoft has stated, “Effective Dditsing Technology enables employees
to be more efficient because it provides them timely information to make informed
decisions and empowers them to keep informatioriesys up-to-date and relevant.
Finding and implementing a Data Mining/Moving sadat not only ease a bank’s
operation expenses but it also will make it mommpetitive by helping staff ‘get the right

things done™.

The benefits of the use of ICT are quite well désmd by Wen and Sylla (1999)

which reinforce the earlier cited benefits as tdvelow.

1. Effort and Operating Process Performance: The major benefits are that there is bound
to be an increase in systems’ effectiveness amciezfty, cycle time reductions, head
count reductions, reduction in communication timed arelated printing costs,
increased income from product/service quality improents, timeliness and
accessibility of data, activity based on cost invproents, operating process
improvements relative to industrial benchmark, $farmation of data into information,
distribution of information, transforming informati into desired outcomes and

growth without corresponding increase in overheads.

2. Management Support: Improves decision time and quality, improves camioations,
standardization, responds quickly to changes inslawings about better control,

increased flexibility, compatibility with customésg/stems etc.

3. Competitive Advantage: Creates improved operating margins relative tmpetitors’,

increased market share, differentiation in the pevducts and services, etc.

4. Business Transformation: Allows business process redesign, assisting basin
network redesign, facilitating flatter organizatbn structure, altering the
organizations’ boundaries to allow new forms of ma@tion such as teams and work

groups without geographic restriction.

However, due to the difficulty in measuring thesgalgative benefits of ICT
implementation may result in under-funding theiif IBudgets by employing cost-benefit
method for budgeting. Though there are methodvatuate the intangible benefits, they
are subjective in nature and are heavily dependerthe opinions of experts and senior

executives.
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Thus, the above provides a useful insight on ther@l role of ICT to enable an
efficient and effective banking system in RFIs, ifmproved flow of agricultural credit to
the deserving beneficiaries. Following the abowassion on the conceptual framework
on agricultural activities, banking activities athe role of ICT, the empirical aspects of
them are discussed in the next section.

2.3. Agricultural Activities, Rural Banking Activit ies and Role of ICT: An Empirical
Analysis

Realising the importance of agriculture to Indiasoromy, the Government of
India (Gol) has undertaken various policy levekementions to improve the agricultural
situation, which are discussed in the next twoisest This is followed by discussion on
the trends in agricultural credit in terms of thhends in total institutional and non-
institutional credit, trends in the credit flow lwarious RFIs etc. and the problems in
agricultural credit. Finally, the aspects of ICT magement in RFIs for improved
agricultural credit management are discussed, whéne technology adoption trends and

issues are analysed.

2.3.1. Role of Agriculture in Indian Economy

As seen in Table 2.1, agricultural growth rate teshed a peak in the year 1980-
90, which was the period just after the Green Rewah, but since than it is showing a
declining trend. The percentage share of agricailtarGDP is drastically reduced, from
45.8 percent in 1950-70 to 21.3 percent in 2008B2®¢hich is not a good sign for the
economy. Such a trend cannot be neglected sind& isnen agricultural country providing
livelihood to large percent of country’s populatioto almost 68 percent in 1951 which is
presently a good 58 percent in 2004 (Planning Casion, 1952; 29 & 2004, pg. 170).

Table 2.1: Growth rates of Agriculture & GDP and Percentage Share of Agriculture in

GDP
Average Growth Rate | Average Growth rate of Average Percentage
Period of Agriculture GDP share of Agriculture to
GDP
1950-70 2.7 3.8 45.8
1970-80 14 2.9 37.7
1980-90 4.7 5.8 33.1
1990-95 3.6 5.0 28.6
1995-2000 2.6 6.5 24.7
2000-2003 0.1 4.7 21.3

Source: 1. 1970-71 to 2003-04 (at 1993-94 base prices): http://www.rbi.org.in/sec7/56323.pdf,
http://agricoop.nic.in/statatglance2004/Ecolndicator.pdf and Central Statistical Organisation.

2) 1961-62 to 1992-93 (at 1993-94 base prices): http://mospi.nic.in/rept%20_%20pubn/back_series/s05.pdf and
CSO (accessed on 30/12/2004)
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The Economic survey (2004), states that “Over thary, the agricultural sector
has not received as much attention as other seict@srvices and manufacturing.” The
GDP growth rate hence shows lesser fluctuationstdue increasing contribution of
manufacturing and services. The growth in the natimcome, however, has largely been

determined by the trends in agricultural production

The empirical, policy and implementation of varioagricultural development

programme aspects during each of the 5 — year pl@ndiscussed as follows.

The First Five Year Plan (Planning Commission, 3% orded top most priority
to agriculture with an objective of getting subsi@nincrease in the production of
foodgrains and raw materials. Agricultural sectarluding irrigation received the highest
priority with the allocation of 31 percent of tofalblic sector outlay of Rs.1,960 crores. It
states that, due to favourable weather conditiomkthe initiatives during the First plan,

the food grain production targets were well achieve

In the Second Five Year Plan (Planning Commissi®®6; 51-53) there has been
a perceptible shift in priorities towards indudtsation, especially for the development of
industry and the necessary ancillaries like trartsgariculture including irrigation, thus
received only 20 percent of the total outlay of4200 crores. Though there was increase
in food grain production to 80 million in 1960-64 eompared to 66 milllion in 1955-56, it
was inadequate to the rising demand of growing [atisn. Hence, Intensive Agriculture
District Programme (IADP) was launched in selectistricts to increase food grain

production.

The First and Second plans (Planning Commissiof7;136) also worked towards
reorganisation of the agrarian structure in termshmwlition of intermediaries, such as
zamindars and jagirdars, protection and improvenwdéntenancy rights, imposition of

ceilings on land holdings and encouraged consadidaif holdings

The Third Five Year Plan (Planning Commission, 19666: 304-305) shows
increased attention to agriculture, with an outédyabout Rs.1280 crores as compared to
Rs.667 crores in second plan, on production progr@snin agriculture, including large
and small irrigation schemes, soil conservation eodperation. The approach adopted
under IADP was extended to more areas under Inven&griculture Area Programme
(IAAP). This was followed by High Yield VarietiesHYV) programme of using

scientifically improved seeds. Agriculture develagrh including irrigation received 21
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percent of the total outlay of Rs. 8,600 croresnu#mber of new institutions like the
National Seed Corporation, Food Corporation of dndtertiliser Corporation of India,
Agricultural Prices Commission and Agricultural Raihce and Development
Corporation were established to provide supporfatoners. However, due to severe
drought in 1965 and 1966, agricultural productioaswadversely affected with the

reduction of food grain and cotton production coregao the output of Second Plan.

There were three annual plans during 1966 to 1868ng which agricultural
strategy based on technological innovations wagtado The farmers adopted HVYs on
large scale due to the provision of minimum supporices, easy availability of

agricultural inputs such as fertilizer, pesticides credit.

In the Fourth Five Year Plan (Planning Commissib®70), an improved role of
technology was envisaged for increasing the agdticall production. 23.3 percent of the
total outlay of Rs. 15,780 crores of this plan wpent on agriculture and irrigation. The
measures adopted for increasing the agricultuaymtion were; expansion of irrigation
facilities, increasing the supply of fertilizersggticides and improving credit, marketing
etc. with focus on intensive cultivation. A Smalrfers Development Agency (SFDA)
was setup to adopt improved agricultural technolbgysmall farmers. The land reform
measures were strengthened and new laws on lafidgceiere introduced. Then, the
surplus land too was distributed to the landlesd ararginal farmers. An important
organisation called Command Area Development AuthdCADA) was setup in the
command areas of major irrigation projects to imprthe utilization of existing irrigation
by land leveling, construction of field channelg.etn 1964-65, which was a year of
favourable weather conditions, a record harvest waised. However, agricultural
production fell sharply in the subsequent two yehrs to widespread drought conditions.
In 1967-68, however, a sharp recovery took placeaagsombined result of the
establishment of new varieties of cereal seedsnttentive of higher prices, increased use

of fertilisers, pesticides and water and favouraiather conditions.

The Fifth Plan (Planning Commission, 1975), had thgectives, self-reliance in
food production and removal of poverty. The measuw@dertaken to increase the
agricultural production were to bring more areaamidYV seeds, creation of additional
irrigation potential and increase in fertilizer somption, strengthening of agricultural

extension and administration, and expansion incafjural credit. Out of the total outlay
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of Rs. 39,430 crores, 22.1 percent was spent orelalewent, and agriculture and

irrigation.

During the Fifth and Sixth Five Year Plans, Indiaconomy was hard hit by
inflation, rise in petroleum prices, almost stagiice of raw materials, deteriorating
balance of payments, other political and economémsiobns and international

confrontations.

Under these challenging circumstances, the stratégihe Sixth Plan was to
simultaneously strengthen the infrastructure fahlagriculture and industry. Out of the
total public sector outlay of Rs. 97,500 croresrgg sector got the highest allocation of
28 percent followed by agriculture including irriigan and flood control with 25 percent
of the total outlay. It states that there was iase®l agricultural production and
productivity per hectare of land due to the incegasrigation potential, increased use of
fertilisers and pesticides, better crop varietiesl guality seeds, and higher levels of
production technology for major cereals, cottorgesuane etc. Employment generation
was given higher focus and in that direction Indé¢éed Rural Development Programme
(IRDP) was launched for families below the povelitte who would be assisted for
economic upliftment through a package of activities 1979-80, however, there was a
steep decline of food grain production to about friion tonnes due to severe drought

experienced in the Kharif season.

The Seventh Plan (Planning Commission, 1985) foeas been to increase
irrigation, use of fertilizers, attention to wateesl management, research and extension,
credit institutions, agriculture price policy, in@ve soil and water conservation, reduce
poverty, unemployment and regional disparities, @gnothers. In the total plan outlay,
energy again received the highest priority withS3percent, while agriculture including
irrigation and flood control received 22 percenttioé resource allocation. The average
level of annual production of food grains during tBeventh Plan was around 155 million

tons compared to 138 millions tons in the SixtmPla

The Eighth Plan (Planning Commission, 1992-97:tdles that agricultural output
fluctuated from year-to-year due to weather. Howewderever there was availability of
irrigation and power, agriculture has shown a rdwlale performance in terms of its
response to the high-yielding varieties, intenaitg diversification. It states that in 1987-

88, India witnessed a severe drought with foodngmoduction plummeting to 140.35
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million tons and with favourable weather conditi@thieved 176.22 million tons in 1990-
91. Energy received the highest allocation of Z&fcent of the total public sector outlay
followed by agriculture including irrigation and@id control with 22.2 percent. This plan
envisaged the continuation of IRDP and Jowahar &ojgojana (JRY). The Small

Farmers Agri-business Consortium (SFAC) was settapncrease the employment

opportunities and raise the income levels in rarahs.

The Ninth Plan (Planning Commission, 1997-2002: 8@3erved that there has
been a significant shortfall in public sector inweent in agriculture in the Eighth Plan,
which cannot be allowed if a growth rate of 4.5ce@it has to be achieved. The Ninth Plan
gave priority to agriculture and rural developmeat generate adequate productive
employment and eradication of poverty, envisagedatoelerate the growth rate of
economy, ensure food and nutritional security foy empowerment of women and
socially disadvantaged groups, promote and devpkgple’s participatory institutions
like Panchayat Raj institutions, cooperatives ael-reelp groups. Efforts will also be
made to improve rural development programmes sachRy, Indira Awas Yojana (IAY),

Area Development Programmes of DPAP and DDP.

The National Agricultural Policy focuses on theioptl use of land, water and
genetic resources in a sustainable manner. Itdeslleasing of land, consolidation of land,
the use of 80 million hectares of marginal and e/deshds and community lands for agro-
forestry and improvement of rural marketing infrasture. It also indicates the creation of

cold storage and processing facilities close tapction centers in rural areas.
2.3.2. Highlights of Role of Agricultural Credit and Policies

A brief description on various policies, committegxl relevant institutional setup
to develop and strengthen rural economy is provizEdw. The effect of these measures

on agricultural banking in India is discussed ie tfext section.

Nilakantha (2002: 1323-1329) states that the Iégahework for cooperatives as
an institution was laid in 1904 based on Nicholsaeport in the 1899 of the #@entury.
Under this scheme, an official in every region wdesignated as the registrar of
cooperative societies. An Agricultural Finance Sidonmittee of the Agricultural Policy
Committee of the GOI was set up in 1944, chaired biR. Gadgil for post-war
reconstruction plans. It stated that the increasedit needs of agriculturalists cannot be

met by regulating but by encouraging the coopegativt recommended the creation of a

38



number of semi-State Agricultural State Credit @ogtions. The genesis was that the
exploitative and monopolistic moneylenders couldcbenteracted only by providing a
competing source of credit for the creditworthynfiars. In the mean time, the Bombay
Provincial Cooperative in 1948, under the leadgrsbi its Managing Director,

Vaikunthalal Mehta, reorganized its entire coopeeastructure from the primary to the
apex level. And so were the methods of assessniammedit need, advancing of loan to
recovery of loans from credit worthy farmers in ammer that would facilitate a planned

expansion of rural credit.

During the First Five Year Plan, RBI which has specesponsibility related to
rural credit, initiated the Rural Credit Survey end Committee of Direction consisting of
A.D. Gorwala as its Chairman. The committee regdte recommendation of the earlier
Agricultural Sub-Committee of 1945 and recommentieat the pattern of reorganized
cooperative societies like that of Bombay Provih€aoperative Bank be adopted. The
three-tier cooperative structure, with the primargdit (or multipurpose) society at the
village level, the central cooperative bank at dierict level and the provincial or state

cooperative bank at the apex level was suggestathfeersal application.

The RBI was to provide the short-term productioaddrto this three-tier system.

Long and medium-term finance would be provided bg tand Development Banks
following the same three-tier system. The loansewtr be assessed on the basis of
production performance and not on the basis of rggcof fixed assets like land. The
loans were to be distributed during the Kharif &abi seasons with the recovery being
scheduled within a relatively short period afteg fhost-harvest marketing season began.
Postponement of repayment due to poor harvest ddysadverse weather or widespread
pest attacks was also provided for. Moreover, tbemittee also recommended the
creation of central fund for writing off difficulbans due to prolonged crop failure. Since
the implementation of the recommendations of theaR@redit Survey Committee, there
was a significant growth in agricultural productidae to the inflow of production credit

through this reorganized cooperative credit stmactu

However, only cooperative institution per se wasatie to cover the large Indian
rural population. The assessment of the performariceooperatives by the All India
Rural Credit Survey Committee (RBI, 1954) broughit ¢hat the volume of credit
supplied by the cooperative movement was insigaific It was felt that Commercial

Banks (CBs) also need to take active part in romradlit market. Its recommendation led to
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the conversion of ‘Imperial Bank’ into the StatenBaof India (SBI), the setting up of

National Cooperative Development Corporation, Nwlo and State Warehousing

Corporation, National Cooperative Development Coapon and cooperative training

institutions. In 1963, the Agricultural Refinancer@oration was established to provide
refinancing facilities to land development banksl @ommercial banks for the financing
schemes of agricultural development. Due to thése has been significant increase in
the use of agricultural inputs and volume of coapiee credit. (Planning Commission,

1970; 114)

Thus, SBI was formed on®'1July 1955 by taking over the entire assets and
liabilities of the Imperial Bank of India. In theeginning 8 banks viz. State Bank of
Saurashtra, State Bank of Patiala, State Bank kérigier, State Bank of Jaipur, State
Bank of Indore, State Bank of Mysore, State Banlgélerabad and the State Bank of
Travancore were associated with the SBI. But, dudaé amalgamation of State Bank of
Bikaneer and State Bank of Jaipur on January 13 B35 State Bank of Bikaneer and
Jaipur, the SBI associates reduced to seven. ldrrnammercial banks viz. Allahabad
Bank Ltd, Bank of Baroda Ltd, Bank of India Ltd, i@of Maharashtra Ltd, Canara Bank
Ltd, Central Bank Ltd, Dena Bank Ltd, Indian BantdLIndian Overseas Bank Ltd,
Punjab National Bank Ltd, Syndicate Bank Ltd, Uni&enk of India Ltd, United Bank of
India Ltd. and United Commercial Bank Ltd. wereiomalized on July 19 1969. On
April 15, 1980, six more banks viz. Andhra Bank ,LRlinjab and Sindh Bank Ltd, New
Bank of India Ltd, Vijay Bank Ltd, Corporation Barlkd and the Oriential Bank of

Commerce Ltd were included in the list of natiosadl banks.

The All India Rural Credit Review Committee (RBI9@9) observed that there
were weaknesses in the cooperatives and they argeaced to the growing demand of
agricultural sector. The committee therefore, rew@mded a significantly enlarged role
for commercial banks. This resulted in the natiagilon of major commercial banks in

1969, as has been mentioned earlier.

Thus, the nationalization of SBI in 1955, ‘sociahtrol’ of banks in 1968 and the
nationalization of 14 major banks in 1969 and 6ksan 1980 were the major steps taken
by GOI and RBI, to improve the availability and essibility of finance for rural

population. Lead Bank Scheme was also introducd®@®.
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Joshi (1985: 75-95) provides another important pentve that earlier to the
policy of ‘social control’ and ‘nationalization’,he commercial banks were being
controlled by large industrial houses as couldriferied from the pattern of ownership,
organizational setup of commercial banks and tigh Iproportion of short-term finance
being provided to trade and well established imikstAs a result, there was mass misuse
of public deposits for private profits and totalghet of investment in rural and priority

sectors like agriculture and small scale industries

It was in this background that the policy of ‘sdaiantrol’ of the CBs came to be
introduced in 1967. Under the policy of ‘social toii the National Credit Council was
setup in February 1963, with the objective of mazing the use of financial resources
while determining and providing for various prigritsectors of the economy viz.
agriculture, small scale industries, self-employtgersons, artisans etc. Ahm@d98: 1)
also reiterates that with the intention of savihg tveaker sections of the rural society
from the clutches of the private moneylenders,Glad nationalized 14 major commercial
banks in 1969. It was expected that these banksdvepread their branches in rural areas

to disburse loans to rural masses for agricultdeakelopment and other allied activities.

Similarly, Ammannaya (1979) states that prior te ttationalization of the major
banks, the banks were lending more to persons onwthe bank directors were interested.
But since then, banks’ lending has undergone aemelous change particularly regarding
to the attitude in lending. Lending by them is pader restricted to one area where the
bank is located. There is shift of the centre avgy of banking development from the
urban to the rural area and deficit state. Thet stdfs in favour of priority sectors like
agriculture and allied activities, small-scale istlies, exports etc. The application of the
concept of performance budgeting to the commefmaaking and linkage between bank
credit planning and development plans are somédefirhportant reforms of the recent

times.

Pandey (1968: 80) explains that presently the Bankgor responsibilities are to
mobilize the rural and urban savings from the sipatlkets of the people and divert these
into productive outlets. If the loans of banks mo¢ channellised in proper directions, they
will not only adversely affect the economic acied in the country but would also
endanger the safety of deposits and existence résbénemselves. Hence, RBI directed
the scheduled commercial banks to achieve a ta@eleploy 60 percent of the deposits

mobilized by them from the rural areas into producactivities in these areas itself. The
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scheduled commercial banks should also ensurentitaless than one-third of the total
outstanding credit should be lent to the priorigcter by March 1979. The James Raj
Report of the Committee on the Functioning of thélle Sector Banks (RBI, 1978)

stressed that the banks should be asked to ainmighar target of 40 percent lending to

the priority sectors in the next 3 year.

The government then decided to divert the bankiegd towards rapid branch
expansion with a rural bias, preferential finandiadhe priority sectors and accepting the

challenges in promoting economic growth throughltheking industry.

In that direction, Ahmad (1998) states that thekbancommission appointed in
1969, headed by Khusro A.M., submitted its report972, which indicated doubts on the
capabilities of commercial banks for extending bagKacilities to rural areas in the near
future. Hence, the establishment of a new classuddl banks was suggested in two
alternative ways i.e. (i) some selected viable PAGfiId be converted into rural
cooperative banks and (ii) by establishing subsieaof commercial banks in rural areas
or by organizing PACS as subsidiary of commercatks. The recommendation of the
commission, however, couldn't be implemented by @@l until 1975 when Prime
Minister Mrs. Indira Gandhi announced a 20-poirdremmic programme which included a
point related to the issue of rural indebtnesset,ahe government with an intention to
obtain suggestions for providing institutional dtew landless labourers, rural artisans,
small and marginal farmers appointed a working caitem under the chairmanship of
Narasimham M. in July 1975. The committee suggesitedsetting up of RRBs with the
main objective of spreading the banking facilities rural areas so as to provide

institutional credit to the weaker sections of ha@ciety.

Thus, RRBs are envisaged to be rural oriented caoiatebanks which would
blend the rural touch, local feel with the rurablplems and low cost profile which
cooperative possessed. The role of this new itistituvould be to supplement and not
supplant the existing financial institutions in tlaeea. It is an attempt to hybridise
commercial banking culture with the rural ethos.B8Rvould cover primarily the small
and marginal farmers, landless labourers, rurasaars, small traders and other weaker
sections of rural society for their productive dtemeeds and to a limited extent the

consumption credit needs.
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In 1989, the Khusro Agricultural Credit Review Coittee (RBI, 1989 a)
recommended the merging of RRBs into the sponsemuercial banks in view of their
intrinsic weakness and built-in non-viability angkation of national cooperative bank. It
also suggested that concessional interest ratesldste applied only to small and

marginal farmers and for other farmers stepped apt@ximum of 15.5 percent.

The Sivaraman Committee to Review Arrangementslrstitutional Credit for
Agriculture and Rural Development — CRAFICARD (RBI981) stated that there had
been increased flow of credit. On its recommendaidBARD was formed in July 1982
by separating Agriculture Credit Department frome tRBI and merging it with

Agricultural Refinance and Development Corporation.

The Narasimham Committee (RBI, 1997) states thertetlis need to redefine the
concept of ‘Priority Sector Advances’. As part diet banking sector reforms, it
recommended that the overall target to the prigégtor advances should be reduced to
the level of 10 percent from the 40 percent. Then@dttee reasons that due to various
reasons such as inadequate development of infcastey poor credit discipline and weak
delivery system, the sub targets fixation has reipdéd to increase the credit flow to
agriculture significantly. However, no decision Hasen taken on this. The Committee
also suggested for a redefinition of the priorigcter to include small and marginal
farmers, tiny industry, small business, cottageusty, rural artisans and other weaker
sections, and refixation of credit target for tiyiup at 10 percent of aggregate bank
credit. It further recommended a review at the ehdhree years to see if the directed
credit programme as well as the concessional isiteete to the redefined priority sector

can be eliminated eventually.

The Report of the Expert Committee on Rural CreNWABARD, 2001)
recommended that the interest rates of Rural Itrfretire Fund need to be cut upto the
level just enough to cover the interest cost ofodép, so that it would be an incentive for
commercial banks to lend to agriculture. RBI shouldke the Service Area Monitoring
Information System statutory for all banks andghert-term and long-term credit need to
be brought under Kisan Credit Card. The committeeograges microfinance through
SHGs, stresses the need to improve recovery ofltiareby helping credit institutions
enhance the flow of credit, stresses the urgerd f@eimprovements in internal controls

and housekeeping in cooperative banks and RRBs guoibers.
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2.3.3. Trends in Agricultural Credit

The Indian banking system is introduced followeddigcussion on the trends in
total institutional and non-institutional credit$ection2.3.3.1.This section also discusses
the trends in the ground level credit flow from ieas RFIs. This is followed by

discussion on the problems in agricultural cradgectior?2.3.3.2.

2.3.3.1. Banking in India and Total Institutional & Non-institutional Credit

In India, accepting deposits of money from the muahd lending or investing the
deposits have been assumed as two major functibmscommercial bank, as per the
Banking Regulation Act, 1949. The banks in India @lassified into scheduled and non-
scheduled banks. The scheduled banks are clasasisgheduled commercial banks and
scheduled cooperative banks, and RBI is the apegrgmg body. The banks included in
the ‘second schedule’ of the RBI Act 1934 are knawgnscheduled commercial banks.
Banks which a) have paid-up capital and reserveobfess than Rs.5 lakhs, b) are either
State Cooperative banks or cooperatives or compamierporated by or under any law in
force in any place outside India or institutionifiet! by the central government in this
behalf, and c) satisfy RBI that their efforts aret rbeing conducted in a manner
detrimental to the interests of their depositorg, aligible for inclusion in the second
schedule of the RBI Act, 1934. Banks not fallinglenthese categories are termed as non-

scheduled banks.

Further, the minimum demand and time liabilitieatth cooperative bank should
have, to qualify for inclusion in second scheduds been enhanced to Rs.250 crore from
Rs.100 crore through the GOI notification datedabet 30, 2003. Thus, there are 55
scheduled Urban Cooperative Banks (UCBs) by theaéidarch 2004 (RBI, 2004: 100),
and there are 16 scheduled State Co-operative Benks March 31, 2003 (Indian Banks
Association, 2004). It may also be noted that utideBanking Regulation Act, 1949 only
Urban Cooperative Banks, State Cooperative BankisGantral Cooperative Banks are
qualified to be called as banks in the cooperaeaor (RBI, 2004).

The structure of Indian banking system is depiatdeig. 2.2.
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Fig. 2.2 Indian Banking System
Source: RBI, 2004 and Indian Bank Association, 2004

As of March 31, 2003, the Public sector banks arén2total, with SBI and its 7

subsidiary banks, 14 major commercial banks nalimed on July 19, 1969 and six

commercial banks nationalised on April 15, 198@eflawo banks merged and so total to
19). The RRBs which were established in 1975 formotal of 196 banks. The private

sector banks form a total of 30, with Old privageter banks 21 and New private sector
banks 9. The Foreign banks in India total to 3@iéin Banks Association, 2004).

Before the nationalization of banks and the madfency approach followed by

the banks, during 1951-52, the informal sourcenaince formed almost 89.4 percent of

the total sources while the formal sources werejigpercent, as seen in Table 2.2.

Table 2.2: Sources of Agricultural Credit (Percent)
S.no. | Source 1951-1952 1960-1961 1994-1995

1 | Money lender 69.7 49.2 7

2 | Trader 5.5 8.8 5

3 | Relatives 14.2 8.8 3

4 | Co-operatives 3.1 15.5 34

5 | Government 3.3 2.6 5

6 | Commercial and RRBs 0.9 0.9 35

7 | Others 3.3 14.2 11

100 100 100

Source: Mathur B.L., (2001), "Institutional Agricultural Finance - Some Issues Analysed", Agricultural
Situation in India, Publication Division, Directorate of Economics and Statistics, Dept. of Agriculture &
Cooperation, Ministry of Agriculture, Govt. of India, September, pp.271-277.
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As discussed earlier, to reduce the exploitatiorthef farmers by the informal
agencies, the government nationalised banks in 48691980, set up RRBs in 1975 and
introduced multi-agency approach. In effect, theirses of credit almost showed a
reversal in their share of the total credit. In 4991995 it is thus, observed that the share
of informal sources of credit has declined to 1&est, while that of formal institutions

has increased to about 74 percent.

As seen in Table 2.3, the average of the total issured during the period 1970-80
by all agencies was Rs. 1687 crores, which has riadstantially to an average of
Rs. 39,977.6 crores in 2000-02. It can also berubdethat cooperatives societies were
already working in rural areas and have contribatieaost an average of Rs. 1,189 crores
in the period 1970-80, while commercial banks afRBR just started out in rural areas
after their nationalization in 1969 and RRBs besetup in 1975 have issued loans only to

an average of Rs. 461.6 crores.

Table 2.3: Direct Institutional Credit for Agricul  ture and Allied Activities — Total

(short-term and long-term) (Rs. Crores)

Year Loans issued (avg. for the period) Loans outstanding (avg. for the period)

Period |Cooperatives| SCBs RRBs Total |Cooperatives| SCBs RRBs Total
1970-80 1189.0 420.6 41| 1687.0 2559 995 168 3572
1980-90 3568.2| 2598.5 377 6757.9 6912.5| 7993.8 867.7| 15773.9
1990-95 7091.8| 5449.8 692.7| 13608.2 13720.3] 18466.7| 2302.4| 33355.6
1995-2000 14222.0| 12499.8| 2146.4| 29472.2 21289.2| 28292.1] 4713.5| 54294.7
2000-2002 17718.5| 17538.6] 4256.0] 39977.6 24779.0 41688.0] 7767.5| 74234.7

Source: RBI (2004), "Handbook of Statistics on The Indian Economy”, Table 52.

Later, the commercial banks have shown high invaket in rural areas wherein
their average loans in addition to that of RRBstifie year period of 2000-02 were to the
tune of Rs. 21,794.6 crores. Whereas, the coopesatiere trailing with an average for

the same period with Rs. 17,718.5 crores.

The increased role can also be noted in Tablev#ych shows the network of
ground level credit flow from RFIs, as of 2000. Thember of PACs are 92,000 and
branches of SCARDBs and PCARDBS total to 1,908. iTinal and semi-urban branches
of scheduled commercial banks are to the tune @d62branches and the branches of
RRBs are 14,485.
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Table 2.4: Network of Ground Level Credit Flow from

Important RFIs

Rural Financial Institutions No. of banks No. of branches Ground Level Credit  (Rs. crores)
1997-98 | 1998-99 | 1999-2000 (P)
I. Cooperative
Short-term
StCBs 29 832
DCCBs 367 12,407 20895 | 12571 14,648
PACs 92,000 92,000#
Long-term
igﬁgggs 19 1,219 }3 100 | 3.386 3,781
S 755 689 )
Il. Scheduled Commercial i
Banks 59 32,962| 15,831 18,443 22,854
Ill. Regional Rural Banks 196 14,485 2,040 2,460 3,329
Total | 1,54,594| 31,956 36,860 44,612

StCBs — State Cooperative Bank
# Not available

* Rural and Semi-urban

(P) Provisional

Source: Report of the Expert Committee on Rural Credit, NABARD,
2001, pg.3

This huge banking infrastructure in rural Indidrigng to help the rural population
to receive better institutional financial suppditis has indeed helped the rural population
in carrying out improved agricultural activitiescareduced the dependence on informal

financial sources, as seen earlier in Table 2.2.

The Report of the Expert Committee on Rural Cr@&dABARD, 2001; 2-4) states
that banks were to open more branches in rurasaesal a large expansion programme
resulted in reducing the average population peklisom 65,000 in 1969 to 17,000 in
1980. As on 2000, a branch of scheduled commebeaiak serves the population of 15,000

on an average, which falls to just 4,700 in ruraba if credit cooperatives are included.

All the information mentioned above clearly indiesitthe massive penetration of
formal institutions in rural India over a period time, since their nationalization.
However, it needs to be noted that though therebkas increased involvement of formal
institutions in rural credit and increase in furglim absolute terms, there has been a
decreasing trend in the agriculture sector creda percent of Net Bank Credit. As seen in
Table 2.5, there has been a decrease from 12.BrgarcMarch 1995 to 11.1 percent in
March 2000.
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TABLE 2.5: Sectoral Deployment of Gross Bank Credit

by Major Sectors

Rs. Crores
Outstanding as on

Sectors March 3f' March March March March March

1995 29" 1996 | 28"1997 | 2771998 | 26" 1999 | 24" 2000
Gross Bank Credit 196, 185 231, 86( 258, 991 388, 2| 342,012 400, 818
Agriculture 23, 983 27,044 31, 442 34, 869 39, 634 44, 381
Agricultural Sector credit
as a % of Net Bank Credit 12.5 11.9 12.8 11.7 11.7 11.1

Source: derived from A —-1.2, T-1.2

Agriculture being a livelihood to majority of Indiapopulation and given the
variety of challenges they face, even 1 percentedse can make a huge impact on their
lives. As discussed earlier, there has been suiatanpact of agricultural performance

on the performance of Indian economy as a whole.

2.3.3.2. Problems in Agricultural Credit

The RFIs are fraught with several problems, in Wwhite poor loan recovery tops
the list of the problems in ensuring the long terability of their lending operations
(Narayana, 1992: A122-A127). The study stateswhiétl defaults which are on the rise
need to be drastically curbed.

Krishna (2001) observes that there is tremendoerease in the loans outstanding
and overdues, “...the loans outstanding have incdedse 9759.30 times in State
Cooperatives Banks (SCBs) from 1951-52 to 19974A@8le in the case of District Central
Cooperative Banks (DCCBs) they have increased kyO22times in the period mentioned
above and in the case of Primary Agricultural Coapee Societies (PACS) loans
outstanding have jumped by 387.52 times from 1951651994-95. Overdues increased
by 380 times in SCBs from 1951-52 to 1997-98, indBS they hiked by 1018.80 times in
the same period and in the case of PACS they inetcd02.88 times from 1951-52 to
1994-95 in India”. Similar problem is observed wmahs outstanding and overdues in
commercial banks and RRBs. The percentage of oesrdurelation to demand was as
high as 41 percent in cooperatives, 51 percentRB&Rand 43 percent in commercial
banks (Kahlan, 1991: 243 - 246).

Apart from the problems of loans outstanding anerdues, Rao and Malya (1980)
and Patel (1989 their research found that the bankers complaai they lack sufficient
empowerment for advancement and recovery of criedik, control over the utilization of
credit advanced, inability to curb farmers attemgtto get credit from two or more

financial institutions due to lack of relevant infzation and the tendency to merely fulfill
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the credit advancement targets within stipulatetetas per their head office rather than

identifying and helping the right beneficiaries.

Still other loop holes in rural financing have beslaborated by Rao and Bala
(1993: 220) in their research. They explain tha Hankers don’t always identify the
deserving beneficiaries due to political pressumsphasis only on meeting credit
advancement targets, dominance of a few influerfaainers over a large share of

agricultural credit etc.

On the other hand, the farmers also experienceshgsl while dealing with
financial institutions. Rao and Malya (1980) ancel&dr (1997), in their research, reveal
that the farmers’ stress on the reduction of irsierates and being practicable on insisting
for repayment within the stipulated time. They pant the need for the standardisation
and simplification of official procedures, need foeduction in administrative and
managerial inefficiencies and delays in banks du&tich they need to frequent bank

offices taking valuable time off their farming adties.

A  study conducted by  Ministry of  Agricultural - GO
(www.agricoop.nic.in/study8.htm), entitled ‘RecoydPerformance of Institutional Farm
Credit in Rajasthan and Andhra Pradesh’, with 1993s reference year, states that the
recovery position among all the formal credit ihgtons has averaged to almost 50
percent and is seriously threatening the basidlitiabf these institutions. They find that
priority is given to repay the loan of private mglemders compared to public institutions,
due to constant pressure and their exorbitantafirterest which they cannot afford to

prolong. Moreover, if not paid in cash they neegag in kind during harvest.

The reasons identified for default in repaymenRejasthan are; low cultivation
income due to uneven and low rainfall during thaary lax supervision by bank
employees, unproductive asset creation using e ldiversion of loan for other purposes,
inconvenient loan repayment schedule, inadequaeyaifed loan, which prompts them to

use it for other purposes and income diverted payealebt from other agencies.

The problems faced by institutions in recovering tbans in Andhra Pradesh
identified are; lack of adequate field staff fotldav-up supervision, while the existing
filed staff are heavily burdened since they haveaeer large number of villages for loan
recovery programme, unwillingness of staff to gordcal areas due to lack of adequate

educational and medical facilities, existing siaffural areas lacking motivation to serve
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these areas, interference of local politicianshm working of cooperatives, frequent crop
failures due to which the income is not sufficiemtepay the loan and priority given to the
repayment of private loans has also affected thayments to the RFIs. It also states that
the absence of any statutory powers in banks tacegrompt repayment is hampering the
recovery performance. “Statutes like the ‘Reveneed®ery Act’ which empowered the
co-operatives to recover the loans would have goloag way in improving the recovery

performance of banks”.

Various committees and researchers studied theeapmblems and suggested
various means for the improvement of the situatibowever, these problems still persist.
Increased rural deposits need to be mobilizedefrtiotivation of the rural banking staffs
is to be further improved, and the rural bankinfyastructure needs to be defined in a
wider sense, if plan targets for agriculture andalrdevelopment are to be ensured.
Shivamaggi (1997) states that, target-wise appraadhguantitative approach has brought
about an unprecedented expansion of branch bankiag,he questions the quality,
efficiency and effectiveness of this spread. Thekbay infrastructure is also presently
measured narrowly as number of branches explainetérims of a simple arithmetic

average of population per branch, number of vikager branch, etc.

The study states that full-fledged banking infrasture for the rural sector would
include adequate premises for the branches withoappte equipment for adopting new
technology for modern banking in big rural and semman branches, strong rooms,
godowns, transport to ensure mobility of staff ¢ove the villages within its jurisdiction,
residential quarters for the branch staff, traifimgbanking and supporting technical staff
with prospects of climbing the carrier ladder obmiotion comparable to that available to
other staff. It becomes desirable to ensure comneetbanking for the rural areas so that
farmers will have a choice of alternative bankinwamnels and low-cost, efficient and
flexible services. In fact, this was the main secenanvisaged while following the ‘multi-
agency’ approach in banking. However, this apprdalaiow meant the presence of many
banks in the same area without any competitionhim teal sense except one bank

snatching away from another bank good and big baro

These are the plethora of issues/problems thatutzé financial institutions are
confronted with. Of all these, we would now focustbe computerization of rural banks
so that some issues like the efficiency and effeaiss of disbursement of agricultural

credit to the deserving beneficiary, recovery pari@ance etc. could be addressed.
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The Report of the Expert Committee on Rural CrdfiABARD, 2001; 4)
identifies certain areas of concern. It states ®fés are not able to reach a large number
of rural poor, are inadequate to support hi-tedigh hvalue agriculture in an era of
globalisation, lack desired linkages with supp@tsystems etc., for example; research,
extension, input supply, processing and marketagemot been developed, financial and
organisational strength of a large number of RRisehweakened and the legal and

regulatory mechanism are inadequate.

The below are the summary of the problems discyssed

» Poor recovery and inadequate follow-up supervifiomepayment

» Crop failures

» Political interference in banking activities, espélg in cooperatives

» Lack of sufficient empowerment of bank staff fovadcement and recovery of credit
» Lack of control on over the utilisation of credavanced

* Multi-financing

* Lack of identification of deserving beneficiarieadadominance of few influential
farmers

« Administrative and managerial inefficiencies witb standard and simple banking
procedures

» Lack of required infrastructure such as godownsygrproads, transportation etc.

2.4.ICT in Agricultural Credit and Management of Rural Financial Institutions

It may be reiterated that ICT is not a panaceaafbproblems. ICT is rather a
resource, that needs to be managed and appropieseraged for increased productivity,
quicker decisions and better customer service (RB0OO b: 1). I that direction, Section
2.4.1 discusses the aspects of ICT for better memegt of RFI leading to improved
organisational efficiency and thus better agriqalteredit management and ICT trends in
banking industry. This is followed by the issues®@T in Indian banking system and RFIs
in Section 2.4.2.

2.4.1. Trends in Management of ICT in RFIs

When discussed on a strategic and national levesident of India Abdul Kalam
and Rajan (1998) state that technology, if deployethe right direction, is the highest
wealth generator in the shortest possible periostréngthens the political, economic and

security structure of the nation. They further estdtat technology can help transform
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multiple areas such as education and trainingcaliure and food processing, strategic

industries and infrastructure in various fields.

Implementation and management of ICT in banks tedlatheir huge data and
appropriate application in all other banking atis has improved their efficiency and
enabled them to provide improved service. Theré gl much faster on-line access to
relevant information for decision-making, monit@inevaluation of operations and
transactions. The use of ICT in banks by develapibns, and foreign banks and private
banks in India like HDFC, ICICI, HSBC etc. haveiftated them to extend improved and
good quality services to their customers at cortigetand profitable rates. In fact, many
Public Sector Banks (PSBs) are speedily implemgrn@T to better compete and sustain

themselves in the market.

Many innovations and developments in ICTs have gbedrand/or improved the
organizational structure and processes. Some pehilCT applications in bank
businesses are; Electronic Payment Systems, EX@stems, Artificial Intelligence
Programs, Virtual Terminals etc. Indian Financia¢tihork (INFINET) managed by
Institute for Development and Research in Bankieghhology (IDRBT) would form a
reliable communication backbone linking banks amarfcial institutions to improve
decision making process and responsiveness (Pa@@@l). As per the Report of the
Committee on Technology Upgradation in the Bankigctor (RBI, 1999) Data
Warehousing and Data Mining Systems should be dpeeland adopted.

Muhammad (2002) states that MIS acts as a suppatid decision making factor
for all levels of management i.e. frontline managatm middle management and top
management, by providing routine reports of différeranches, departments/divisions of
the bank. Data of these reports are generally eéérivom the transaction processing

system at the operational level to meet the neethformation, as depicted in Fig. 2.3.

Objective Appropriate Effective Managelent Achievemen
Information Decision and Better Performance | of Goals
Field Level Branch/Middle Regional Level Bank Level

management level
Fig. 2.3 MIS — Flow of information in banking orgarisation

MIS can aid proper bank management through assegjtanalysing, monitoring

and managing the items to meet the bank’s commisndowards the stake
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holders’/customers of the bank, and also to ass2sompetitors’ activities and strategies
so that the bank management can take realistisidasi and achieve its objectives. MIS
may be computer based for the economy of cost,dyplew of information, timely,

accurate and for quick decision-making. This caratieieved within banks having good

applications and networks of personal computersdtelinked to one-another.

The study proposes that an integrated MIS is neddedbanking sector in
Bangladesh because MIS not only helps the intemaiagement of the bank, but also
assists the Ministry of Finance, Bank of Bangladegfovernment and private
organizations, NGOs, inter-bank transactions, dagancies etc. MIS can also be used to
analyse the psychology of the value customers.stindy indicates that MIS in a bank can
handle the functions such as formulating the bankinsiness policy, interpreting the

banking business policy and implementing the bankinsiness policy.

Computer aids the method of processing and anayd#ta and can also provide
information in a manner that enhances decision ngaklhe study states that MIS can
create an opportunity for lowering of expenditugenbaking available higher quality and
more relevant information regarding customer ansiri@ss prospects. On the basis of the
information, top level management can play a sigaift role in the efficient management
of financial products. The study emphasizes thatftindamental objective of the MIS is
to sustain unilateral control over the decision m@lprocess, while properly utilizing the
existing manpower to adopt changes. MIS can maitank personnel to render better

services to the banks internally and customersreailg.

Padwal (1999-2000) states that the management wmdd to have databases of
costing and pricing of various services and prasludtered in different market segments
on one hand and preferences of customers provigedebmarketing information system
on the other, to plan and monitor the profitabifityiction of the bank. On ability to profit
and enhance productivity with cost reduction, thuelg states that IT should be applied in
crucial functional areas such as, a) Credit managem private sector has been able to
provide quick delivery of credit with attractivetémest rates vis-a-vis public sector banks,
due to IT. IT is used for quick disposal of cregitoposals of customers, better
identification of “good” customers and for bettecovery management, b) Asset Liability
Management (ALM) - in the market-driven busineskMAis very important for interest
rate sensitive banks, since IT has given easy adoesissessing options and helping the

investors make the optimum choice, c) Internatiof@ex and NRI deposit business —
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which need effective and secured telecommunicatienwork, d) Investment Portfolio
management - which uses computerised modelling gement, e) Non-fund based
services - such as EFTs, credit cards etc. whiehbased on IT-based innovations in
products and service, and f) New Portfolios — Safew venture capital financing,
financing software exports etc. which need late&irmation system, among others. The
study also very clearly states, “IT products andises have ensured the development of
MIS/DSSI/EIS for improved managerial effectivenesficiency and productivity leading
to better profitability”.

These being the benefits, it is apt to analyse anderstand the Return on

Investment (ROI) and Cost-Benefit Analysis for iemplentation and use of ICT in banks.

Bhanu (2001: 281-288) states that banking, beirsgraice-oriented industry, is
characterized mostly by a series of intangiblevédets to offer better financial products
and customer service. And so are the payoffs fromestment in ICT, which have a high
content of intangibles, and are generally long tamd strategic in nature. The work on
ICT investment payoff to a large extent is an afieto put a value on the benefits from
the ICT, though these values are not always expdess monetary terms. Lot of ICT
benefits like innovation and coordination is stgatein nature and a firm’s success is a
function of its information and use of ICT.

However, it is difficult to justify the expendituren ICT systems. ROI in other
traditional assets can be measured by hard andifigidle rupee benefits that will appear
on the firms’ income statement. But for measurimgestments in ICT the focus shifts to
measuring indirect, diffuse, qualitative and thentogyent impacts that are difficult to
quantify. The reason for this is the characterisfiche ICT itself. The study states that
implementation of ICT and benefits accruing fronanié a continuous process, where the
end results are not apparent at earlier stagesthenday the system takes shape is often

different from what was anticipated.

Muhammad (2002) describes four different methodsvaduate the benefits of ICT

investment.
1. Multi-Objective, Multi-Criteria: Here the general measure of utility, which is ced
as the satisfaction of individual's preferencesisployed. Preference weights are

applied to rank each of the goals for which they satisfied and which is/are closest
to their desired outcome.
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2. Value Analysis: This method emphasises values rather than codtassumes that
most successful innovations are based on enhaneaiog added rather than on cost
savings.

3. Critical Success Factor: It tries to explore the factors which in the opmiof the
executives are critical to the success of the legsirand in particular, the factors that
are important for the functions and the activitis which the executives are
responsible. These factors are ranked in termheofavels of importance. It involves
comprehensive interviews of key managers to obtheir views about business
mission, objectives and current problems. Afterititerviews, the managers’ opinion
are cross-tabulated, compared and agreement alystgns investment priorities
emerged.

4. The User Satisfaction Method: This method measures the extent to which the users
believe the information system available to thenetméheir information requirements.
The decision to install an information system nsitates a choice of mechanisms to
determine whether it is needed, and once implerdentdether it is functioning

properly.
Bhanu (2001) very aptly states that the problencagturing intangible benefits
from ICT could be tackled to some extent by propkfinition of benefits and

development of proper unit-of-measure.

The Report on Trends and Progress of Banking imal(@BIl, 2000 a: 34) states
that “IT has wide ramifications for an entire ganuitissues concerning the banking
sector...The switchover from manual operations tabét and time-saving operations has
to be rendered possible through appropriate agicaf IT...And all this is expected to
give rise to efficiency advantage over a periodilme and to act as a driving force for

gradually reducing the digital divide between thet and urban segments of the society.”

The Rangarajan’s Committee | and Il on Computeiopaand Mechanization of
Banks in 1983 and 1989 (RBI, 1983 & 1989) emphaksthat computerization is a must
for Indian banks and needed to be introduced atdbharegional, zonal and HO levels.
Apart from that, the use of BANKNET — 1991 was ateoommended for several intra-
bank and inter-bank applications like fund transéeedit and authentication. The use of
cash dispensers, ATM at strategic locations likeoaat & railway stations was also
recommended. The Narasimham Committee (RBI, 199890 andorsed the views of
Rangarajan Committee that there was an urgent fozed greater use of computerised
systems in Indian banks. Computerisation is arspehsable tool for the improvement of
customer services, and it is an essential requimefoe banks to function effectively and

profitably in increasingly complex and competitevironment.
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However, it would be interesting to note that therld Bank Review Team during
its visit in February 2001 had observed that thematerisation efforts of the public banks
had largely gone into house keeping areas like #@@lping and reconciliation. The
computerisation aspects was mostly focussed onwaaed installation and not fully
reflected in productivity. It was observed thatréhavas lack of integration of the public
banks IT strategy to their business strategieshamde recommended that RBI take a lead
role to integrate them (RBI, 2003).

Gulati (2001) very lucidly tabulates the variouspmntant committees in the area

of banking technology, highlighting the focus acé@ach of them, as shown in Table 2.6.

Table 2.6: Important Committees in the area of Bank  ing Technology in India

Sl. no. | Year | Name of Committee Focus Area

1 1985 | Rangarajan Committee (1) Customer serviad @eveloped two models of
branch automation which were implemented

2 1988 | Rangarajan Committee (I1) Detailed plan domputerisation of banks and

also extend automation to areas like e-mail, funds
transfer, BANKNET, SWIFT, ATMs etc.

3 1982 | Damle Committee MICR/OCR technology intraetlicfor chequs
processing
4 1987 | Committee on communicationh Setting up packet switching network, BANKNET

network for banks and SWIFT| and implementation of SWIFT
implementation

5 1994 | Committee on technologyntroduction of MICR clearing at all centers,
issues relating to Paymepestablishment of EFT with BANKNE]
system, cheque clearing apdommunications network as its carrier, etc.

securities settlement in the
Banking Industry

1

6 1995 | Committee proposingrelt the need for new regulation for regulating,
legislation on EFT and otherdefining and determining the rights and obligations
electronic payments of the EFT.

7 1994 | Saraf Committee Introduction of MICR clegrat all centers with

more than 100 bank branches.

8 1998 | Committee on TechnologyCommunication infrastructure and usage | of
Upgradation in the BankingINFINET, standardisation and security,
Sector computerisation of government transactions,

outsourcing of technologies and services, Data
Warehousing, data mining and MIS, legal
framework for e-banking, etc.

On aspects of returns on ICT investments, PadwabD1(R has very clearly
elaborated in his comparisons of Level of IT anduRe on Investment. The study has
stated that ROI is maximized when it is used ndy @or routine operations of Electronic
Data Processing (EDP) resulting in efficiency imjgnments, but also for decision making,

resulting in improving effectiveness of the orgai@ns and ascertaining complimentary
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role of IT. Further, it should be used for R&D ftioos, innovating new products and

services, meeting emerging demand, thus encouragiogative role of IT.

Consequent to Central Vigilance Commissioner’st@Vitl998) communication of
1998 that 70 percent of the banks business aesvitieed to be carried out through
computers, most of the banks have speeded upithgiementation of ICT to meet the

above target and thus, to gear up to the increasarget competition.

Singh (2002) states that the innovations of e-bamiproducts like Internet
banking, Telebanking, Electronic funds transferedir cards, Debit cards, Smart cards,
ATM and Cash management services etc. have manemryethannels efficient leading to
customer satisfaction and delight. The study furitates that ICT have enabled banks to
be more customer oriented, but points out thatdbas has been only in metro and urban
customers neglecting the rural clientele. The stidyg provides the status of the adoption
of information technology by the Indian bankingtsys as of 38 September 2001. This
is compared to that as of 83Geptember 1998 (NIBSCM, 1999) as seen in Table 2.7

Table 2.7 Comparison of status of IT adoption in In  dian banking industry

As of 3d" As of 3¢"

Sl. No. Items September 199§ Septanber 2001
(Nos) (Nos)
1 Total number of branches (excluding RRB’s) 45,439 46,426
Partial computerisation at branch level

2 (ALPMs/EIer:tronic Accounting Machines/PCs) 6,961 13,218
3 Number of fully computerised branches 3,668 9,777
4 Total ATMs installed 194 895
5 On-line terminals at corporate sites installed 084 3,354
6 Credit cards issued 8,59,223 8,75,788
7 Smart cards issued 323 8,097
8 Debit cards (as ATM cards) issued 32,115 2,13,05
9 Branches covered by RBI EFT Scheme 3,011 3,536
10 Branches connected to other networks 970 2,335
11 Nodes on VSAT Network for Industry 54 2,023
12 Nodes on RBINET in banks 148 109
13 Branches connected to SWIFT 568 869

Source: www.indianbanksassociation.org

The number of computerised branches has increasathinst 166 percent from
3,668 in 1998 to 9,777 in 2001. Similarly, the t&&Ms installed have also increased by
360 percent from 194 in 1998 to 895 in 2001. It ¢Ans be seen that Information

Technology has crept in nearly 50 percent of tetines in commercial banks as of'30
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September 1998. However, various e-banking prodiketsATM, credit cards, debit cards,
smart cards, branches connected to EFT etc. agnifisant when compared to the size of
Indian banking system. There is a clear indicattwat there has been increased use and

role of IT in the Indian banking sector but more¢seded.

Syamali (2004) in her survey of 60 bankers in wasibanks viz. SBI, 0B, ICICI,
UTI, GTM etc. in the city of Tiruchirapalli has fad that 65 percent opine that the
technology has increased the customer base. 62rmiestate that the main criteria for
success is customer relations as against only 28empk attributing to technology
innovation and 51 percent state that on-line bapksessential to maintain customer
relations. This indicates that the customer refatiare very important for success and
technology is enabling better customer relationgmignagement. On the reasons for
offering on-line services, 39 percent attribute tbason to satisfy existing customers and
38 percent attribute to win over competitors. 41cest state that on-line service has
reduced the personal visits of the customers. Tieabnology is found to be beneficial to
the bankers.

However, the above computerization has been mstiyban areas. Customers of
these banks are now benefited in terms of easeipifiey and better services due to
computerization of banks. It needs to be noted kewehat the transition period from the
earlier manual operations to computerized systeas dffected the banking services
leading to delays etc. This is due to a varietfactors like the need of trained staff to use
the computers, need of technical staff to mainth@ computers, need for appropriate
qualified personnel as executives, and unlearnhmg dald and relearning aspects of
performing banking activities with the use of neswmputer systems, among others. These
issues are broadly discussed in the following sacti

2.4.2. Issues of ICT in Indian Banking System and ial Financial Institutions

Bandyopadhyay (NIBM, 1997; 323-362) discussing #helution of ICT in
banking states that the process of IT applicatias delayed in Indian commercial banks
due to objections from unions. There was complagtrast between the management and
the staff due to which agreements were the restilbgrgaining rather than understanding
of mutual needs and potential benefits. They didatlow for redeployment of staff from
the computerised branches and that led to overggaifi computerised branches. On the

other hand, the bank management didn’t utilise¢feased time due to computerisation of
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the staff well for the growth of business, improwethof customer service. Majority of the
people working in banks have very little understagdf computers and benefits of IT.
There is severe lack of motivation to make IT dffec Thus, among others, he states that

there is need for proper training and orientation.

The Report of the Expert Committee on Rural Cr@dABARD, 2001) states that

RFIs suffer from poorly motivated and inadequategined staff. The selection of the
bank leaders (cooperative CEOSs, lead bank managdR&®kB chairman), motivating and
training of personnel, incentives and provisiomudfdern tools and facilities are the areas
in need of greater attention to help improve tlfienctioning and effectiveness. It states
that operating units of cooperatives and RRBs medallow uniform practices and should
computerise their back office operations. To overedhe shortage of staff, the committee
recommends contracting out labour intensive jobd emmputerisation. The committee
states that the rural branches are manned by inatkdyg motivated staffs who unwillingly
serve out of sheer necessity of completing the muma term of rural posting.
Interestingly, it is of the opinion that due to tleek of computer literate staff, RRBs

should not go for large scale computerisation®bianch operations.

Singh (2002) very lucidly lists the various issgescerning the computerisation of
RFls. They are; high capital expenditure, high cofttransaction, the rural banking
considered as unviable, the business levels areth@wstaff productivity is low, the staff
lack skills to deal with technology, lack of inftagcture such as power, telecom facilities,

lack of service support for e-banking solutions #relcustomers are illiterate and ignorant.

Shastri (2003) states that the expansion of bartksremote areas of the country,
where the logistics continue to be handicaped, gddo be one major stumbling block.
Another major problem that the banks face is theability to retain the trained and
talented personnel. Technology has also broughserurity’ concerns and he suggests
that banks ought to have in place a well-documestamlrity policy including network

security and internal security.

On the Human Resource aspects, the Vision 2010, (B8A4) states that since the
Indian banking industry is witnessing a paradignft $in Systems, processes and strategies,
it is imperative that the new competencies and litipas need to be created on an
on-going basis. Hence, an environment of contindeaning would have to be created so

as to enhance knowledge and skills. It statesthi@apresent reward and compensation is
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not linked to skills and performance, and sugg#ss it should be such that it attracts,

recognises and retains the talent, and which iswansurate with performance.

Apart from identifying power and telecommunicatias major challenges for ICT
in rural areas, Shroff (2004) states that the aggrdowards IT infrastructure in the rural
areas may have to be different from the one beguapted for cities. The study further
suggests that “Conglomeration of facilities, sustftamputers, smart cards facilities etc, at
kiosks — possibly at telephone kiosk - could beugid as feasible options with the

participation of the educated unemployed rural gontthe setting up of such facilities.”

Thus, although the costs are high and returns gittéa) there is the need to
implement ICT in rural banks to gear up to the gloloompetition in the era of
globalization and liberalization in general, andriprove management, disbursement and
recovery of agricultural credit in particular. Itagn be reiterated that Indian economy is
dependent on agricultural performance wheredteris paribus, credit forms a vital input
among others, which was briefly discussed in Chabtier deriving the objectives of the
study. Hence, it is imperative that agriculturaddit, by appropriate management of ICT
in banks, is made available to the deserving beiaeies at right time, right place, in right

guantity, at right cost and in right institutiorfarm.

2.5. Limitations of the existing Literature

The following are some of the limitations and gapthe existing literature as may

be observed from the above survey.

1. The importance of agricultural credit for agricuétligrowth and development has
been well brought out in the above literature. Hesve there has been inadequate
attention to the means of improving the flow ofiegitural credit and monitoring
the same for timely delivery of agricultural cretbstering accelerated agricultural

development.

2. The problems in agricultural credit, both from thankers as well as from the
farmers perspective has been analysed above. disrteebe however studied how
these can be addressed by appropriately cleariagbtitienecks in the banking

transaction processes and improving the variowd hanking functions.

3. Though the need and significance of implementin@ I€ urban banks is strongly
felt for the benefit of the bank, the same is ipddely felt in the case of RFIs. It
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thus need to be studied how ICT can play a importae to evolve a system which
can improve and speed up the process of agriculenedit sanctioning and

recovery.

Thus, there seems no significant study performedhenuse, management and
benefits of ICT specifically in RFIs that has comeelight during the literature survey.
Hence, there is need for a study which not onlyeustéinds the beneficial role of ICT in
urban areas, but also draw motifs from them forrepgate implementation and
management in RFIs. It needs to be examined whetheh implementation and
management of ICT in RFIs has beneficial effectitsnoperations as well as deliver

improves services to the rural populations.

Hence, this study is an attempt to examine thenpials and constraints of
implementing ICT in RFIs, especially Cooperativel @ommercial banks. It attempts to
understand the role of ICT and its management ftecttve and efficient flow of
agricultural credit for the development of farmicgmmunity and the rural populations at

large.
2.6. Conclusion

Agricultural performance forms a very important stituent for the overall growth
of Indian economy. Realising this, massive poliayd aground level initiatives were
undertaken by Gol and RBI to place needed infratire for rural development. Many
RFIs have expanded extensively in rural areas ter ohffordable credit to the
agriculturists and free them from the exploitatprévate financial sources. Though these

initiatives are commendable, they are inadequaldranght with many problems.

RFIs need effective management of the existinguess and they should be
capable enough to handle future challenges andimes® more efficiently and effectively.
Additional financial support with measures to eesirreaches the right beneficiary at
right time in right quantities, along with the stgthening of the existing rural
infrastructure can stimulate growth in the rurabremmy. Appropriate implementation and

use of ICT in RFIs can enable them to achieve dmees

Drawing motifs from the urban banks for providingproved banking services,
implementation of ICT in rural financial institutie could also improve their functioning,
efficiency and effectiveness. It also involves axtra effort to maintain the rural

customers’ database and analyse their banking itasiv which would prove very
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supportive to identify the right beneficiary, offamely credit, increase the chances of
repayment, introduce innovative incentives and evadttractive schemes. Thus, ICT
could help the bank managers to take the rightst®t so that only deserving
agriculturists are extended the credit facilitydahe wilful defaulter and other fraudulent
activities could be avoided. It can thus be obstithat the ICT implementation in RFIs is
not only beneficial to the banks but also enalifes trural customers to take active part in

rural economy, leading to their empowerment andalveural development.

With the above conceptual and empirical backgroutids research broadly
addresses the role and management of ICT in REdigcussed in Chapter 1, primary
data is collected from the customers of selectel$, RRe bank mangers, the ITS and the
TM. The demographic, socio-economic, geographidilprand network of rural banking
in the districts of AP, where the primary data vemdlected, is discussed in the next

chapter.
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CHAPTER 3

PROFILE OF COUNTRY, STATE, DISTRICTS AND THEIR
BANKING & CREDIT OPERATIONS

3.1. Introduction

This chapter provides a broad profile of India,dAra Pradesh in general and the
districts in AP where the survey is conducted, antipular. AP is geographically divided
into three regions viz. Coastal Andhra, Rayalseam# Telangana. Chapter | discussed
the rationale for choosing the representative idistiin the each of this region for the
study. Thus, the study is conducted in the WestaBad district of Coastal Andhra
region, Chittoor district of Rayalseema region aXizamabad district of Telangana
region. The profiles of these districts are alsoably compared towards the end of the

chapter.

Thus, this chapter provides a perspective of thes awhere the research is
conducted and the outcome of the study needs tanbf/sed in light of the discussed

demographic, socio-economic, and geographic chaatits of the region.
3.2. India (Gol, 2002)

3.2.1. Introduction

Over a period of 54 years from its Independencdialhas become self-sufficient
in agricultural production and is now the tenthusttialised country in the world and the
sixth nation to have gone into outer space to cenqature for the benefits of the people.
As the seventh largest country in the world, Ingiands apart from the rest of Asia,
marked off as it is by the mountains and the sdaiclhwgive the country a distinct

geographical entity. The map of India can be refitin A — 3.1.

3.2.2. Area, Climate, Rainfall, Rivers, Forest andPopulation

India covers an area of 32,87,263 sq. kms. extgnétiom the snow-covered
Himalayan heights to the tropical rain forests e south. The climate of India may be
broadly described as tropical monsoon type witlr &@asons; a) Winter from January to
February, b) Hot weather summer from March to MgyRainy south-western monsoon

from June to September and d) Post-monsoon, alswrk@s north-east monsoon in the
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southern Peninsula from October to December. Téugdcbe attributed, among others to

rains due to two seasonal winds — the north-eassoun and the south-west monsoon.

Rivers in India may be classified as; a) Himalayaers, b) Peninsular rivers, c)
Coastal rivers and d) Rivers of the inland draind@sin. The Himalayan rivers are
perennial as they are generally snow-fed and haaesonable flow throughout the year.
The pennisular rivers are generally rain-fed amdedfore, fluctuate in volume. The coastal

streams, especially on the west coast, are shthgth and have limited catchment areas.

The streams of the inland drainage basin of wefRajasthan are very few and far
between. The Ganga sub-basin which is a part ofatlge Ganga-Brahmaputra-Meghana
basin is the largest in India receiving waters framarea which comprises about one-
quarter of the total area of the country. The Gadam the southern Pennisula has the
second largest river basin covering 10 percenthefarea of India. Next is the Krishna
basin, followed by the Mahanadi basin in termshefirt size. The basin of the Narmada in
the uplands of the Deccan flowing to the Arabiaa &ed of the Kaveri in the south falling
into the Bay of Bengal are about the same sizeighavith different character and shape.
Two other river systems, which are small but adnirally important, are those of Tapti in
the north and Pennar in the south. These west-coass are of great importance as they

contain as much as 11 percent of the land area.

The total forest cover which includes dense foregpen forest and mangrove is
estimated to be 63.73 million ha. This constitut®s39 percent of country's geographic
area. Out of this, the dense forests accounts .#81dercent, open forests represent 7.76
percent while mangrove forests 0.15 percent angbshare 1.58 percent. There has been

an increase of 3,890 sg. km. of forest cover batvl&®7 and 1999 assessment.

India's population as orf"March 2001 stood at 1,027 million, comprising 851
million males and 495.7 million females. India agets for a meager 2.4 percent of the
world’s surface area of 135.79 million sq. kms. iysupports & sustains a whopping 16.7

percent of the world population. The populationgignof India in 2001 is 324 per sq. km.

3.2.3. Land Utilisation / Cultivation, Cropping Pattern and Banking System

According to land use statistics available fromtega area under forests had
increased from 404.8 lakh ha. in 1950-51 to 688kh Ilha. in 1997-98. Net sown area
increased from 1,187.5 lakh ha. to 1,420.2 lakh dw&ing the same period. Broad

cropping pattern indicates that though foodgraiasehpreponderance in gross cropped
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area as compared to non-foodgrains, their relatha&e came down from 76.7 percent
during 1950-51 to 66 percent during 1997-98.

The three main crop seasons are kharif, rabi andr&r. Major kharif crops are
rice, jowar, bajra, maize, cotton, sugarcane, sesamd groundnut. Major rabi crops are
wheat, jowar, barley, gram, linseed, rapeseed amtard. Rice, maize and groundnut are

grown in summer season also.

Commercial Banking system in India consisted of 8fileduled banks (including
foreign banks) as on December 2000. Over the pa&ifddarch 1999 to March 2000, the
number of scheduled banks decreased by four. Anadh¢he scheduled commercial
banks, 223 are in public sector and these accoumttfout 82 percent of the deposits of all
scheduled commercial banks. There are 196 RegiRual Banks (RRBs), specially set
up to increase the flow of credit to small borrosver the rural areas. The remaining 27
banks in the public sector are regular commercehkb and transact all types of

commercial banking business.
3.3.  Andhra Pradesh(NABARD, 2004)

3.3.1. Introduction

The state lies in the tropical region boundedhigyBay of Bengal on the East with
a coastline of 974 kms., the states of MaharastnidaKarnataka on the West, the states of
Maharashtra, Orissa and Chattisgarh on the NomhTamilnadu in the South. AP is the
fourth largest state in the Indian Union in ternfsacea and fifth largest in terms of
population. Three distinct physical regions canidentified considering the contours in
the states’s topography. The coastal plains coons$itie best agricultural lands covering
about 35 percent of the area of the state and dsimgreverine and coastal alluvium and
red soils with the altitude rising upto 150 m abovean sea level. The peninsular plateau
covering 52 percent of the state’s area is lyinghivi an altitude of 150 to 600 m
comprising numerous hills, seasonal streams ardétdine Eastern Ghats account for 13
percent of the area with altitudes ranging betw&@hand 900 m covered by forests and a
series of broken hills and ridges. AP has 23 distrclassified under 3 regions, viz.
Telangana (10 districts), coastal Andhra (9 digji@and Rayalseema (4 districts). The

map of Andhra Pradesh can be referred in A — 3.2.
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3.3.2. Area, Climate, Rainfall, Rivers & Irrigation, Soils and Forest

Andhra Pradesh has an area of 2.75 lakh sq. kawsnirfg 8.4 percent of total
geographical area of the country. The state hasehend longest coastline of 974 kms.

among all the coastal states of India.

It has a tropical to sub-tropical climate. Humedsemi-humid conditions prevail in
the coastal area while in the interiors of theest#fte climate is arid to semi-arid. The
interior plateau areas have hot summers with xaBtipleasant winters. The rainfall
received in AP during the South-West monsoon in2208 was 412 mm against the
normal rainfall of 634 mm (-35 percent). During 3204, all the 22 rural districts except
Adilabad received deficient to scanty rainfall. THerth East monsoon gave excess rains
in Mahaboobnagar, Ranga Reddy and Kurnool distriztgl normal rains in Nellore,
Cuddapah, Chittoor, Medak, Nalgonda and Prakasatmiais. Remaining 13 districts

recorded deficient rainfall.

Andhra Pradesh has many rivers, the most impobeing the Godavari, Krishna,
Vamsadhara and Pennar. The state’s share of ddgerfttavs is estimated at 2,746 tmc.
The gross irrigated area during 2000-01 was 5%kb ha. as compared to 57.45 lakh ha.
in 1999-2000. The net area irrigated also incredeed5.28 lakh ha. in 2000-01 from
43.84 lakh ha. in 1999-2000, the increase beingp8r8ent of net irrigated area to net
cultivated area. The ground water potential avéldibr irrigation is estimated to irrigate
41.96 lakh ha. The present exploitation level ipé4cent irrigating 26.93 lakh ha. There

are more than 20 lakh agricultural pumpsets opeyaiti the state.

AP is endowed with a variety of soils ranging frmghly fertile and productive
delta alluvial to black and red soil. The red scoiser over 66 percent of the state mainly
in the Rayalseema region. This type of soil hasva hutrient content. The black soils
cover another 25 percent of the area which ardrdined. Deep black cotton soils are
found in the Telangana region. The alluvial loamgycsoils found in Krishna and
Godavari deltas cover 5 percent of the land. Thestad sands occupy 3 percent. The

laterite soils are just 1 percent and are seeniardgrtain pockets.

The forest cover is 63,827 sq. kms., which is o02B/20 percent of the total
geographic area of AP. Teak and sal forests coudb %Bq. kms. and 47 sq. kms.

respectively and balance 54,635 sg. kms. is clads#s other broad leaved forests.
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3.3.3. Land Utilisation / Cultivation, Cropping Pattern and Population

The net area sown in AP was 111.15 lakh ha. (4&xéemt of geographical area) in
2000-01 as against 106.10 lakh ha. in 1999-200Qvisigoan increase of 4.8 percent.
During 2000-01 the gross cropped area was 1355 Ha as against 130.23 lakh ha in
1999-2000. This was due to increase in area urodlgrains and oilseeds. Of this, area
under food crops was 76.73 lakh ha. and the redérunon-food crops. The cropping

intensity was 122 percent.

The area under foodgrain crop in 2000-01 increasetb.73 lakh ha. from 71.40
lakh ha. in 1999-2000. Rice and jowar are the stégbdgrain crops accounting for about
two thirds of total area under foodgrain crops. @hea under foodgrains in kharif 2001-02
was 41.31 lakh ha. as against 50.35 lakh ha. iM-2001 showing a decrease of 18

percent.

The state with a population of 757.27 lakh as @#12census is the fifth largest
state in the Indian Union. It is the largest amtrgystates in the southern region in terms
of area and population. The state has registegedvath rate of 13.8 percent in population
between 1991 and 2001 which is lower than the natigrowth rate of 19.5 percent. The
population density of AP is 275 persons per sq. (2001 census).

3.3.4. Banking Network and Review of Ground Level €&dit

AP is served by 48 Commercial Banks with 3984 tines, 16 RRBs with 1149
branches, 1 State cooperative Bank with 24 branck2District Central Cooperative
Banks (DCCBs) with 575 branches, and two Local ABaaks with 11 branches. As on
31° March 2002, there were 5743 bank branches (exaudiban Cooperative Banks) of
which 2811 branches are operating in rural aregrevias 1296 are operating in semi-
urban area and the remaining 1636 are urban/méditexpdoranches. Besides these, the
A.P.State Finance Corporation with 22 branchesar@dGirijan Cooperative Corporation
with 13 branches are also functioning in the Stéte.per census 2001, the average

coverage of population per branch is about 15,@@p|e.

The ground level credit flow for the last 5 yeargjiven in Table 3.1.
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Table 3.1: Ground level credit flow from 1997 to 20

02 — Andhra Pradesh

S.no.|Year CBs CooperativesRRBs APSFC | Total Growth rate (%)
1 1997-98 | 2,900.80| 1,502.74 512.94 87.69 5,004.17.691

2 1998-99 | 4,128.58| 1,672.86 551.24 138.32 6,491.00.72

3 1999-00 #| 4,586.29| 2,941.53 841.10 * 8,368.92 295.

4 2000-01 #| 4,097.11| 2,909.40 964.33 * 7,970.84 4.%p

5 2001-02 #| 7,792.19| 2,694.06 1,216.49 301.568 #232050.59

* APSFC separately not available and clubbed wigts C
# Source: Sate Level Bankers Committee, AP, Andhra Bank2208.

It shows an increasing percentage of growth of iggolevel credit from 11.69
percent in 1997-98 to 45.29 percent in 1999-20Gfwéver, there was a negative growth
rate of 4.76 percent in 2000-2001, followed by mereased growth rate of 50 percent in
2001-2002.

3.4. West Godavari district in Coastal Andhra regim of AP (NABARD, 2003&2004 a)

3.4.1. Introduction

West Godavari district is one of the coastal ragiof Andhra Pradesh, which lies
in between the Godavari Western delta and Krishaatetn delta. The district is
surrounded by river Godavari on the East, Khammaatnict on the West and North, and
Krishna district and Bay of Bengal on the Southcdhstitutes 46 mandals, of which 22
are in delta area and 887 are inhabited villagess b premier district in agricultural
production accounting for 11 percent in area and pé&rcent in rice production in the

state of AP. The map of West Godavari district sameferred in A — 3.3.

3.4.2. Area, Climate, Rainfall, Rivers & Irrigation, Soils and Forest

West Godavari district has a geographical areg786 sq. kms. This is divided

into 46 mandals of which 22 are in delta area. @lage 887 inhabited villages.

The climate condition of the district is an extestype under tropical zone with
high to very high temperatures in summer to anrexté 48 C. While its fairly cool
climate towards hilly area of Polavaram and adjairnparts of Bay of Bengal in southern
part of the district. The normal rainfall of thesttict is 1153mm of which the South West
monsoon contributes to an extent of 69 percenttiN&astern monsoon 24 percent
besides winter and hot weather period of 7 percEme. district however is prone to the
constant threats of cyclones & droughts, makingdiue yield prospect critical. During

rabi 2001 more than 50 percent of the mandals wewerely affected by drought and
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during kharif 2002 the district administration hdsclared 17 mandals as affected by
drought.

Godavari is an important perennial river with lisanches, Gowthami Godavari
and Vasist Godavari covering 36 sq. kms. passhrgugh Polavaram, Talapudi,
Kovvuru, Changalu, Nidavole, Undrajavaram, PeryallPenugonda Achanta,
Yallamanchalli and Narasapuram mandals. Tammilexss@s through Lingapalem and
Pedavagi mandals. Another river Upputeru passesigir Akiveedu, Kaila, Bhimavaram

and Mogaltur mandals.

The entire irrigated area in the district is betmyered by Godavari Western delta
and Krishna Eastern delta (85 percent of the athkid land), besides dependable bore well
and filter points (15 percent of the cultivated darwith copious underground water
potential. About 80 percent of the net cropped aseander irrigation. Apart from the
existing facilities, Kovvadkvalva, medium irrigatigoroject, Thootigunta and Polavaram,
lift irrigation schemes through RIDF are being impented to bring more area under

irrigation command.

The soils are richly fertile alluvial black regundared ferrugenous besides small
belt of arenaceous sandy soils along the coastalMie alluvial soils are contributing for
higher production. The district has a forest cavie812 sq.kms. of the total geographical
area of 7796 sq.kms. forming 10.48 percent of ¢ke farea.

3.4.3. Land Utilisation / Cultivation, Land Holdings, Cropping Pattern and
Population

The average cultivated area is 4.10 lakhs ha. amstgthe geographical area of
7.80 lakhs ha. The cultivated area works out t@é&®ent as against the state average of
37 percent. This is mainly because of higher ititga potential created through canal

irrigation from Godavatri river, through bore wedlsd irrigation tanks.

There are 4,58,295 land holdings of which 77,648 lass than one ha. and
3,13,410 are between one ha. and 2 ha. and 6&[#8/& 2 ha. accounting for 21 percent,

28 percent and 51 percent of the land respectively.

The total cultivated area is 4.50 lakh ha., of wH2c50 lakh ha. is sown more than
once. Thus the gross cropped area is 7.0 lakhdddyPis the major crop with a normal
area of 2.63 lakh ha in kharif and 1.96 lakh haaibi, followed by sugarcane 0.30 lakh
ha., tobacco (VFC) 0.15 lakh ha, maize 0.10 lakhahd cotton, chillies, green gram,
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groundnut etc. in the remaining area. Table 3\&gthe average area under various crops

in 2003-04.

Table 3.2: Average Area under Various Crops (2003-2 004) — West Godavari
district

Sl. no. Crops Kharif (ha) Rabi (ha) Total (ha)

I. Food Crops | Paddy 2,63,566 1,95,820 4,59,386
Maize 9,997 9,997
Sub Total 2,63,566 2,05,817 4,69,383

Il. Pulses Red Gram 476 476
Green Gram 123 2,779 2,902
Udad 232 4,565 4,797
Sub Total 831 7,344 8,175

1. Oil Seeds Ground nut 877 4,069 4,946
Sun flower 450 450
Sub Total 877 4,519 5,396

IV. Others Sugarcane 29,789 0 29,789
Chillies 5,556 5556
Tobacco (local) 8,797 8,797
Tobacco (Virginia) 14,282 14,282
Sub Total 877 4,519 5,396
Grand Total 2,95,063 2,46,315 5,41,378

As per the 2001 census, the population of the V&estavari district was 37.96
lakhs of which 19.06 lakhs were males and 18.9@ddkemales. The literacy level was
73.95 percent. The literacy level among the mals ®&.43 percent as against 69.45

percent in females.

3.4.4. Banking Network and Review of Ground Level €&dit

There are 22 Commercial Banks, one RRB and onep&ative Bank with a
branch network of 255, 17 and 32 respectively, ajpey in the district. Of the total
branches 168 are in rural area, 90 are in semiaualbd 46 are in urban area. All the three
agencies present in the district are providing sonfarmers for production activities and
investment activities. Andhra bank is the Lead Bartke achievement under the Credit
Plan was 82 percent and recovery over 70 percéetDICCB of West Godavari district is
DCCB Eluru and is earning continuously profit foetlast three years which is classified
under ‘A’ audit classification. The DCCB Eluru h&65 affiliated cooperative societies
out of which 265 are PACS and 27 PWCS. Table 3@siges the performance indicators

of the credit delivery system in West Godavarireist
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Table 3.3: Performance Indicators of the Credit Del ivery System - Key Banking

Statistics — West Godavari district

(Rs. Lakhs)
Sl. no | ltems Cooperatives | RRBs CBs Total
1 No. of banks 1 1 22 24
2 No. of branches
Rural 18 16 134 168
Semi-urban 8 -- 82 90
Urban 6 1 39 46
Total 32 17 255 304
3 No. of staff per branch/society 9 5 5
4 No. of loan accounts 2,10,541 55,041 2,54,2689,85D
5 No. of loan accounts per branch 6,579 3,238 997 | ,7101
6 Average population per branch 1,18,630 2,23,3031,88l7 12,487
7 Average no. of villages covered |27 51 4 3
branch/per society
8 Total deposits as on 3March 2002 21,765 3,400 1,95,426 2,20,591
9 Average deposits per branch 680 200 766 726
10 Growth in deposits
a) 2002 over 2001 2 12 36 31
b) 2001 over 2000 24 19 -10 -6
11 Total loans outstanding as orf'3arch 200244,312 3,283 1,42,318 1,89,910
12 % increase in loans outstanding
a) 2002 over 2001 12% 41% 34% 34%
b) 2001 over 2000 -2% -3% -47% -39%
13 Loan Outstanding per account 0.21 0.06 0.56 0.36
14 Loan Outstanding per branch 1,385 193 558 625
15 ST /MT /LT loans per ha. 0.43 0.37 0.42 0.42
16 % of agricultural advance to total advance 49% 52% 43% 42%
17 CD Ratio 204 97 73 90
18 % of recoveries of loans to demand theregf
As on 30 June 2002 91% 68% 74% 89%
As on 30 June 2001 89% 69% 70% 87%
As on 30 June 2000 91% 63% 70% 86%
19 Percentage of overdues to loan outstandings 5 8 7 7
20 % of net NPAs to total assets 2.94 7.61 - -
21 Brief information relating to performance [The percentage of term loans and other pri
credit agencies sector increased considerably. The over
performance of Eluru DCCB was very good. It
won the Best Performance Award instituted
NABARD for its working during 1992000 an
also a special prize for the year 2000-2001
The production credit disbursement for the lastearg is provided in Table 3.4
below;
Table 3.4: Flow of credit in 1998 to 2003: West God avari District (lakhs)
Years 1998-99 1999-2000 2000-01 2001-02 2002-03
Flow of credit 41,215 60,125 42,493 51,458.98 72,98
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3.4.5. West Godavari District Profile at a Glance s of 3£ March 2002

The West Godavari district profile at a glancerisvided in Table 3.5, as below;

Table 3.5: West Godavari District Profile at a Glan  ce as of 31 %' March 2002

SI. no Iltems Values
1 Geographical Aree 7.8Clakhs ha
l.c No. of block:/ talukas 46
1.k No. of villages inhabite 887
1.c No. of villages electrifie 87€
1.d No. of villaces connected by all weather ra | 82€
3 Rainfall (mm) Normal Actual
115z 2000-01: 854 2001-02: 83=
4 Aaro climatic reqion and zong Krishna Godavari zone
5 Population (in ‘000)
5a Total 3,79¢
5b Population density per s km. 487
5.¢c Population below poverty lir 1,18¢
6 Classification of workers
6.c Cultivators 458,29!
6.k Of (6.a) Small and Marginal farmu 391,05¢
6.C Agricultural Labourer 806,22¢
6.d Household Cottage Industr 22.,10(
6.€ Allied Agro-activities 56,71:
6.f Other worker 379,38t
7 Land Utilisation area in hs
7.c Geographical art 7,79,56¢
7.k Net sown are 449,67¢
7.C Fores 81,18¢
7.d Fallow Lanc 62,52¢
7.€ Land not available for cultivatic 45,03¢
7.f Cropping intensit (%) 184 %
7.0 Area brought uder high vield variety see 3,17,30:
8 Size of Land Holdina: Area (ha)
8.c Lessthan 1t 1,10,453
8.t Between 1 and 2 | 1,39,721
8c Above 2 hi 2.75,649
Total 5,25,823
9 Irrigation ha.
9.c Net irrigated are 3,64,00(
9.k By canal 2,20,00¢
9.c By wells 1,00,00(
9.d By other source 44.,00(
10 Consumption of organic and chemical 230.55 kg
fertilizers and pesticides (per ha.
11 Agriculture and support facilities
11.¢c Seed / Fertilisers / pesticides depots ( 1,89¢
11.k Rural markets / mandies (n 16
11.c Rural godowns (nos / total capty) 62/2,83,882 M
11.c Cold storage (nos / total capac 4 | 20,000 M
12 Animal Husbandry
12.¢ Plough anima 87,63¢
12.k Dairy animal 6,67,38:
12.¢ Sheep/Goi 1,75,00(
12.c Poultry (source: Animal Husband 76,61,00!
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3.5. District profile of Chittoor district in Rayal seema region of Andhra Pradesh
(NABARD, 2003 & 2004 c)

3.5.1. Introduction

Chittoor has been identified as an Agri-export zadeppam was identified for

setting up food park. The map of Chittoor can herred in A - 3.4.

3.5.2. Area, Climate, Rainfall, Rivers & Irrigation and Forest

Chittoor district has a geographical area of 15,4&&ms. This is divided into 16
mandals. There are 1,500 inhabited villages. Thé#td@in district is categorized under
southern agro climatic zone of Andhra Pradesh basesoil type, rainfall and altitude.
The average rainfall received by the district i8®@n. The district lies in the rain shadow
area of South West monsoon and hence in most ahtrelals the water is not sufficient
for second crop. There has been low cropping iittemsthe year 2001-02 on account of

scanty rainfall during south west monsoon.

The netirrigated area is 1,64,009 ha., of which 8. is by channels, 1,44,477 ha.
is by wells and 29, 153 ha. by other sources. T$teict has a forest cover of 4.22 lakh ha.
of the total geographical area of 15.15 lakh hanfog 28 percent of the total area.

3.5.3. Land Utilisation / Cultivation, Land Holdings, Cropping Pattern and

Population

The net sown area was 4,22,636 ha., which is 28eperof Chittoor districts
geographic area of 1,515,000 ha. The remainingrest area of 4,52,018 ha., follow land
of 1,55,000 ha. and the land not available foriafiton is 4,75,546 ha. There are 5,28,514
land holdings of which 3,06,538 are less than ameand 1,21,558 are between one ha.
and 2 ha. and 1,00,418 above 2 ha. accountingfpefcent, 23 percent and 19 percent of
the land respectively. Major crops that are cutédaare groundnut, sugarcane, paddy,
jowar, pulses and other cash crops. Floricultuadse gaining importance in Madanapalli,

Palamaner and Kuppam areas.

The reason for drop in cultivated area was on aucof successive drought
conditions. The cultivated area under major crapghe previous 5 years is shown in the

following Table 3.6.
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Table 3.6: Average Area under Various Crops (1997-9 8 to 2001-02) — Chittoor dt

Crop Area in Lakh ha
S.no 1997-98 1998-99 | 1999-2000 2000-01  2001-02 (SAP)
1 Paddy 0.872 0.947 0.750 0.150 0.127
2 Groundnut| 2.508 2.625 2.154 1.609 1.551
3 Sugarcane| 0.463 0.502 0.699 0.283 0.321
4 Others 0.370 0.357 0.267 0.130 0.140
5 Total 4.213 4431 3.870 2.178 2.128

As per the 2001 census, the population of theidistvas 37.37 lakhs of which

18.85 lakhs were males and 18.52 lakhs females.

3.5.4. Banking Network and Review of Ground Level €&dit

There are 27 Commercial Banks, 1 RRB and 1 Codper&ank with a branch

network of 179, 75 and 24 respectively, operatingGhittoor district. Of the total

branches, 134 are in rural area, 71 in semi-urbea @and 73 in urban area. Indian Bank is

the Lead Bank. Table 3.7, provides the performandéators of the credit delivery

system in Chittoor district.

Table 3.7: Performance Indicators of the Credit Del

Statistics — Chittoor district

ivery System — Key Banking

as on 31/03/2002 (Rs. Lakhs)

192

%

Sno | ltems Cooperatives | RRBs CBs Total
1 No. of banks 1 1 27 29
2 No. of branches
Rural 11 58 65 134
Semi-urban 7 11 53 71
Urban 6 6 61 73
Total 24 75 179 278
3 No. of staff per branch/society 12 6 9
4 No. of loan accounts 33,088 97,136 1,60,9231,197
5 No. of loan accounts per branch 1,504 1,313 914| ,070L
6 Average population per branch - -- - -
7 Average no. of villages covered pes3 20 8 91
branch/per society
8 Total deposits as on 3March 2002 10,063 27,380 2,50,198,87,628
9 Average deposits per branch 419 296 1,175 1,84
10 Growth in deposits
a) 2002 over 2001 14% 23% 15% 20%
b) 2001 over 2000 12% 26% 25% 25%
11 Total loans outstanding as ori'darch 2002| 35,451 18,111 98,93( 1,524
12 % increase in loans outstanding
a) 2002 over 2001 -0.3% 19% 7% (-) 1.7
b) 2001 over 2000 12% 21% 14% 18%
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Table 3.7 (contd)

Sno | Items Cooperatives | RRBs CBs Total
13 Loan Outstanding per account 1.05 0.15 0.65 0.53
14 Loan Outstanding per branch 1,452 203 586 558
15 ST /MT /LT loans per ha. -- -- - --
16 % of agricultural advance to total advance 40% 61% 22% 41%
17 CD Ratio 352 66 40 53
18 % of recoveries of loans to demand thereof
As on 30 June 2002 51% 83% -- --
As on 30 June 2001 43% 80% 58% 62%
As on 30 June 2000 51% 74% 56% 60.3%
19 Percentage of overdues to loan outstandings 19% 10% 41% 57%
20 % of net NPAs to total assets - 451 - -
21 Brief information relating to performance joDnly 42 PACS have achieved eligibility. The
credit agencies recoveries of he bank are almost steady at
51% for the last three years. Recoveries
increased from 74% to 83% over three years.
Business improved. Bank earned prafit.
Recoveries are steady and agricultyral
advances fallen.

The Ground level credit disbursements for Cropsidoagency wise is given in

Table 3.8, as under;

Table 3.8: Agency wise credit disbursement of Crop

loans from 1999 - 2003:

Chittoor district (lakhs)
S.no.| Agency 1999-2000 2000-01 2001-02 2002-03 (SA
1 Commercial bank | 9,166.04 10,234.79 10,718.16 ;a7
2 RRB 5,423.61 6,668.90 8,102.37 7,141.8
3 DCCB 4,476.14 6,362 3,473.5 8,393.77
Total 19,065.79 23,265.69 22,294.03 27,284.77

3.5.5. Chittoor District Profile at a Glance as oB1* March 2002

The Chittoor district profile at a glance is prosttlin Table 3.9, as below;

Table 3.9: Chittoor District Profile at a Glance as

of 31°% March 2002

Sl. nc Iltems Values

1 Geographical Aree 15,150 sqg. km

1lc No. of block:/ taluka: 16

1k No. of villages inhabite 1,50(

1.c No. of villages electrifie 1,54(

1.0 No. of villages connected by all weather rc | 90C

3 Rainfall (mm) Normal Actual
90€  2000-01: 865.6 2001-02: 911.¢

4 Agro climatic region and zone The district is catgorized under
southern agro climatic zone of AP
based on soil type, rainfall & altitude

75

P)



Table 3.9 (contd)

Sl. nc ltems Values
5 Population (census 200: (in '000)

£ Total 3,73
5.t Population density per sqg. k 247
5.c Population below poverty line (familie 353
6 Classification of workers

K Cultivators 52¢
6.k Of (6.a) Small and Marginal farm 394
6.C Agricultural Labourer 491
6.d Household Cottage Industr 10¢
6.€ Allied Agro-activities 77
6.f Otherworkers 338
7 Land Utilisation area in he

£ Geographical art 1,515,001
7.k Net sown are 4,22,63t
7.C Fores 4,52,01¢
7.d Fallow Lanc 1,55,00(
7.€ Land not available for cultivatic 4,75,54¢
7.f Cropping intensity (% 113%
7.0 Area brought und high yield variety see: 42,00(
8 Size of Land Holding Area (ha)

K Lessthan 1t 3,06,538
8.k Between 1 and 2 | 1,21,558
8.C Above 2 hi 1,00,418

Total 5,28,51¢ 1

9 Irrigation ha.

K- Net irrigated are 1,64,00¢
9.k By channel 95k
9.c By wells 1,44,47
9.0 By other source 29,15;
10 Consumption of organic and chemical 73 per kg of gross cropped area.

fertilizers and pesticides (per ha.

11 Aariculture and support facilities
11.¢ Seed / Fertilisers / pesticides depots ( 99C
11k Rural markets / mandies (n 50
11.c Rural godowns (nos total capacity 14 nos with 8400 MT capac
11.c Cold storage (nos / total capac 8 nos with 24000 MT capac
12 Animal Husbandry (No in Lakhs)
12.¢ Plough anima 2.82
12.k Dairy animal 10
12.¢ Sheep/Goi 7.7¢%
12.c Poultry (source: Animal Hibandry 42

76




3.6. District profile of Nizamabad district in Telangana region of Andhra Pradesh
(NABARD, 2003 & 2004 b)

3.6.1. Introduction

Nizamabad is situated in the northern part of tie Nizamabad district on its
north has Adilabad district, on its south Medakrdig on its east Karimnagar district and
on its west are Nanded district of MaharashtraBiddr district of Karnataka. The map of

Nizamabad can be referred in A — 3.5.

3.6.2. Area, Climate, Rainfall, Rivers & Irrigation, Soils and Forest

Nizamabad district has a geographical area of &Rms. This is divided into
136 mandals. There are 866 inhabited villages eftoltal 923 villages. The climate of the
district is tropical and the temperature fluctuasioare high, the normal minimum
temperature being 13.T and the maximum being 398G and sometimes the temperature
goes down as low as & during winter and rises as high as$ €7during peak summer

season. The normal average rainfall of the disgi@D36mm.

Important rivers flowing through the district areodavari and its tributary
Manjeera, Aler and other streams like Kalyani, kdkta, Kaulas and Pedavagu.
Nizamsagar, a major irrigation project on river éama registered ayacut of 1.73 lakh ha.
was constructed in pre-independence era. Howewerydrious reasons, presently, this
project could provide irrigation to only 0.57 lakh. Though, the Sri Rama Sagar, a major
irrigation project on the river Godavari is consted, it is providing irrigation in the
district to the extent of only 6000 ha. The exteftarea cultivated under irrigation
conditions in any given year will mostly be influsd by the quantum of water received
in the Nizamsagar Project and other projects. Tdéteimigated area by canals is 81,639
ha., by wells is 98,260 ha., by tanks is 19,620 aad by other sources is 30,099 ha,
forming a total of 2,29,618 ha.

It needs to be noted that, with the over explatatof ground water, the water
tables especially in water scarce regions chailiaetérby uncertain rainfall have been
depleted year after year. In light of the above fireners in the dark and the grey areas
have been advised by the district administratioth @also by agricultural scientists not to
grow paddy and sugarcane to the extent possibleiretelad they are advised to grow

alternate crops such as maize, jowar, groundnaoflasuer etc. In the year 2002-03, all the

77



mandals in the district have been declared as titoaffected areas by the district

administration.

The economy of the district is predominantly agtime and rural in character.
The soils in the district are divided into blackils®5 percent) and chalka soil (45
percent). The district had a forest cover of 1,842kms of the total geographical area of
8.06 lakhs ha.

3.6.3. Land Utilisation / Cultivation, Land Holdings, Cropping Pattern and
Population

The net cropped area is 2.59 lakhs ha., which ipe&2ent of the total districts
geographic area of 8.06 lakhs ha. The remainifgrisst area of 1,812 sqg. kms, fallow
land of 2.08 lakh ha. and the land not availabledudltivation is 48,765 ha. There are
3,26946 holdings of which 2,04,433 are less thantwmm, 65,410 are between one ha. and
2 ha., 38,002 between 2 ha. and 4 ha., 14,419 bat#@éa. and 10 ha. and 4,682 with

above 10 ha.

The net cropped area is 2,59,688 ha. Paddy, matgosvar are the major crops.
Paddy is the predominant crop and grown duringikbarwell as rabi season, followed by
maize. The major pulses grown are black gram, gggam and bengal gram. The major
commercial crops are sugarcane, cotton, turmeriourginut and sunflower. The
particulars of area under cultivation of differembps in the district during 2000-01 and
2001-02 are indicated in Table 3.10, below.

Table 3.10: Average Area under Various Crops (2000- 01 & 2001-02) - Nizamabad dt

S.no. Name of crop 2000-01 (ha) 2001-02 (ha)

1 Paddy 1,28,990 1,22,018

2 Jowar 3,705 3,594

3 Maize 49,936 47,893

4 Bajra 4,617 4,311

5 Wheat 1,510 1,603

6 Groundnut 280 239

7 Sunflower 294 288

8 Black Gram 15,876 15,914

9 Green Gram 14,148 14,178

10 Red Gram 2,147 2,615

11 Cotton 8,276 10,931

12 Chillies 1,407 1,528

13 Turmeric 11,166 1,0316

14 Sugarcane 17,600 20,050
Total 2,59,952 2,55,478
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As per the 2001 census, the population of theidisivas 23.42 lakh of which
11.61 were males and 11.80 lakhs females. The ptpuldensity is 256 per sq. km.

3.6.4. Banking Network and Review of Ground Level €&dit

There are 18 Commercial Banks, 1 RRB and 1 Cotiger8ank with a branch
network of 137, 27, 32 respectively, operatingha district. Of the total branches of 196,
there are 130 branches in rural areas, 26 in uabaas and 40 in urban areas. State Bank
of Hyderabad is the Lead Bank. Table 3.11, provithesperformance indicators of the

credit delivery system in Nizamabad district.

Table 3.11: Performance Indicators of Credit Delive  ry System — Key Banking
Statistics — Nizamabad district (as on 31-03-02)

(Rs. Lakhs)
Sl. no. | Items Cooperatives | RRBs CBs Total
1 No. of banks 1 1 18 20
2 No. of branches
Rural 17 24 89 130
Semi-urban 09 02 15 26
Urban 06 01 33 40
Total 32 27 137 196
3 No. of staff per branch/society 09 04 08
4 No. of loan accounts 1,51,423 30,227 3,07,44989,125
5 No. of loan accounts per branch 4,732 1,120 2,2442,495
6 Average population per branch 73,000 86,000 17,1011,954
7 Average no. of villages covered pez7 32 07
branch/per society
8 Total deposits as on 3March 2002 12,024 7,411 1,19,6(74,39,109
9 Average deposits per branch 376 274 873 710
10 Growth in deposits
a) 2002 over 2001 1463 839 10,711 13,01
b) 2001 over 2000 126 570 12,016 12,712
11 Total loans outstanding as ori'3arch 2002| 31,098 5,161 58,095 94,354
12 % increase in loans outstanding
a) 2002 over 2001 28.80% 6.3% 8.6% 9.87¢
b) 2001 over 2000 31.61% 18.98%.90% 10.85%
13 Loan Outstanding per account (Rs.) 20,500 17,008,900 19,000
14 Loan Outstanding per branch 971 61 418 481
15 ST /MT /LT loans per ha. - - - --
16 % of agricultural advance to total advance 95% 43.10%| 54% 64%
17 CD Ratio 258.63 69.64| 49 67
18 % of recoveries of loans to demand thereof
As on 30 June 2002 80.9% 70% 71% 73.9(
As on 30 June 2001 71.7% 64% 71% 68.99
As on 30 June 2000 65% 66% 65% 64%
19 Percentage of overdues to loan outstandings 9% 3% 2 | 30% 20.6%
20 % of net NPAs to total assets -- 8.39 -- --

79



The credit flow for cultivation activities from ¢hbanking institutions during the

last three years is provided in Table 3.12, asvizelo

Table 3.12: Agency wise credit disbursement of Crop loans from 2000- 2003:

Nizamabad District (Rs. Lakhs)
Sl.no. Particulars 2000-2001 2001-2002 2002-20@3imate)
1 Commercial banks - 109.51 14020
2 Co-operative banks 176 9754 15000
3 Regional Rural Banks -- 1729 2400
Total 176 11592.51 31420

3.6.5. Nizamabad District Profile at a Glance as &1* March 2002

The Nizamabad district profile at a glance is pded in Table 3.13, as below;

Table 3.13: Nizamabad District Profile at a Glance  as of 31 March 2002

Sl. no Items Values
1 Geographical Area 8062 sg. kms.
la No. of blocks/mandals 09/136
1b No. of villages inhabited 866
l.c No. of villages electrified 737
1d No. of villages connected by all weather road830
3 Rainfall (mm) Normal Actual
1,036 2000-01: 966.7 2001-02: 878.3
4 Agro climatic region and zone North Telangana
5 Population (2001 census)
5.a Total 23,42,663
5.b Population density per sqg. km. 256
5.c Population below poverty line 5.22 lakhs
6 Classification of workers
6.a Cultivators 3,26,946
6.b Of (6.a) Small and Marginal farmers 2,54,000
6.c Agricultural Labourers 3,07,454
6.d Household Cottage Industries 52,710
6.e Allied Agro-activities 98,000
6.f Other workers 1,89,000
7 Land Utilisation area in ha
7.a Geographical area 8,06,200 ha
7.b Net sown area 2,59,688 ha
7.c Forest 1,812 sqg. kms
7.d Fallow Land 2,08,795 ha
7.e Land not available for cultivation 48,765 ha
7.f Cropping intensity (%) 97.29%
7.9 Area brought under high yield variety seeds 9535
8 Size of Land Holdings Area (ha) %
8.a Less than 1 ha 1,02,716 18
8.b Between 1 and 2 ha 99,314 17
8.c Above 2 ha 3,66,568 64
Total 5,68, 598 100
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Table 3.13 (contd)

Sl. no | Items Values
9 Irrigation ha.
9.a Net irrigated area 2,29,618
9.b By canals (DOW, DW, TB & LIS) 81,639
9.c By wells 98,260
9d By other sources 49,719
10 Consumption of organic and chemical 29 kg per ha.

fertilizers and pesticides (per ha.)
11 Agriculture and support facilities
1ll.a Seed / Fertilisers / pesticides depots (nos) | 08 1
11.b Rural markets / mandies (nos) 10
1l.c Rural godowns (nos / total capacity) 08 /@,p0
11d Cold storage (nos / total capacity) 03 /1200
12 Animal Husbandry
12.a Plough animals 1,97,462
12.b Dairy animals 3,92,025
12.c Sheep & Goat 9,81,757
12.d Poultry 7,68,061

3.7. Inter — District Comparison

Rice and jowar are the principal foodgrain cropsciwhaccount for almost two
thirds of total area under food grain crop and grawalmost all districts of AP. Andhra
Pradesh has shown an increase of 4.8 percent imeth&®own area from 106.1 lakh ha. in
1999-2000 to 111.15 lakh ha. in 2000-2001. As ofdf1&2002, 2811 bank branches are
operating in rural areas and the 2001 census dfaé&dhe average population coverage
per branch is about 15,000 people. The ground léwel of credit in 2001-2002 has also

shown an increase of 51 percent over 2000-01.

West Godavari district, accounts for almost 15 eetof rice production in the
state of AP. Paddy is the major crop, followed bgarcane and tobacco. It lies in the
coastal region with relatively more number of revand good alluvial soil contributing for
higher production. While, Chittoor district is idéied as Agri-export zone. However, in
most of the mandals, water is not sufficient fae #econd crop since this district is in the
rain shadow area of South West monsoon. Groundanggrcane, paddy, jowar, pulses are
the major crops in Chittoor district. Nizamabadtriti$ on the other hand, has very high
temperature fluctuations; sometimes, the extremess low as5C during winter and as
high as 4% C in peak summer. Though there have been some im@g@tion projects in
this district, the land irrigated has not been suiital. Added to this is the uncertain

rainfall in some areas of the district which has tle over exploitation of ground water. In
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these areas, the administration has advised to gltennate crops instead of paddy, which
need relatively lesser water like maize, jowar,ugienut, sunflower etc. Overall, paddy,

maize, jowar, sugarcane and cotton are the mapmsagrown in Nizamabad district.

The average rice production for 1997-98 to 2000r0West Godavari district is
1481 tonnes, whereas it is just 206 tonnes in @iteind 388 tonnes in Nizamabad
district as shown in Table 1.5, Appendix V. In WeBidavari district, 80 percent of the
net cropped area is under irrigation and the catiéigt area is around 53 percent of its
geographical area. Whereas, in Chittoor distriet tlet sown area is 29 percent of its

geographic area and the same in Nizamabad disti3& percent of geographic area.

In West Godavari district, of the total 304 rurahlk branches, 168 branches are in
the rural area, with a total number of loan accewit5,19,850. The average population
per branch is 12,487. The flow of credit indicadegrowth of 77 percent from Rs.41,215
lakhs in 1998-99 to Rs.72,982 lakhs in 2002-200%ré& has been overall healthy loan
recovery percentage of 87.3 percent, which is eetlyear average (viz. 2000, 2001 and

2002) of all banks average percentage recovery.

While, Chittoor district has 134 rural bank brarleé the total 278 branches, 134
branches are in rural areas, with a total numbdoarf accounts of 2,91,197. The flow of
credit has increased from Rs.19,065.79 lakhs i®2880 to Rs.27,284.77 lakhs in 2002-
2003, which is an increase by 43 percent. The teaovery percentage has been only 61.5
percent, which is a two year average (viz. 2001 20QR) of all banks average percentage

recovery. This is the lowest among the three distieing analysed.

While in the case of Nizamabad district only 13@lbaranches are in rural areas
of the total 196 branches, with a total numberoainl accounts of 4,89,125. The average
population per branch is 11,954. The flow of crédis been almost Rs.11,592.51 lakhs in
2001-02. There has been a slightly better loanvegopercentage of 69 percent, as
against Chittoor district, which is a three yeaerage (viz. 2000, 2001 and 2002) of all

banks average percentage recovery.

Overall, it can thus be observed that West Godaliatiict is agriculturally more
productive and also has relatively higher bankintivdly with very good loan recovery
rates, followed by Chittoor district and Nizamabdidtrict. The flow of credit is also

substantially higher in West Godavari districtcaspared to Chittoor and Nizamabad.
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3.8. Conclusion

Andhra Pradesh is one among the top agricultuaymtion states of India. The

West Godavari district, Chittoor district and Nizapad district are the representative
districts of three regions of AP viz. Coastal Arallmegion, Rayalseema region and
Telangana region respectively. Their profiles désad indicate quite good agricultural
and banking/credit activity, with West Godavaritdet relatively on the higher side and
Nizamabad relatively at the lower side, among tired districts. Hence, the need for ICT
implementation in rural bank branches for improsedvice would have more relevance in
these regions to begin with. The findings of thalgses done in the following chapters
would also reflect the real need of the rural erig with respect to agricultural credit and
ICT in banks.

Thus, the profile analysis in this chapter gives plerspective of the regions where
the research survey was conducted. Hence, thesasaily the subsequent chapters need to
be studied in light of district profiles discussedthis chapter to better understand the
issue, importance and the need of ICT implemematio rural banks for improved

banking service.
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CHAPTER 4

BACKGROUND/CHARACTERISTICS OF THE RESPONDENTS

4.1. Introduction

The background/characteristics of the respondestsliacussed in this chapter. As
mentioned earlier, respective structured questioesavere administered to four sets of
respondents’ viz. Farmer customers, Bankers, Indtion Technology staff/system
administrators and the Top Management of the reispeebank. Prior to the quantitative
and qualitative analyses in the following chapt#ris chapter gives a better understanding

and good perspective of the respondents whosemrsspavould be analysed.

The relevant tables are placed along with the tty@img analysed. In cases of
larger tables, they are attached in the Appendiwdver, the summary of the same are

provided along with the text wherever possiblejdating the relevant Appendix source.

4.2. Background/Char acteristics of Respondents

This section primarily deals with the backgroundads of the farmers, bank
managers, IT staff and top management responddihis. study provides a useful
perspective of the respondents whose responseanalgsed to achieve the research
objective. It may be noted that the farmers werey vieluctant to provide their
income/production revenue details. It was also ndegkthat they tended to exaggerate the

production costs.

4.2.1. Broad Significance of Background/Char acteristics of Farmer Respondents

The study of the background/characteristics offinmer respondents help to give
a perspective of the respondents who visited agdlady transacted with the banks for
their agricultural and personal needs. Since thespondents regularly transact with the
banks, their responses are expected to providealsstre and pragmatic view on the

banking service.
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4.2.1.1. Sample Distribution across Bank Types

The details of respondent farmers who availed tré@m cooperative and
commercial banks have been provided in respectides below, for each district, in

terms of bank operations and farmer size wise.

As seen from Table 4.1, all the farmers interviewedwWest Godavari (WG)
district cultivated on their own land. The samplee of farmers analysed in this district is
116. The number of Medium and Small farmers of catesed commercial bank
considered for analysis are 8 each. Whereas, irotakr cases 10 farmers in each

landholding are analyzed.

Table 4.1: Farmer Size, Bank and Operations wise, Sample and  Land Ownership details
of farmers in West Godavari district

Sl. . Ownership of Manual Computerised

No. Bank and Farmer Size cultivated IF;md Operations Opgrations Total

| Cooperative
1 | Large farmers (> 5 acres) own 10 10 20
2 | Medium farmers ( 2.5 - 5 acres) own 10 10 20
3 | Small farmers (< 2.5 acres) own 10 10 20
4 [ Total 30 30 60

Il Commercial bank
1 [ Large farmers (> 5 acres) own 10 10 20
2 | Medium farmers ( 2.5 - 5 acres) own 10 8 18
3 | Small farmers (< 2.5 acres) own 10 8 18
4 | Total Oown 30 26 56

Farmer Sample Size surveyed for
i West Godavgri district (|.4):L 11.4) 60 +56 = 116

Source: Authors field work tabulated in A — 4.1

It may be noted that, Pedapadu Large Scale Coapefadciety (LSCS) customers
were interviewed as customers of manual cooperating as customers of computerised
cooperative the Tadepalligudem LSCS customers weegviewed. Similarly, Vijayrai
State Bank of India’s customers were interviewedwstomers of manual commercial and
as customers of computerised commercial the Taligypddém SBI customers were

interviewed (also refer A —4.1).

Table 4.2, shows that all the farmers interviewed Ghittoor (CH) district
cultivated on their own land. The sample size ofmiers analysed in this district is 116.
The number of large farmers in computerised codiperaonsidered for analysis are 6.

Whereas, in all other cases 10 farmers in eacthtéldohg are analyzed.
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It may be noted that, Ellamrajpalli PACS customeese interviewed as customers
of manual cooperative and as customers of comgettigooperative Gangadhara Nellore
PACS customers were interviewed. Similarly, SriKalsthi Agricultural Development
Bank, State Bank of India’'s customers were inteveid as customers of manual
commercial and as customers of computerised conmahePdler SBI customers were

interviewed. (also refer A — 4.2).

Table 4.2: Farmer Size, Bank and Operations wise, Sample and  Land Ownership
details of farmers in Chittoor district

Sl. . Ownership of Manual Computerised

No. Bank and Farmer Size cultivated IF;md Operations Opgrations Total

| Cooperative
1 [ Large farmers (> 5 acres) own 6 10 16
2 | Medium farmers ( 2.5 - 5 acres) own 10 10 20
3 | Small farmers (< 2.5 acres) own 10 10 20
4 | Total 26 30 56

Il Commercial bank
1 | Large farmers (> 5 acres) own 10 10 20
2 | Medium farmers ( 2.5 - 5 acres) own 10 10 20
3 | Small farmers (< 2.5 acres) own 10 10 20
4 | Total own 30 30 60

Farmer Sample Size surveyed
i for Chittoor dﬁstrict (1.4+ |I.A)f/) 60 +56 = 116

Source: Authors field work tabulated in A — 4.2

As on date of survey the rural branches in WestaBad and Chittoor district
were not computerised and hence the respective wemged semi-urban branches with

substantial rural business were surveyed.

The sample size of farmers analysed in Nizamaba (trict is 104, as seen in
Table 4.3. The number of large farmers intervieand considered for analysis in manual
operations and computerised operations cooperdiavgk are 8 and 6 respectively.
Similarly, the number of large farmers interviewsatl considered for analysis in manual
operations and computerised operations commeraak bare 6 and 4 respectively

Whereas, in all other cases 10 farmers in eacthtadohg are analyzed.
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Table 4.3: Farmer Size, Bank and Operations wise, Sample and  Land Ownership details
of farmers in Nizamabad district

No.|  Bankand Farmer size cultvated fand | Operations | Operations. | 0%
I Cooperative
1 [ Large farmers (> 5 acres) own 8 6 14
2 | Medium farmers ( 2.5 - 5 acres) own 10 10 20
3 | Small farmers (< 2.5 acres) own 10 10 20
4 | Total 28 26 54
Il Commercial bank
1 | Large farmers (> 5 acres) own 6 4 10
2 | Medium farmers ( 2.5 - 5 acres) own 10 10 20
3 | Small farmers (< 2.5 acres) own 10 10 20
4 | Total own 26 24 50
m Farm_er Sample S_ize_ surveyed 54+ 50 = 104
for Nizamabad district (1.4+ 11.4)

Source: Authors field work tabulated in A — 4.3

It may be noted that, Armoor PACS customers weterviewed as customers of
manual cooperative and as customers of computedsegerative the Indalwai PACS
customers were interviewed. Similarly, Binola SBlstomers were interviewed as
customers of manual commercial and as customerscoofiputerised commercial

Ramadugu the SBI customers were interviewed. (algv A — 4.3).

The total sample size of farmers’ analysed in thgearch is (116+116+10336
out of the planned 360. The shortfall in the numbkefarmers in respective categories
used for analysis is due to reasons such as, ralabiity during survey or inconsistency
in their responses. Thus, responses from 93.3 ek respondents were used for

analyses.

4.2.1.2 Cropping Pattern

Tables 4.4, 4.5 and 4.6 provide the details of €gnown by the farmers surveyed
for the year 2002-2003 in the three districts syede Due to prevailing drought
conditions in Andhra Pradesh the crops cultivati@s not been to the desired extent,
which is analysed below. However, those farmerd waitcess to water could cultivate
well. It must be noted that few farmers were ablgrow more than one crop in a given
season viz; paddy and sugarcane were both grovihanf season in Chittoor district.
Hence, in this analysis the number of farmers showiables 4.4, 4.5 and 4.6 is not

absolute but it only conveys that a certain crop g@wn by certain number of farmers.

87




Table 4.4: Cropping pattern of respondents in West Godavari d istrict

Year 2002-2003 . MANUAL OPERATIONS ‘
Rabi Kharif

I\?g. Bank ag?zgarmer Paddy | Pulses S:r?sr ﬁ:\; er Paddy | Pulses f:r?:r Maize
| Cooperative

1 | Large farmers 6 10

2 | Medium farmers 10

3 | Small farmers 2 10
Il Commercial bank

1 | Large farmers 8 8 2

2 | Medium farmers 4 4 10

3 | Small farmers 2 8

COMPUTERISED OPERATIONS

Il Cooperative

1 | Large farmers 10 10

2 | Medium farmers 2 10

3 | Small farmers 10
[\ Commercial bank

1 | Large farmers 10 10 2

2 | Medium farmers 4 2 8

3 | Small farmers 8
vV Total (I+11+111+1V) 10 6 22 16 112 2 0 2
Total no of farmers growing in: Rabi season 54 Kha rif season 116

Source: Authors field work

54 farmers out of 116 interviewed in West Godawsstrict cultivated during rabi
season as seen in Table 4.4. Crops like pulseflosen and sugarcane, which need
relatively lesser water than paddy, were preferddchost all of them cultivated Paddy

during Kharif.

Table 4.5: Cropping pattern of respondents in Chittoor distri ct

Year 2002-2003 . MANUAL OPERATIONS ‘
Rabi Kharif

h?ct. Bank ag?zgarmer Paddy | Pulses f:r?:r Oilseeds Paddy |Pulses f:r?;ir Oilseeds
[ Cooperative

1 | Large farmers 6 6

2 | Medium farmers 10 6

3 | Small farmers 4 10
Il Commercial bank

1 | Large farmers 10 10

2 | Medium farmers 6 10

3 | Small farmers 8 10

COMPUTERISED OPERATIONS

Il Cooperative

1 | Large farmers 8 7

2 | Medium farmers 2 2 8 6

3 | Small farmers 2 2 6 2
\Y) Commercial bank

1 | Large farmers 8 10

2 | Medium farmers 10 6

3 | Small farmers 4 6 6
vV Total (1+1+111+1V) 0 0 4 26 36 0 66 59
Total no of farmers growing in: Rabi season 30 Kha rif season 161

Source: Authors field work
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Table 4.6: Cropping pattern of respondents in Nizamabad distr ict

Year 2002-2003 MANUAL OPERATIONS

Rabi Kharif

I\?clyl. Bank ag?zgarmer Paddy | Pulses f:r?:r soe”e ds Paddy | Maize | Turmeric soe”e ds Wheat
[ Cooperative

1 | Large farmers 8 8 4

2 | Medium farmers 6 8 2

3 | Small farmers 8 10
Il Commercial bank

1 | Large farmers 6 6 6

2 | Medium farmers 10 10 10

3 | Small farmers 10 10

COMPUTERISED OPERATIONS

Il Cooperative

1 | Large farmers 6 6 6

2 | Medium farmers 10 10 4

3 | Small farmers 6 10
I\ Commercial bank

1 | Large farmers 4 4

2 | Medium farmers 10 10 2

3 | Small farmers 10 8 2
\Y Total (I+11+111+1V) 0 0 0 0 94 100 16 16 4
Total no of farmers growing in: Rabi season 0 Khar if season 230

Source: Authors field work

In Chittoor district of AP, 30 farmers out of 11&rMers interviewed cultivated
during Rabi season as seen in Table 4.5. Duringsedson sugarcane and oilseeds were
cultivated by farmers. During the kharif season,stnof them grew sugarcane in this

region, followed by paddy and oilseeds.

It was observed that none of the farmers intervieweNizamabad district of AP
cultivated during the rabi season (Table 4.6). Byikharif season most of the farmers
cultivated maize followed by paddy. Few farmersveyed also grew turmeric and

oilseeds.

Thus, the study has good set of respondents hasspgrience with cultivating
variety of crops. All the farmers interviewed weadively involved in the farming activity
and hence approach banks for the much needed lgratcredit. Adequate, timely credit

and good banking service would thus, be expectdtidse respondents.

4.2.1.3. Age and Family Size

The personal details of farmers related to farnmes, sheir family size, number of
earning members and their bank branch of West GodaChittoor and Nizamabad
district respectively are provided in A — 4.1, A2 and A — 4.3. The summary of these

tables are shown in Tables 4.7, 4.8 and 4.9. Ircadks, it is noted that a) the average
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number of earning members per family is one, b)itkerviewed farmers were males and

c) the respondents interacted with are the eamiexbers of the family.

Table 4.7: Personal details of the farmer respondents in Wes

t Godavari District

Size of farmers

Average Family size

Average age

Earning member

Large farmer 6 46 years 1
Medium farmer 6 51 years 1
Small farmer 6 42 years 1

Source: Authors field work tabulated in A — 4.1

Table 4.8: Personal details of the farmer respondents in Chi

ttoor District

Size of farmers

Average Family size

Average age

Earning member

Large farmer 6 49 years 1
Medium farmer 6 44 years 1
Small farmer 5 47 years 1

Source: Authors field work tabulated in A — 4.2

Table 4.9: Personal details of the farmer respondents in Niz

amabad District

Size of farmers

Average Family size

Average age

Earning member

Large farmer 6 47 years 1
Medium farmer 6 49 years 1
Small farmer 6 49 years 1

Source: Authors field work tabulated in A — 4.3

The average age of the farmer respondents in Wedtvari district, Chittoor

district and Nizamabad district is 47 years, 46ryeand 48 years, respectively. On an

average the respondents’ family size was 6. Tlnesrgsponses from experienced farmers

are obtained for the study.

4.2.1.4. Income Distribution

The Income distribution per year of farmers of W@stavari is tabulated in Table

4.10. It is observed that good percentage of léag®aers had annual income in the range
of Rs. 36,000 — Rs. 60,000. The medium farmers @nnaome was around Rs. 24,000 —

36,000 and the small farmers were mostly in thgeaof Rs.12,000 — Rs. 24,000.
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Table 4.10: Annual income distribution of farmers in West God

avari district

(range of Rs.) K -‘000
st | Bank and Farmer MANUAL OPERATIONS
no Size 3. Average of Current & Last Year range of Income Total % of
<12,000 |12K - 24K |24K - 36K_|36K - 60K _|> 60K column.3
| |Cooperative
1 |Large farmers 2 (20%) 2 (20%) 6 (60%) 10 (100%)
2 |Medium farmers 2 (20%) | 8 (80%) 10 (100%)
3 [Small farmers 5 (45%) | 4 (36%) 2 (18%) 11(100%)
Il |Commercial bank
1 |Large farmers 7.5 (75%) | 2.5 (25%) | 10 (100%)
2 [Medium farmers 6 (43%) 6 (43%) 2(14%) | 14 (100%)
3 |Small farmers 6 (60%) | 2 (20%) 2 (20%) 10 (100%)
COMPUTERISED OPERATIONS
Sl. | Bank and Farmer
no Size 3. Average of Current & Last Year range of Income Total % of
<12,000 | 12K - 24K | 24K - 36K [ 36K - 60K [ > 60K column.3
| |Cooperative
1 |Large farmers 4 (40%) 3 (30%) 3(30%) | 10 (100%)
2 [Medium farmers 2 (18%) 7 (64%) 2 (18%) 11 (100%)
3 [Small farmers 3 (30%) | 7 (70%) 10 (100%)
Il |Commercial bank
1 |Large farmers 2 (20%) 8 (80%) | 10 (100%)
2 |Medium farmers 2 (25%) 6 (75%) 8 (100%)
3 |Small farmers 6 (75%) | 2 (25%) 8 (100%)

Source: Authors field work tabulated in A — 4.4

The income distribution per year of farmers of @fut district is depicted in Table
4.11. Here too it is observed that good percentddarge farmers are affluent with their
annual income in the range of Rs. 36,000 — Rs.080,0he medium farmers had an
annual income in the range of Rs. 12,000 — Rs.0®4ahd most of the small farmers had

their income less than Rs.12,000 per year.
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Table 4.11: Annual income distribution of farmers in Chittoor

district

(range o f Rs.) K -‘000
st | Bank and Farmer MANUAL OPERATIONS
no Size 3. Average of Current & Last Year range of Income Total % of
<12,000 | 12K - 24K | 24K - 36K | 36K - 60K | > 60K column.3
| |Cooperative
1 |Large farmers 2 (20%) | 2 (20%) 6 (60%) 10 (100%)
2 |Medium farmers 2 (20%) | 8 (80%) 10 (100%)
3 [Small farmers 5 (50%) | 4 (40%) | 2 (20%) 11 (110%)
Il |Commercial bank
1 |Large farmers 7.5 (75%) | 2.5 (25%) | 10 (100%)
2 [Medium farmers 6 (43%) 6 (43%) 2 (14%) | 14 (100%)
3 |Small farmers 6 (60%) | 2(20%) | 2 (20%) 10 (100%)
COMPUTERISED OPERATIONS
Sl. | Bank and Farmer
no Size 3. Average of Current & Last Year range of Income Total % of
<12,000 | 12K - 24K | 24K - 36K 36K - 60K > 60K column.3
| |Cooperative
1 |Large farmers 4(40%) | 3(30%) | 3(30%) | 10 (100%)
2 |Medium farmers 2 (18%) | 7 (64%) 2 (18%) 11 (100%)
3 |Small farmers 3(30%) | 7 (70%) 10 (100%)
Il [Commercial bank
1 |Large farmers 2 (20%) 8 (80%) | 10 (100%)
2 [Medium farmers 2 (25%) | 6 (75%) 8 (100%)
3 |Small farmers 6 (75%) | 2 (25%) 8 (100%)
Source: Authors field work tabulated in A — 4.5
Table 4.12: Annual income distribution of farmers in Nizamabad district
(range of Rs.) K -‘000
Bank and Farmer MANUAL OPERATIONS
Sl.no Size 3. Average of Current & Last Year range of Income Total % of
<12,000 | 12K - 24K | 24K - 36K | 36K -60K | >60K | column.3
[ Cooperative
1 Large farmers 7 (78%) 2 (22%) | 9 (100%)
2 |Medium farmers 4 (33%) 6 (50%) 2 (17%) 12 (100%)
3 |Small farmers 4 (40%) 6 (60%) 10 (100%)
Il Commercial bank
1 Large farmers 6 (100%)| 6 (100%)
2 |Medium farmers 5 (50%) 5 (50%) 10 (100%)
3 |Small farmers 8 (80%) 2 (20%) 10 (100%)
Bank and Farmer COMPUTERISED OPERATIONS
Sl.no Size 3. Average of Current & Last Year range of Income Total % of
<12,000 | 12K - 24K | 24K - 36K | 36K - 60K | >60K | column.3
[ Cooperative
1 [Large farmers 4 (67%) | 2(33%) | 6(100%)
2 |Medium farmers 8 (80%) 2 (20%) 10 (100%)
3 |Small farmers 8 (80%) 2 (20%) 10 (100%)
Il Commercial bank
1 [Large farmers 4 (100%) 4 (100%)
2 |Medium farmers 8 (80%) 2 (20%) 10 (100%)
3 [Small farmers 6 (60%) | 4 (40%) 10 (100%

Source: Authors field work tabulated in A — 4.6
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The income distribution per year of farmers of Mmedad district is tabulated in
Table 4.12. Good percentage of large farmers haot #nnual income in the range of
Rs. 36,000 — Rs.60,000. The medium farmers had #miual income in the range of
Rs. 24,000 — 36,000 and the small farmers are ynastthe range of Rs. 12,000 —
Rs. 24,000.

Thus, the above income distribution indicates thaite good number of the
farmers surveyed are generating reasonable ammahe, while few are earning in good
proportion. They seek additional help from banksategment this to support their

agricultural activity.

4.2.1.5. Production Cost and Revenue

The number of farmers with their details of ‘averagpst of production per acre’
and ‘average revenue per acre from agriculturapwit in West Godavari district,
Chittoor district and Nizamabad district, respeelyvare tabulated in A — 4.7 to A — 4.10,
A-411t0 A—4.14and A—-4.15t0 A —4.18, exdjvely.

For easy of analysing the data tabulated in A -a#d A — 4.8 in the case of West
Godavari district, which provides the details c# tfear, cost and revenue ‘bank operations
wise’, the same are re-tabulated ‘farmer size wiséd — 4.9 and A — 4.10. The column
m, n and o in this re-tabulated tables represemtntimber of large, medium and small
farmers having respective cost and revenue. The ssufollowed in the case of Chittoor
(A—-4.11 & A —4.12 re-tabulated in A — 4.13 & A4-14) and so for Nizamabad district

too.

In West Godavari district, it is observed from Tebl4.13 and Table 4.14, that
most of the large farmers have an average costoofuption to be around Rs.6,000 — Rs.
12,000 per acre, while the average revenue per femme agricultural output is around
Rs.15,000 — Rs.18,000. The medium farmers inditta average cost of production to
be around Rs.6,000 — Rs.9,000 per acre, while tlezage revenue per acre from
agricultural production is around Rs.9,000 — R€QQ, The small farmers state that their
average cost of production is around Rs.3,000 per @nd less, while the average revenue

per acre from agricultural production is around3f30 — Rs.6,000.

It is observed that Average cost and revenue dadivey high in the case of

manual commercial bank, computerised cooperativke camputerised commercial bank
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since there were farmers from here who grew Sugarc8unflower and Pulses during
Rabi season as seen earlier in Table 4.4, Tabladd5Table 4.6. These are crops that
require comparatively lesser water than paddy,neatd more care and other inputs like
fertilisers, pesticides, manpower etc. as explaimed — 4.13, later. The returns on the

other hand, from Sugarcane and Sunflower are hitjlagr Paddy.

Table 4.13: No. of farmers average Table 4.14: No. of farmers average
cost of agricultural production per revenue per acre from agricultural
acre: West Godavari output: West Godavari

TOTAL no of farmers TOTAL no of farmers

(man+comp) (man+comp)
Sl. Rupees Range Large | Medium | Small Sl. Rupees Range Large | Medium | Small
no farmers| farmers |farmers No farmers| farmers |farmers
Cooperative m n 0 Cooperative m n o
1 <3k 0 0 22 1 <3k 0 0 2
2 3k — 6k 6 18 18 2 3k — 6k 0 10 30
3 |6k—9k 14 20 0 3 6k — 9k 0 4 4
4 9k — 12k 18 2 0 4 9k — 12k 14 24 4
5 12k — 15k 2 0 0 5 12k — 15k 8 2 0
6 15k — 18k 0 0 0 6 15k — 18k 0 0
7 18k — 21k 0 0 0 7 18k — 21k 10 0 0
8 > 21k 0 0 0 8 > 21k 4 0 0
Commercial bank Commercial bank

9 <3k 0 0 16 9 <3k 0 0 0
10 |3k-—6k 0 10 14 10 |3k—6k 0 28
11 |6k—9k 3 18 6 11 |6k—=9k 0 4
12 |9k —12k 21 8 0 12 |9%k—12k 0 24 4
13 12k — 15k 8 0 0 13 12k — 15k 0 6 0
14 15k — 18k 0 0 0 14 15k — 18k 10 6 0
15 18k — 21k 4 0 0 15 18k — 21k 8 0 0
Source: Authors field work tabulated in A — 4.9 Source: Authors field work tabulated in A — 4.10

In Chittoor district, as observed from Table 4.1%d a&4.16, most of the large
farmers indicate that their average cost of prddocis around Rs.6,000 — Rs.9,000 per
acre, while their average revenue per acre froncatural output is around Rs. 12,000 —
Rs.18,000. The medium farmers have an average afogtroduction to be around
Rs.6,000 — Rs.9,000 per acre, while the averagente per acre from agricultural
production is around Rs.9,000 — Rs.12,000. Theldarahers state that their average cost
of production is around Rs.3,000 — Rs.6,000 pes,aghile the average revenue per acre
from agricultural production is around Rs.6,000 s-R000. This is due to many of them

also grew sugarcane, as discussed earlier, whashdes good returns
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Table 4.15: No. of farmers average
cost of agricultural production per
acre: Chittoor

Table 4.16: No. of farmers average
revenue per acre from agricultural

output: Chittoor

TOTAL no of farmers TOTAL no of farmers
(man+comp (man+comp)
Sl Rupees Large | Medium | Small Sl Rupees Large | Medium | Small
no Range farmers | farmers |farmers no Range farmers| farmers |farmers
Cooperative] m n o Cooperative m n o
1 <3k 0 0 0 1 |<3k 0 0 0
2 3k — 6k 12 12 10 2 [3k—6k 0 2 0
3 6k — 9k 10 16 22 3 |6k-9k 2 4 10
4 9k — 12k 4 8 4 4 |9k —12k 10 30 26
5 12k — 15k 6 2 4 5 |12k — 15k 12 0 2
6 15k — 18k 0 2 0 6 |15k —18k 4 2 2
7 18k — 21k 0 0 0 7 |18k —21k 4 2 0
8 > 21k 0 0 0 8 > 21k 0 0 0
Commercial bank Commercial bank
9 < 3k 0 0 4 9 [<3k 0 0 0
10 |[3k-6k 0 18 28 10 [3k—6k 0 0 6
11  |6k—9k 24 16 8 11 |6k —9k 0 18 22
12 |9k —12k 14 2 0 12 |9k — 12k 16 10 10
13 |12k — 15k 2 0 0 13 |12k — 15k 8 4 2
14 15k — 18k 0 2 0 14 |15k — 18k 10 2 0
15 18k — 21k 0 2 0 15 |18k — 21k 4 2 0
16 > 21k 0 0 0 16 | > 21k 2 4 0

Source: Authors field work tabulated in A — 4.13

Table 4.17: No. of farmers average
cost of agricultural production per
acre: Nizamabad

Source: Authors field work tabulated in A — 4.14

Table 4.18: No. of farmers average
revenue per acre from agricultural
output: Nizamabad

TOTAL no of farmers TOTAL no of farmers
man-+comp) (man+comp
Sl Rupees Large | Medium Small Sl Rupees Large | Medium | Small
No Range farmers | farmers | farmers no Range | farmers | farmers | farmers
Cooperative m n 0 Cooperative m n 0
1] <3k 0 0 22 1] <3k 0 0 2
2 | 3k—6k 6 18 18 2 | 3k—6k 0 10 30
3 | 6k—9k 14 20 0 3 | 6k—9k 0 4 4
4 | 9k —12k 18 2 0 4 | 9k —12k 14 24 4
5 | 12k — 15k 2 0 0 5 | 12k — 15k 8 2 0
6 | 15k — 18k 0 0 0 6 | 15k — 18k 4 0 0
7 | 18k — 21k 0 0 0 7 | 18k —21k 10 0 0
8| >21k 0 0 0 8 | >21k 4 0 0
Commercial bank Commercial bank
9| <3k 0 0 16 9 | <3k 0 0 0
10 | 3k -6k 0 10 14 10 | 3k—-6k 0 0 28
11 | 6k—9k 3 18 6 11 | 6k -9k 0 0 4
12 | 9k —12k 21 8 0 12 | 9k — 12k 0 24 4
13 | 12k — 15k 8 0 0 13 | 12k — 15k 0 6 0
14 | 15k — 18k 0 0 0 14 | 15k — 18k 10 6 0
15 | 18k — 21k 4 0 0 15 | 18k — 21k 8 0 0
16 | >21k 4 0 0 16 | >21k 22 0 0

Source: Authors field work tabulated in A — 4.17

Source: Authors field work tabulated in A — 18
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In Nizamabad district, it is observed from Table$74and 4.18, that most of the
large farmers have an average cost of productidretaround Rs.9,000 — Rs.12,000 per
acre, while the average revenue per acre from wagral output is around Rs. 15,000 —
Rs.18,000. The medium farmers indicate their averamgt of production to be around Rs.
Rs.6,000 — Rs.9,000 per acre, while the averagentev per acre from agricultural
production is around Rs.9,000 — Rs.12,000. Theldarahers state that their average cost
of production is around Rs.3,000 per acre and lebde the average revenue per acre

from agricultural production is around Rs.3,000s-65000.

4.2.1.6. Institutional and Non-I nstitutional Credit Distribution

The details of credit availed by farmers from mdaaglers, relatives/friends,
landlords, cooperative and commercial banks duldsg year and current year, in West
Godavari, Chittoor and Nizamabad districts, arevigled in A — 4.19 to A — 4.22, A —
4.23t0 A—4.26 and A —4.27 to A — 4.30, respetyi

Major observations in all the districts were tha targe farmers obtain substantial
amount of their loans from commercial or/and coapee banks. Secondly, during
discussions, it is also learnt that some large éasmvhile availing loan from commercial
bank on one part of their large landholding alsmage to get loans from cooperative or
vice-versa. It is observed that credit was predamtly borrowed from money lenders by
small farmers. Thus, the dependence on non-instiait sources of finance is highest

among small farmers, followed by medium farmers.

4.2.1.7. Farm Input Expenditure

The details of expenditure on major farm inputs, g&e by the farmers in West
Godavari, Chittoor and Nizamabad districts are ged in A — 4.31, A — 4.32 and A —
4.33, respectively. Details on major expendituresagriculture related activities were
sought from the respondents to give an idea onnthgr expenses incurred by the
farmers. There could be various other expensesetkel® agricultural production not
reflected here. It was found that expenditure orricajural implements and
cows/buffaloes/bullocks is not much reflected sitlogy are long term investments and
once invested incur only maintenance expenditurangsubsequent years as compared to

the others recurring expenditure heads mentioned.
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The overall average (Sl. no. VI) of all farmersWest Godavari district in A —
4.31, depicts that the percentage expenditure diliders is highest with an overall
average of 32 percent of their total expenditurgisTs followed by an overall average
percentage expenditure on pesticides with 17 péera#ntheir total expenditure.
Percentage expenditure on land improvements is wékt 16 percent of their total
expenditure, followed by expenditure on manpowethwl4 percent of their total

expenditure.

It is observed that in case of large farmer, alm®stpercent of their total
expenditure is spent on fertilisers. Next is thecpatage expenditure on manpower
forming 24 percent of their total expenditure, doed by 14 percent on land
improvements. In the case of medium farmers 32gperof their total expenditure is on
fertilisers, followed by 19 percent on the land mwements and 18 percent on pesticides.
In the case of small farmers 39 percent of thealtexpenditure is on fertilisers, followed
by 19 percent on land improvements and pesticiblext is the expenditure on seeds

forming 18 percent of their total expenditure.

The overall average of all farmers of Chittoor distin A — 4.32, shows that the
percentage expenditure on seeds is highest withvarall average of 27 percent of their
total expenditure. This is followed by an overalleege percentage expenditure on

fertilisers with 20 percent and manpower with 18cpat of their total expenditure.

Similarly, in the case of Nizamabad district, itabserved in A — 4.33, that the
percentage expenditure on seeds is highest withvarall average of 26 percent of their
total expenditure. This is followed by an overalleenge percentage expenditure on

fertilisers with 21 percent and manpower with 16cpat of their total expenditure.

The changing patterns of expenditure incurred aobably due to the regional
variation in the crops being grown and chargestlier various inputs as observed from
Tables 4.4, 4.5 and 4.6.

4.22. Broad Significance of Background/Characteristics of Bank Manager
Respondents

In all the three regions, in each of the four bavikged, the branch manager, the
accountant and the field officer were interview&d.mentioned in Research Methodology
of Chapter-1, they would be referred as bank masagehe report. Thus, bank managers

of the three regions together form the total managmple of 36, as seen in Table 4.19.
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Table 4.19: Manager Respondents sample size

Sl No Bank Wise Cooperative Bank Computerised Bank Total
Operations MAN OPS COMP OPS MAN OPS COMP OPS
1 WG Manager 3 3 3 3 12
2 CH Manager 3 3 3 3 12
3 NZ Manager 3 3 3 3 12
Source: Authors field work Total MGR Respondents 36

Though, fairly a small sample however are expetbegrovide a good picture of
the effect of computerization on banking operatiosisice they utilise computerised
systems to provide banking service to customersmaAationed earlier, in case there are
no computerised rural branches, the computeriseutsdan branches having substantial
agricultural loaning operations would be approacfduls, in West Godavari and Chittoor

district the Tadepalligudem, SBI and Piller, SBIreveurveyed respectively ( A — 4.35).

A — 4.34 provides a general perspective of aguealt credit and banking

operations in the banks surveyed.

The average number of accounts in manual and camged operations bank are
4325 and 5066, respectively. The average humbkeraofapplications received in manual
and computerised bank operations bank are 892 @ddréspectively. Among them, 809
loans in manual operations bank were sanctionede \ah those applied in computerised
operations bank were sanctioned loan. The averageumt of agricultural loans
sanctioned in manual operations bank are Rs.98Jakhile in computerised bank it is
Rs.160 lakhs.

It is observed that the average number of daysntakesanction a case of
agricultural credit in cooperative banks, whethemputerised or not, is around 27 days,
while it takes just 6 days in commercial bankseXplained earlier, the delay is due to the
credit sanctioning process being very long in coajpee. It is expected that
computerisation would help in reducing this delalgere has been quite good repayment
in these banks. The average percentage of repayhelitthe banks has been around 81

percent.

Thus, overall these banks are performing quite weéih adequate number of
customers and have good agricultural loaning didszi Hence, survey of these banks and
their customers can provide better insight for carapve study of computerised and non-
computerised banking operations. This would aldp teestudy the effect of computerised

banking operations on providing banking services.
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The bank branch and managers’ details are tabulatéd— 4.35. It is observed
that all the bank officials interacted with, haditqugood experience and hence their
responses are expected to be well seasoned and peaful for the study. The total
number of villages under the bank branch variednfrine highest of 55 villages for

manual commercial bank to the lowest of 3 in theeaaf manual cooperative.

4.2.3. Broad Significance of Background/Characteristicsof I T Staff Respondents

The Information Technology Staff/System Adminisbrat (ITS) sample surveyed
is 17 as tabulated in Table 4.20. 12 belongedadTfcomputer department of respective
bank surveyed. Among them few were surveyed atistelocated in their respective
regions bank branch, while the others were surveyeheir respective banks head office.
5 belonged to the third party organisation (Coaptibechnologies) implementing IT

solutions in cooperatives.

Table 4.20: ITS Sample Size and respondent departme nt details

Sl. no. Department Yes No
1 IT/Computer Department 12
2 Third Party organisation implementing IT solutions 5
Total Number of Respondents 17

Source: Authors field work

Though the sample size is small, they are expdotedovide a good picture on the
benefits of computerisation since they are knowdadide about the systems, are
technically sound and responsible to implementctraputerised banking solutions. Due
to their small sample size their findings are usedupport and reinforce the findings of

the farmers and managers analyses.

Table 4.21 tabulates the details of the averageogheof experience of the
respondents. It is observed that the ITS resposdemie quite good experience in their

field and hence their responses would be very Ufafthe present study.

Table 4.21: Average period of experience of the ITS  respondents

Sl. no. | Department Average exp. (yrs)
1 In banking sector 22 years
2 In rural branches 7 years
3 In the IT/Computer department 6 years
4 In rural areas in computer department / 3rd party 3 years

Source: Authors field work
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In the case of the respondents of computer depattmeural areas including the
third party the average years of experience isésy€erhis is so since computerisation in

rural areas is a recent development.

4.24. Broad Significance of Background/Characteristics of Top Management
Respondents

The Top management sample surveyed is 15 as irdicaiTable 4.22.

Table 4.22: Department the TM respondents belong to

Sl. no. Department Yes No

1 Rural / Institutional Development Department 15 0

Source: Authors field work

The top management are executives at the hea@d®fficated in Hyderabad, the
state capital of Andhra Pradesh. Few of them ae@ éNgher authorities i.e. they have the
rural/institutional development departments undbeirt purview apart from other

departments.

Table 4.23: Average Period of experience of the TM  respondents

Sl. no. Department Average years of experience
1 In banking sector 27
2 In rural development area 16

Source: Authors field work

The average period of experience of respondertiamking sector is 27 years and

in rural development area is 16 years, as indicatd@ble 4.23.

Here too, it may be noted that the sample sizenalshowever, they are expected
to provide strategic view on the benefits of corgpisaition. Due to their small sample size
their findings are used to support and reinforeefthdings of the farmers and managers

analyses.
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4.3. Conclusion

This chapter provides a useful perspective of tioéilp of the respondents, in light

of which the analyses need to be interpreted.

There has been almost equal representation dialbanks viz. computerised and
non-computerised, commercial and cooperativesersthdy. The total sample size of the
farmer customers of these banks is 336. There éas Bariety of agricultural production
in each district, with West Godavari producing mofgaddy, Chittoor producing more of

sugarcane and Nizamabad producing more of maiz@aahdly.

It is also observed that most of the farmers swedegarn just sufficient annual
incomes, which is inadequate and are in need oéromdit for carrying out agricultural
operations. It is observed that the cost of pradagper acre has been a little higher for
large farmers as compared to small farmers. Theraso higher dependence of small
farmers on non-institutional credit. It is also ebh&d that maximum expenditure is on

fertilisers, manpower, land improvements, pesteialed seeds.

The banks surveyed overall had good performance agrttultural loaning
activities. The bank mangers had good experiencianfield of banking and in rural
branches, while the IT staff also had good expegein IT and banking activities. The
Top Management had also spent quite good amouttteaf career in rural development

department of the bank.

Thus, the above discussions on the profile of tespondents indicates that
appropriate people were surveyed, who can prowgebiest insight on the aspects of

banking activities and the effect of computerisattm banking services.

The quantitative and qualitative analyses performetie following chapters need

to be interpreted in the backdrop of the aboveudised profile.
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CHAPTER 5
BANKING TRANSACTIONS ANALYSES

QUANTITATIVE ANALYSES - |

5.1. Introduction

In the following chapters an attempt is made tongjf,a the intangible benefits
with respect to the banking services offered byRRés to the farming community. This is
done based on the responses on the structuredajuneste from the Farmer customers,
Bankers, Information Technology staff/System Admirators (ITS) and the Top

Management (TM) of respective banks.

In quantitative analyses, the percentage analysesu@ous banking transactions is
first performed, followed by applying appropriat@tsstical tools like weighted average
method and median chi-square hypotheses testingeomatings of the respondents. The
responses are also subjected to qualitative armlisesubstantiate and reinforce the
findings of the quantitative analyses, with disemss on various intangible aspects that

are difficult to quantify.

The quantitative analyses are divided into threggptdrs. The percentage analyses
on various banking transactions are discussedsnChapter (quantitative analyses - I). It
analyses and compares the respondents’ opiniorhernvarious beneficial aspects of

computerised banking transactions and manual bgrikamsactions.

Chapter &deals with Banking Service Perception Analyses @ineithe responses
of all the four set of respondents on various attaréstics of banking transactions are
analysed to study and compare the perception ofpatenised banking transaction and
manual banking transactions by developing apprtpiiadex (quantitative analyses - II).
At first the farmers responses are analysed toirotiatal Perceived Farmer Rating
Index (TPFRI). The ratings of bank managers are then analysedbtain Total
Perceived Manager Rating Index (TPMRI) Similarly, the ratings of thénformation
Technology Staff/System Administrator Rating Index (TPITSRI) and the Top

Management Rating Index (TPTMARI) are also calculated and analysed.

To reinforce these analyses the Computerised andudaBanking Service

Comparative Analyses are performed on all the mis of respondents and discussed in
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Chapter 7 (quantitative analyses - Ill). ThusTotal Farmers Scoring on Bank
Operations (TFSBO) and Median Chi-square analysis rad Hypothesis testingare
performed on the responses of the farmers. Siijlddtal Bank Managers Score on
Bank Operations (TMSBO) and Median Chi-square analgis and Hypothesis testing
are performed on the responses of the bank managbrs is followed byTotal

Information Technology Staff/System Administrators Score on Bank Operations
(TITSSBO) and Median Chi-square analysis and Hypothsis testing.Finally, the
Total Top Management Score on Bank Operations (TTMBO) and Median Chi-

square analysis and Hypothesis testingre performed.

Qualitative analyses on the potentials, constraiats computerisation and
improvement of banking service are performed ing@@a8. Thus, both quantitative and
gualitative analyses are performed on the respooisttee Farmers, Bank Managers, ITS
and TM of the respective banks. Those aspectathalifficult to quantify are analysed in
qualitative analyses, which is expected to be musightful and reinforce the quantitative
analyses. This would help in obtaining a holiglicture and understanding the effect and
impact of the computerised banking operations on tle® customers receiving
computerised banking services b) the personnelin§ehe service and c) the banking

organisation.

As mentioned earlier, though the sample size ofifi®&and TM respondents are
small, their analyses are expected to provide batg#ght, support and strengthen the
analyses of the farmers and managers responses.méa@ and standard deviation
analyses are also performed for the responsesebyotir set of respondents. It may be
noted that the table in A — 6.5 the master table, with indications for the o&dtion of
rating index and scores. These indications areaimgd in the document while discussing
the calculation process. The same calculation gsoefollowed in tables from A — 6.2 to
A-6.4, A-65t0A-6.8andA-69to A1B.

5.2. Percentage Analyses on Various Banking Transi@ans

The responses of all the four sets of respondemtgadous banking transactions
are subjected to percentage analyses in this sedidfirst, the responses of the farmers
are subjected to percentage analyses. This iswletloby percentage analyses of the

responses of Bank Manager, ITS and TM.

10z



5.2.1. Analysis of Farmer Responses

In Table 5.1, opinion on whether computerisatiorod’ improve the overall
banking service was sought from the respondentshef manualoperations branch.
Whereas, the respondents of the computeriegerations were asked whether

computerised operations ‘has’ improved their bagldervice.

It is interesting to note that 56 percent is therage of respondents of all the three
regions of manual operations bank who are positnet state that computerisation ‘would’
improve the overall banking service. The resporsl@fitWest Godavari district are all
favouring computerisation of banks. Whereas, 42qu@rof all the three regions state that

they don’t know whether computerised operationsldiaaprove the banking service.

83 percent was the average of respondents ofathtiee regions of computerised

operations bank who opined that computerisationfdeed improved banking service.

Table 5.1: Opinion on Computerisation improving overall banking servi ce : Farmers
(nos. & percentage)
Cooperative & MANUAL OPERATIONS COMPUTERISED OPERATIONS
Sl. : DON'T DON'T
NG, Commercial Bank YES | NO | now | Total | YES | NO | oo\ Total
I.1 | West Godavari district 60 0 0 60 54 2 0 56
1.2 | Percentage 100% | 0% 0% 100% | 96% | 4% 0% 100%
II.1 | Chittoor district 20 0 36 56 50 0 10 60
Il.2 | Percentage 36% | 0% 64% 100% | 83% | 0% 17% 100%
1.1 | Nizamabad 18 4 34 56 35 9 6 50
.2 | Percentage 32% | 7% 61% 100% | 70% | 18% | 12% 100%
Average Percentage 0 0 0 0 0 0
v (1.2+ 11.2+111.2)/3 56% | 2% 42% 83% | 7% 10%

Source: Authors field work tabulated in A-5.1, A—5.2 & A -5.3

Only an average of 7 percent of respondents oftladl three regions of
computerised bank state that computerization hasmproved the bank service. It is
understood on further interaction that these fasrhed encountered some bad experiences
during their transactions like, printer breakdovamg time to transact due to staff on leave
and may not be directly attributed to computerisatnly. However, these situations are
infrequent and may not be encountered by most loéret In Nizamabad district this
percentage was relatively high of 18 percent, whmbuld be probably due to

computerisation being recently introduced with higtidences of such problems.

As seen in Table 5.2, the average time taken fondas to get their turn after

waiting in queue during fresh loan disbursal wasuad 37 minutes in computerised

104



operations bank, whereas, it took almost as high2asiinutes in the manual operations
bank. The time taken to complete transaction wastlamong commercial computerised
banks. It was also observed that computerised cabpes take more time (high of 58
mins) than manual Commercial banks (54 mins), wlidohld be attributed to the fact
computerisation is in process in the cooperativeikbaHence, the staffs of computerised
cooperative are taking time to get used to the system.

It takes 11 minutes to complete a transaction immaerised operations bank,
while it takes almost 15 minutes to do the sanmease of manual operations bank. This 4-
5 minutes extra per customer causes good amout¢lay and huge queue, considering
the crowd especially during season. The average taken to complete transaction was
12 minutes for computerised cooperative bank and wlaser to manual operations

commercial bank due to the reasons explained earlie

Table 5.2: Average Time spent for various Banking Transactio ns : Farmers
(in minutes)
Average — | Time taken for Time taken|Time taken|Time taken |Time taken
S| turn, after waiting |to to update [to meet to travel to
N Bank wise in queue during  [complete a|passbook |manager for [bank from
0. | District season (that transaction clarifications |home
year's fresh loan)
MAN MAN |COMP| MAN [COMP| MAN [ COMP | MAN |COMP
ops | COMPOPS| ops | ops | ops | ops | ops| ops | ops | ops
West Cooperative 65 58 13 | 12 5 5 10 9 13 16
I Godavari Cgmmerual bank 54 30 13 8 5 3 9 6 30 24
District Average 59 44 13 |10 5 4 9 7 21 |20
Cooperative 42 28 15 12 5 5 5 4 23 24
Il |Chittoor [Commercial bank 34 25 14 | 10 5 3 5 4 20 | 27
District Average 38 27 15 |11 5 4 5 4 21 26
Nizamab Cooperative 76 43 14 12 5 4 6 5 28 26
1] ad Commercial bank 40 39 13 | 11 5 4 5 5 24 25
District Average 58 41 14 |11 5 4 6 5 26 |25
IV |Overall Average 52 37 14 | 11 5 4 7 6 23 | 24

Source: Authors field work tabulated in A —5.4, A—55& A—-5.6

The average time taken to update passbook in camged commercial bank was
3 minutes, being least among all, while in othesesait took almost 5 minutes each. As of
survey date, no printed update of passbook wagyhgiren to farmers of computerised
cooperative, as was being given at computerisechcial bank. Presently, the overall

average time taken to update passbook, seems abaos with no much difference
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between a computerised and manual operations bdmkever, it must be noted that

printed passbook is more clear and readable.

The average time taken to meet manager for anyfickions in manual and
computerised banking operations shows not muclereifice, each taking around 6 to 7
minutes. The average time taken to travel from hetonne bank was primarily analysed
to find the amount of time the farmers had to itvEs banking activities at an
opportunity cost of agricultural activities. Thistdlly depended on the distance of the
bank from the residence of the farmers interviewed the availability of convenient
transport. On an average the farmers surveyed dvagend almost 20 minutes to reach
their bank.

As observed in Table 5.3, the average number ofs dgent for 'No dues
certificate’ was almost 3-4 days. The ‘SanctionaigAgricultural credit' was faster in
computerised operations bank taking an average afa®s, while it took almost 26 days
in the case of manual operations bank. It is teaen that it takes much lesser number of

days in commercial bank as compared to cooperatives

The process of sanctioning in cooperatives is diffe from that in commercial
banks. It was observed that cooperatives fix ciedits to each farmer in their area based
on the land characteristics (size, soil, uplaney land etc.), crops grown, etc. and the
PACS secretary waits until good number of applawai are received. These are then
processed together and then only sent as a whol®Q&B for approval. The
formalities/procedures to be followed are the sawen for one application and hence the
PACS secretary waits for good number of applicatiom begin the procedures. Lot of
time is also taken to verify the documents of theriers and then the formalities of land
hypothetication to the cooperative are to be ddrneaSub-registrar office. Whereas, in
commercial banks the sanctioning process is Ifakter. Only relevant documents like
asset documents, Patadari Passbook etc, 'No duidicag’ from other banks and
credentials of the farmer are taken and verifigdraihich the commercial bank manger
himself sanctions. He is authorised to sanctiocettain limits by virtue of his post, which
can meet most of the requirements of the agricilttommunity. Only in cases of large
long term loans the required files need to be reteto higher authorities. However, the

farmers during discussion state that this time h&oto be reduced.
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Table 5.3: Average days spent for 'No Dues Certificate’, 'San  ctioning of Credit' and

'Repayment of Credit' : Farmers (no. of days)
District Average —» | Average no. of Average no. of Average days taken to
S| days spentto get | days to sanction [ repay the credit taken
no Bank wise ‘No Dues the credit applied | after selling the
Certificate from for agricultural
other bank produce/output
MAN COMP MAN COMP MAN
OPS OPS OPS OPS OPS COMP OPS
B T T ——
Godavari ommercia’ ban
District Average 2 2 27 25 4 3
Cooperative 5 3 42 31 3 10
Il Chittoor Commercial bank 6 5 15 11 4 5
District Average 6 4 29 21 4 7
Ni b Cooperative 5 3 35 31 6 5
1] a(ljzama Commercial bank 2 2 13 11 4 4
District Average 4 3 24 21 5 4
IV | Overall Average 4 3 26 22 4 5

Source: Authors field work tabulated in A -5.7, A-5.8 & A—-5.9

These banks also had good repayment. The farmarmsysa state that they repay

their credit on an average within 4-5 days afteytsell their produce.

Table 5.4 tabulates the percentage of 'Yes' givgnthl® respondents on
dichotomous scale on various banking operationswds observed that all farmers
experienced crowd during most of their visits dgrseason, with 97 percent of manual
operations bank respondents stating ‘Yes’, whilep86cent of computerised operations
bank stating the same. The relatively lesser crmmzbmputerised operations bank could

be attributed to the relatively faster transactionsomputerised bank.

An average of 96 percent of the respondents of alasperations banks state that
the bank was crowded with books, ledgers, papers ehile just 65 percent of the
respondents of computerised operations bank stateame. In computerised commercial
bank in West Godavari district a clear cut disimetto the question on the bank being
crowded with books, ledgers, papers etc. with ddlypercent saying 'Yes', indicating that
85 percent of them stating that the bank was ratlotdooks, ledgers and papers. This
can be attributed to the fact that due to compsdéion there was relatively reduced
utilisation of books, ledgers etc. While in compiged cooperative bank, good percentage
of respondents felt that the bank was crowded Wwiabks, ledgers and papers. This is

because computerisation is in process and thestllisise of books, ledgers and papers.



However, they too are expected to experience theflig after the transition from manual

operations to computerised operations is complete.

Almost 56-53 percent of respondent state that ek bstaff took long time to
locate accounts and for transactions. There ate ¢ugh percentage of respondents who
experience long time being taken by bank staffrix@ss their documents. 92 percent of
the respondents in manual operations bank feltttieabank staff take long time to process
their documents, while it was relatively lesserceatage of 78 in the case of computerised
operations bank. It is understood that computeoisaspeeds up internal processes but
when applications and documents need to be dethitexternal agencies like DCCB, sub-
registrar office etc. there was delay. If theseéceff are networked, it is envisaged that the

present delay can be drastically reduced.

Table 5.4: Percentage Responses as ‘Yes’ on various bankingt  ransactions : Farmers

(Percentage)
Sin Bank operations | West Godavari Chittoor Nizamabad Avg.
o. Questions Coopera |Commer |Cooper |Comm |Cooperati (Comm
tive cial ative ercial |ve ercial
Bank crowded with people during|Manual 93 87 100 100 (100 100 |97
1 = duri
most o vour Visls, duinglcomouerised (93 |74 |80 |70 |00  |100 |86
, |Is the bank crowded with books [Manual _| 87 87 100 [100 [100 100 |96
ledgers, papers etc.? Computerised 80 15 100 13 83 100 |65
Does the staff take long time, to|Manual | 13 7 27 20 40 56 27
3 t d f
L?;:r?;zctior?sc’;:oun s an or Computerised 0 0 12 9 41 53 19
, |Does the bank staff take long|Manual _| 93 93 100 |77 [100 90 92
time to process your documents? (Computerised 93 89 80 42 93 73 78
5 [ls any information you seek is Manual | 93 100 100 93 93 100 |97
provided quickly? Computerised 100 100 100 100 (93 100 |99
Do the bank officials frequently|Manual | 0 0 0 0 0 0 0
6
itﬁgtttehne:itvgj?ey are busy and are Computerised 0 0 0 0 0 0 0
, |Do the bank officials send you off{Manual | 0 0 0 0 7 0 1
without any reason? Computerised 0 0 0 0 0 0 0
g [1s there a need to keep aside aManual | 7 13 100 100 |93 90 67
day for banking purpose only? Computerised 0 7 87 82 100 100 (63
o |Do you experience any red-tape|Manual | 0 0 0 0 0 0 0
while getting agricultural credit?  |Computerised 0 0 0 0 0 0 0
10 |Do you experience any corruption Manual | 0 0 0 0 0 0 0
while getting agricultural credit?  |Computerised 0 0 7 0 0 0 1
2vts |67 80 20 33 50
Manual |3-5 vts |40 20 60 80 77 81 60
11 |Number of visits to bank from 6-8 vis |20 40 30 25 25 28
application to sanction of loan. (%,
for no. of Visits) Compute 2vts |93 93 30 20 17 10 44
rised 3-5vts |20 20 67 87 91 87 62
6-8 vts 20 20 10 15 16

Source: Authors field work tabulated in A —5.10, A-5.11 & A-5.12
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It was observed that across all the banks, theorslmts’ state that any
information sought was provided quickly, the baffiic@ls are quite attentive and do not
send off without any reason. Similarly, the resportd state that they do not experience
much red-tape and corruption while getting agrigak credit. Though, few farmers in

Chittoor district did state that they experienceduption in cooperatives.

Almost 65 percent of respondents of all banks apihat they need to keep aside a
day for banking purpose only. It was observed thast of the farmers work was done in
3-5 visits in all the banks as stated by an aveddd&l percent respondents. However, an
average of 28 percent of respondents in manuabhtipas bank state that they had to visit
the bank 6-8 times from application to sanctiorcredit, while it was the case by only 16
percent in computerised operations bank. Thus,ititi€ates that most of sanctioning in

computerised operations bank happens within 3i&vis

5.2.2. Analysis of Bank Managers Responses

It is observed from Table 5.5, that the averagebamof days to sanction a case of
agricultural credit in cooperative is clearly véngh as compared to commercial bank The
managers of respective banks state that it took&8ays on an average to sanction a case
of agricultural credit in the case of cooperatiwebgereas, it took just 5-6 days in case of
commercial bank. This is primarily due to the piahoel differences in the way loans are
sanctioned in cooperative and commercial banks. é¥ew there seems a gap in the
number of days taken to sanction credit in comraétzanks, as perceived by farmers in
Table 5.3 and as indicated by the bank managefalote 5.5. This difference could be
due to reasons that though the loan is sanctiontakes more days by the time the order
is in its final form and the loan credited/reackies farmer, and hence the farmers state

that it takes some 11-17 days.

The average percentage repayment in manual cooeveas 84 percent and for
computerised cooperative it was 75 percent. Ircds® of manual commercial the average

repayment percentage was 72 percent and for congrdecommercial it was 93 percent.

The average time taken to complete one transaafoa farmer in manual
operations bank was 14 minutes, while it just t@wiund 8 minutes in computerised
operations bank. Thus, it takes approximately Suteis more time for a single transaction
in manual operations compared to computerised tpesa This saving using

computerised operations when projected for the shizy, month and year is a large



saving in computerised operations, which could pprepriately utilised for business

development.

Average time taken to update a passbook of a fatmaranual operations bank
was stated to be 5 minutes. Whereas, it took appaiely 3 minutes in computerised
banking operations. The average time spent on pape per day was approximately 7
hours in manual bank operations and approximateips in the case of computerised

bank operations.

Table 5.5: Average of various banking activities and transac tions : Bank managers

Iﬁlé Questions Op(?rzrt]ii;ns Cooperative | Commercial Avg.
Summary of A— 4.34 (mto p)
1 Average number of days taken to sanction a case of |Manual 28 6 17
agricultural credit (days) Computerised 25 5 15
2 |Percentage repayment of credit ( % ) ?:As:::)iterised 273‘51 Z;?:, 273?1
Summary of A—5.13
1 Average ti_me taken to complete one transaction of a [Manual 15 13 14
farmer (mins) Computerised 9 8 8.5
2 Average ti_me taken to update a passbook of a Manual 5 5 5
farmer (mins) Computerised 4 3 3.5
. Manual 7 7 7
3 |Average time spent on paper work per day (hrs) Computerised 6 5 55
4 Average time spent interacting with farmers per day [Manual 5 4 4.5
(hrs) Computerised 6 5 5.5
5 _Average number of days to fix a technical problem [Manual
in the computer (days) Computerised 2 1 1.5
5 Approximate number of clarifications by farmers Manual 4 3 3.5
i e I poeeock bt ontt e 1010 computrisd | 2 > | o

Source: Authors field work tabulated in A —4.34 (mto p) & A—5.13

The average time spent for interacting with farnpes day was approximately 5
hours in manual bank operations and approximatehlpo®rs in computerised banking
operations. The average number of days to fix eolrtical problem in the computers was
stated to be 2 days in computerised banking opeistiThis has to be reduced to reduce
the downtime of the computerised operations. RAmathe approximate number of
clarifications by farmers regarding entries in ggssbook per month due to no-clarity of
what was written in passbook was 3 times in casaafual operations and 2 times in case

of computerised operations.
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5.2.3. Analysis of Information Technology Staff/Sytem Administrators’ Responses

Table 5.6, tabulates the ITS responses on theaep&on of the attitude of their
management towards computerisation of PACS/ruaatdires. 59 percent of the ITS state
that their management encourages computerisatiauralf branches, while 33 percent felt
that their management was against computerisaBopercent of them felt that the

management is neutral.

Table 5.6: Attitude of their management towards computerisat ion of PACS/rural

branches: ITS

Sl. Attitude towards bank computerisation Average of Percentage
no. percentage

1 |Encourage computerisation of rural branches 82 =82*100/139 59

2 |Against computerisation of rural branches 46 33

3 |Management is neutral 11 8

4 [TOTAL 139 100

Source:_ Authors field work

The reason being attributed to the top manageneinglagainst computerisation
is that, they presently are unaware of the newniglclyy and not interested to know more
about it since most are towards their end of carBecondly, during discussion some
respondents under anonymity state that few ofdpertanagement were involved in some

misappropriation cases, which they fear would bedd if computerised.

Table 5.7 tabulates the ITS opinion on fully congpisied branch/PACS. 100
percent of them state that both front and backcefshould be computerised and all

banking activities should be done through them.

Table 5.7: Opinion on Fully computerised branch / PACS: ITS

Sl. no. Attitude towards bank computerisation Percentage
1 Front office computerised 0
2 Back office computerised 0
3 Both front and back office computerised and all banking 100
activities done through/using them

Source: Authors field work

The opinion on whether computerisation of banksihgsoved their functioning
is tabulated in Table 5.8. 88 percent of the ITSpomdents have opined that
computerisation has indeed improved the functiowihthe bank, whereas 12 percent said
that there is no improvement. 82 percent of ITStestdhat rural financial
institutions/branches should be computerised, wtig@percent state otherwise, as seen in

Table 5.9.
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Table 5.8: Opinion on whether computerisation of banks ha s improved their
functioning: ITS
Sl. no. Opinion on improvement of bank functioning Percenta ge

1 YES 88

2 NO 0

3 Somewhat 12

4 Don't Know 0

5 TOTAL 100

Source: Authors field work

Table 5.9: Should rural financial institutions/branches be ¢ omputerised? :ITS

SI. No. Opinion Percentage
1 YES 82
2 NO 18
4 Don't Know 0
5 TOTAL 100
Source: Authors field work
Table 5.10 tabulates the responses on the major constraintsle wh

building/implementing IT infrastructure in rurainfincial institutions. 33 percent of ITS
respondents felt that the major constraint is #ek lof constant power supply. This is
followed by 21 percent of them stating that theeswack of enough training to personnel
using the system. 16 percent of the respondents ttat it was very costly to build and

implement IT solutions and lack adequate skillebpenel to maintain the infrastructure.

Table 5.10: Major Constraints while building/implementing IT infrastructure in RFIs

(TS
ﬁlc') Major Constraints ; eslgg nosf es Percentage
1 |Lack of office space 1 =(1*100)/43 2
2 |Lack of constant power supply 14 33
3 |Lack of enough people to maintain the infrastructure 7 16
4 |High maintenance cost 5 12
5 |Lack of enough training to personnel using the system 9 21
6 |High cost to build and implement IT solutions 7 16
7 |TOTAL 43 100

Source: Authors field work

An attempt was made to estimate the average costoofputerisation and
networking which is tabulated in Table 5.11. Théseestment details are perceived
strategic and hence its details are not easilylged: An attempt however was made to
collect as much information as possible on the saififee responses are definitely
opinionated and are approximate; however they faroseful estimate for the research

study.
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Table 5.11: Cost of Computerisation and Networking: ITS

Sl. no Options 1 lakh |1.5 lakhs |2.5 lakhs |5 lakhs |Total
1 Full-fledged computerisation |No of respondents 2 5 10] 17
of one rural branch percentage 12 29 59] 100

Networking of rural branches
to their District Head Office
Source: Authors field work

2 No of respondents 2 8 71 17

59 percent of the respondents felt that the avecagé of computerisation of a
rural branch is Rs. 5 lakhs. This value is an esinfior 2 PCS, a UPS and a printer. In the
case of PACS, there is Syear service contract @abptions Technologies Ltd. wherein,
the hardware/software/customer support/training laamad handling charges are included
until trained. It is understood that Cooptions ¢gear Rs. 5 lakhs, which is shared by
Andhra Pradesh State Cooperative Bank Limited (ABL @istrict Central Cooperative
Bank (DCCB) and Primary Agricultural Cooperativectty (PACS) in the ratio of
25:25:50 respectively. The average cost of netwaorlaf rural branches to their district
head offices is approximately Rs. 2.5 lakhs asmedtid by 47 percent of the respondents.
The networking cost includes a router, modem atepk®ne line. There is no need to
have a Server, except in cases where there istoegater to large agricultural clientele.
Thus, for full-fledged computerisation of a ruralibch and networking to their head
office, the total cost incurred is approximately. BR$akhs.

An attempt is made to estimate the cost incurrednaor heads for fully
computerising and networking branch/PACS as showfable 5.12.

Table 5.12: Estimate on the major cost heads for a fully comp uterized branch / PACS
and training time : ITS

Slho Major Heads of costs No. of units required Average cost of a unit
1|Server
2|Personnel computer 2 llakh
3| Dot matrix printer 1 Rs. 15,000
4|Modem 1 Rs. 10,000
5(Phone 1 Rs.1,000
6| UPS + battery (2 hr back up) 1 Rs. 15,000
7|Generator 1 Rs. 30,000 + Rs.1000/ month
8| software Rs. 80 Lakhs for 22 DCCB and
570 branches

9|IT maintenance Staff Rs. 8,000

10[Networking, Cabling etc. Rs. 15,000

11|Paper / Stationery Rs. 3,000 / month

12| Training to use the system Rs. 10,000

13| Miscellaneous recurring costs Rs. 3,000 / month

14|Fixed Cost (1+2+3+4+5+6+7+10+12) approximately Rs. 3,62,000

15| Variable cost (7+9+11+13) per month approx. |15,000

16{Average time to train one bank official approximately 1.5 months

Source: Authors field work
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The average cost depends on the configuration efetjuipment bought and the
prevailing market prices. The fixed cost was estgdaaround Rs.3,60,000/- and the
variable cost was estimated to be around Rs.15,@@0/month. The variable cost may
range between Rs.5,000 — Rs. 15,000 per month,ndame on the need for using
generator, the requirement of the IT maintenara# stc. The average time taken to train

one bank official was stated to be approximatebyrionths.

5.2.4. Analysis of Top Management Responses

80 percent of the top management opined that ftdiyputerised branch/PACS
was one that has both front office and back oftiomputerised and all banking activities
done through them, as seen in Table 5.13. Whe28gsercent of them state that it should
be able to perform all transactions real-time witiine processing and delivery of service
in an integrated manner. It should also enable @did Support System (DSS) for the
bank management, which should provide inputs wihiterporating the events happening

in the external environment.

Table 5.13: Opinion on Fully computerised branch / PACS: TM

Sl. no. Opinion Percentage
1 Front office computerised 0
2 Back office computerised 0

Both front and back office computerised and all banking activities done

3 through them

80

4 Others, Please specify 20
Source: Authors field work

Table 5.14tabulates the opinion on the whether computerisatib banks has
improved their functioning. 87 percent of the toamagement respondents are affirmative,
while 13 percent of them state that computerisatibhanks has somewhat improved the
functioning of the bank. 100 percent of the top agement opined that rural financial

institutions/branches should be computerised as ise€able 5.15.

Table 5.14: Opinion on whether computerisation of banks has i mproved their
functioning : TM
Sl. no. Opinion on improvement of bank functioning Percenta ge
1 Yes 87
2 No 0
3 Somewhat 13
4 Don't Know 0
5 TOTAL 100

Source: Authors field work
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Table 5.15: Should rural financial institutions/branches be ¢ omputerised? : TM

Sl. no. Opinion Percentage
1 Yes 100
2 No 0
4 Don't Know 0
5 TOTAL 100

Source: Authors field work

The major constraints while building/implementing Infrastructure in rural
financial institutions are tabulated in Table 5.2G. percent state that constant power
supply is a major constraint, followed by 24 petdedicating that there is lack of enough
training to use the computerised systems. 20 peafehe top management feel that there

are not adequate personnel to maintain the infretsire.

Table 5.16: Major Constraints while building/implementing IT infrastructure in RFIs: TM

Sl. no Major Constraints No of Percentage
responses

1 | Lack of office space 4 =(4*100)/41 10
2 Lack of constant power supply 11 27
3 | Lack of enough people to maintain the infrastructure 8 20
4 | High maintenance cost 5 12
5 | Lack of enough training to personnel using the system 10 24
6 | High cost to build and implement IT solutions 3 7

7 | TOTAL 41 100

Source: Authors field work

An attempt was made to estimate the average costoofputerisation and

networking which is tabulated in Table 5.17. As tered earlier, these investment

details are perceived strategic and hence wereasity divulged. An attempt however

was made to collect as much information as possiblehe same. The responses are

definitely opinionated and are approximate; howehey form a useful estimate for the

research study.

Table 5.17: Cost of Computerisation and Networking: ™
Sl. no Options 1lakh |1.5lakhs |2.5lakhs |5 lakhs |Total
1 Full-fledged computerisation |No of respondents 2 9 4 15
of one rural branch Percentage 13 60 27 100
2 Networking of rural branches |No of respondents 8 7 15
to their District Head Office  |percentage 53 47 100

Source: Authors field work

60 percent of the TM respondents state that onvarage, a cost of 2.5 lakhs is

incurred for full-fledged computerisation of a rupganch and 53 percent state that it takes
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almost the same amount for networking of rural bres to their district head office. It
needs to be noted that for computerizing ruralrfamal institutions, the past data entered
on books has to be converted to digital data, wineblves lot of labour. The respondents
also opined that, if investment on computerisatioas not done now and upgraded
incrementally at certain amount per year, it shatlst very high later, when

computerisation becomes lifeline and inevitable

Table 5.18: Opinion on setting up of Rural Credit Information Bureau (RCIB) having
updated information and networking rural branches t o improve the flow of agricultural
credit:T™M

Sl. No Opinion No. of Respondents Percentage
1 YES 12 87
2 NO 0 0
3 Not Sure 2 13
4 Don't Know 1 0

Source: Authors field work

In Table 5.18 the opinion on setting up of Ruragdir Information Bureau (RCIB)
having updated information on rural population dmking up of rural branches to
improve the flow of agricultural credit, is tabuddt 80 percent of the top management
respondents state that it should be setup. 13 meof¢hem are not sure and 7 percent of

them don’t know whether it should be setup.

5.3. Conclusion

The first part of the quantitative analyses haslweme in this chapter. An attempt
has been made to quantify the intangible benefitsomputerised banking operations by
subjecting the obtained responses from the farniensk managers, ITS and the TM to
percentage analyses. All three representativeatsiput together, the total sample size of
farmers are 336, bank managers are 36, IT stafi@rand the TM sample size are 15.
Thus the total sample size of the respondentsds 40

This section is divided into five; a) conclusionfafmers’ analyses, b) conclusion
of bank managers’ analyses, c) conclusion of ITff staalyses, d) conclusion of TM

analyses and e) the corollary & conclusion whicthésgist of all the above analyses.

5.3.1. Conclusion of Farmers’ Analyses

The percentage analyses on various banking transadbtas been performed on

the farmers’ responses. Most of the respondentmamual operations bank felt that
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computerisation would help to improve the bank mew and most of the respondents of
computerised operations felt that computerisatias fmproved the banking services.
There are also instances of computerised bank mespts who felt either, that
computerisation has not improved the bank servioesthey don’'t know whether
computerisation has improved the bank service. Ehibserved since as on the date of
survey, computerisation has been recently introducerural commercial banks, and
expected to show its effect in due course of time.

The Percentage analyses of all the three distinclieates that the average time
taken for farmers to get their turn after waitimggueue during fresh loan disbursal was
found to be least in computerised commercial baslkawis that for others banks. The
time taken to complete a transaction was againt leaghe case of computerised
commercial, followed by computerised cooperativhe Time taken to update passbook
and the time taken to meet manager for clarificatioe almost same in all banks, except
for marginal reduction in the case of computerisechmercial. However, such marginal
reduction also is important and needs to be given@on due to its cumulative positive
affect as well as due to increase in efficiencyr@period of time.

The average number of days spent to get ‘No dudBicate’ from other banks
was found to be on an average 3 to 4 days. Thge tm@any man-hour days of farmers are
lost and needs to be reduced. The average numtbaysfto sanction the credit applied
was the least of 11 days in the case of computedsenmercial and a highest of 42 in the
case of manual cooperative. This number of daysi:ée be drastically cut down for
quicker availability of financial resources to theeedy and thus facilitate better
agricultural productivity. Secondly, due to theajglthere was increased tendency of the
farmers to approach the moneylenders, and thus,ptivpose for which the rural
institutional agencies are set would be defeatenstMf the farmer respondents’ state that
they repay the credit quite well in time after sgjltheir agricultural produce/output.

Most of the respondents felt that banks are crodihg season, however, the
computerised bank are relatively to a lesser extdhbst of the respondents of
computerised commercial felt that the bank was ¢ese/ded with books, ledgers, papers
etc. as compared to other manual operations bahis. ihdicates that a computerised
operations bank has lesser utilisation of bookglesl papers etc. as compared to manual
operations bank. Some respondent also felt that thvas no reduction in the books,
ledgers, papers etc. in computerised cooperatinis. i$ since the cooperatives are in the

process of computerisation. It is also observetlttia the staff takes relatively lesser time



to locate accounts and for transactions in commeérbank as compared to manual

operations bank.

Almost all of the respondents of all the banks lbtle three regions felt that the
bank staff took long time to process the documestsept for the computerised
commercial bank where relatively lesser numberardpnts feel the same. This means
that computerised commercial banks are relativaster than the other banks. In case of
cooperatives, if the various offices involved innsioning process like sub-registrar
office, DCCB etc. are computerised and networkédyas felt there would be quick
processing and verification of the various docum@ftfarmers and sanctioning of credit.

The respondents of all the banks state that aryrnmdtion that was sought was
provided quickly, none of the bank officials toltht they are busy and are inattentive, are
not sent off without any reason and do not expegemuch red-tape & corruption while
getting agricultural credit. However, the farmersiwthat the bank staff should work with
more dedication.

The respondents of all the banks in all the distritate that there a definite need to
keep aside a day for banking purpose only. Mosh®frespondents claim that they have to
visit bank 3-5 times from the time of applicatian ganction of loan. It is observed that
there has been marginal reduction in the numbewigifs in case of computerised
operations bank, which indicates that the credit loa sanctioned faster over a period of
time by computerised banking operations due tce@ee in the working efficiency.

Thus, from the above farmers’ response analysesait be stated that the
computerised banking operations are better thanualdmanking operations. It can be

further inferred that the commercial bank servigesbetter than cooperatives.

5.3.2. Conclusion of Managers’ Analyses

The percentage analyses on various banking traosadtas been performed on
the bank managers’ responses. The percentage iaraflydl the managers’ of all the three
districts indicate that the average time takendmplete transaction of a farmer and to
update a passbook in computerised operations bask&latively lesser in comparison to
manual operations bank. The average time spent aperpwork by managers’ was
considerably reduced in computerised banking ojersit which in turn has an effect in

terms of increased hours of interaction with themfers. Any technical problem in
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computerised bank was fixed in approximately 2 daysich has to be reduced and

clarification on passbook entries by the farmers lgast in computerised operations.

Thus, from the above it can be stated that the bauakgers perceive that

computerised banking environment are better thamuadebanking activities.

5.3.3. Conclusion of Information Technology Staff/gstem Administrators’ Analyses

The percentage analysis on various banking traiesadbias been performed on the
IT staff responses. Ratings were obtained on varampects of banking services in line
with the objectives of the research. Good percentsgthe ITS respondents opined that
their management encourages computerisation. Tégomelents’ state that both front
office and back office should be computerised dhdanking activities should be done
through them. Almost all the respondents have apitieat the computerisation has
improved the functioning of the bank and rural fio&l institutions/branches should be
computerised.

The lack of constant power supply followed by lask adequate training to
personnel using the system are identified as thejormaconstraints for
building/implementing IT infrastructure in ruralnincial institutions. An attempt was
made to estimate the average cost of computeraignetworking them. The average
cost of computerising of a rural branch is statedé¢ Rs. 5 lakhs. The average cost of
networking of rural branches to their district hexdtice was stated as approximately Rs.
2.5 lakhs. Thus the overall average estimate ofstnaent for computerising of a rural
financial institution branch and networking to theiead office is approximately Rs. 8
lakhs. An attempt is also made to estimate thedfigzest and variable cost which was
found to be Rs. 3,60,000/- and Rs. 15,000/ per maespectively. The respondents state
that a minimum of 1.5 months are needed for traim@irbank official.

Thus, the above indicates that the ITS perceivepeenised bank operations to be
more beneficial than manual bank operations, howedentify some constraints like

power shortage and lack of adequate training.

5.3.4. Conclusion of Top Management Analyses

The percentage analysis on various banking traiosadbhas been performed on the
Top Management responses. Almost all respondeatts gtat both front office and back
office should be computerised and all banking #etv should be done through them.

Few of them also state that it should be able ¢wige a Decision Support System (DSS),
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which should be able to incorporate on a real-timasis, the events happening in the
external environment.

Majority of the TM opine that computerisation ofrnka has improved their
functioning and state that rural financial insias should be computerised. The TM also
state that lack of constant power supply and ldcknmugh training to use computerised
systems are the major constraints for setting upinffastructure in rural financial
institutions. The other constraints are lack of cagge personnel to maintain the
computerised infrastructure. An attempt was madestonate the cost of computerisation
of a rural branch and networking them to their rdistoffice. The TM state that the
approximate cost for both are Rs.2.5 lakhs eaclstbthe TM agreed on the need to set
up Rural Credit Information Bureau (RCIB) havingdagped information on rural
population and linking up of rural branches to ioye the flow of agricultural credit.

Thus, from the above TM response analyses it castdied that the TM perceive

that computerised banking operations are better iti@nual banking operations.

5.3.5. Corollary & Conclusion

Responses from the farmers’, managers, ITS and Téve vsought on various
aspects of banking transactions and service keepimgnd the objectives of the research.
Their responses were sought comparing the compatebanking operation and manual
banking operations. The farmers’, managers, ITS @Ml responses, subjected to
percentage analysis on various aspects of bankamgdctions. The percentage analyses
on the farmer responses indicate that the comgetérbanking operations take lesser
overall time for transaction as compared to mabaaking operations and the farmers are
positive towards computerising banking operatiofise bank mangers also find that
computerisation of banking activities improve théinctioning and help to provide
improved service to their customers. The ITS and aml also very positive towards the
computerisation and networking of rural banking\ati¢s, though certain constraints like
lack of power supply, training etc were identifiad major constraints that need to be
overcome. Overall it can be inferred that comps#ion of RFIs is favoured, thus
indicating that computerised banking operations thes potential and can reduce the

overall transaction time and provide faster bankiegyice to the farmer customers.
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CHAPTER 6
BANKING SERVICE PERCEPTION ANALYSES

QUANTITATIVE ANALYSES - I

6.1. Introduction

As banking is a service industry, its benefits mestly intangible in nature. In the
process of quantifying the intangible aspects anhpuaterised banking operations, the
responses are subjected to another quantitatiigsasa Thus, this chapter discusses the
Banking Service Perception Analyses by developipgr@priate rating Index on the
responses of the farmers, bank managers, IT stdfTap Management. The responses of
all the four set of respondents on various charasties of banking transactions are
analysed to study and compare the perception ofpaterised banking transaction and
manual banking transactions by developing apprtpriadex. At first the farmers
responses are analysed to obfaatal Perceived Farmer Rating Index (TPFRI) The
ratings of bank managers are then analysed torobtdal Perceived Manager Rating
Index (TPMRI). Though the sample size is small, th&ormation Technology
Staff/System Administrator Rating Index (TPITSRI) and the Top Management
Rating Index (TPTMARI) are calculated and analysed to have better insgpport and
strengthen the farmers and managers findings. M@anStandard deviation analysis is

also performed for the responses by the four segsgfondents.

6.2. Banking Service Perception Analyses: Attributé&kating Index

In the Attribute rating index, the ‘Weighted Aveeagnethod is employed on the
obtained responses for calculating respective gatidex for each bank operations. The
responses of farmers are analysed to obtainrthal Perceived Farmer Rating Index
(TPFRI), which tries to map the perceptual difference leetwthe computerised banking
operations and manual banking operations, as pedtdiy the farmer customers. To have
a better understanding and insight on the benefiittomputerised operation over manual
operations, to the managers, fhetal Perceived Manager Rating Index (TPMRI)is
calculated based on the responses by bank mandgesss followed by the supporting
analysis of the responses by Information Technokigff/system administrators to obtain
the Total Perceived Information Technology/System Admiistrators Rating Index

(TPITSRI) and the analysis of the responses of top managemoembtain Total
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Perceived Top Management Rating Index (TPTMARI) Each respondent is coded for
unique identification, with specific need for theoBing analyses. Hence, the coding
aspects are explained in the next chapter dealitigtihe scoring analyses. In this chapter

it may be just known that each respondent is umyoueded.

6.2.1. FARMERS PERCEPTION: Total Perceived Farmer Rating I ndex

The responses by farmers on their respective bpekations are analysed in this
section. The respondents sample is explained fellbwy discussion on the various
characteristics, on the set of attributes formiaghecharacteristic and on the weights for
each characteristic. The rating scale used foutation and the process of calculating the
TPFRI from the farmers’ responses are then explaif@nally, the mean and standard

deviation of the responses are analysed
6.2.1.1. Respondents Sample

Responses of 116 farmers of West Godavari distlit§ farmers of Chittoor
district and on 104 farmers of Nizamabad distnietdr Tables 4.1 to 4.3), forming a total
farmer customer sample of 336 is used for this yaiml In West Godavari district,
responses were obtained from 30 farmers of mamexations cooperative bank, with 10
respondents in each land holding size viz. 10 @feldarmers, 10 of medium farmers and
10 of small farmers. Similar category of respondewere interviewed from manual
operations commercial bank (30 respondents), coanigetli operations cooperative (30

respondents) and computerised operations comméianidd (26 respondents).

Similarly, in Chittoor district, responses wereahbed from 26 farmers of manual
operations cooperative and 30 respondents of caripetl operations cooperative. 30
respondents from manual operations commercial bankll 30 respondents from

computerised operations commercial bank were obdsaimd analysed.

Similarly, in Nizamabad district, responses werdaoted from 28 farmers of
manual operations cooperative and 26 farmers fromptiterised operations cooperative.
26 respondents from manual operations commerciak l@nd 24 respondents from

computerised operations commercial bank were obdaamd analysed.
6.2.1.2. Characteristics and Weights

Four broad characteristics/classifications of agtizal credit & banking

operations and transactions relevant to the obgstof the research were identified.
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These are assimilated from literature, internal axtlernal discussions. The broad
characteristics identified are ‘Policies on Agricwhl Credit Operations’, ‘Infrastructure’,

‘Administrative & Procedural Activities’ and ‘Attitde of People/Bank Staff’. Policies on
agricultural activities pertain to the agriculturgolicy makers’ decisions, issues,
programmes that are formulated for the benefit gficalturists. Administrative and

procedural activities pertain to the day-to-day amstration/management of office work

and banking transaction (savings, deposits, ceadittioning etc.) with the customers. In
case of moneylender, it deals with the way he @etssand maintains the customer
account. Attitude of People/Bank Staff pertaingh behaviour of the people dealing with
the customers. In case of a bank, ‘bank staff'sesduand in case of money lender ‘people’
is used. Finally, Infrastructure pertains to theitéuilding, equipments, location and

office space of the bank.

The farmer respondents gave weights to each ahdmioned four characteristics
totalling to 100 according to their perceived intpoce of each of the characteristic with
respect to agricultural credit operations. The Wwig given are thus averaged
characteristic-wise. Each characteristic weighhn scaled down to 1 for use as weights
for the respective characteristic. In this maniher weights for respective characteristics
are calculated for manual cooperative, computerisggerative, manual commercial and

computerised commercial.

Thus, the scaled weights, given by farmers of Wastlavari district on the four
characteristics of agricultural credit & bankingeogtions/transactions are tabulated bank

operation wise in Table 6.1.

Table 6.1: Average Weights on comprehensive 'banking operatio ns characteristics' by farmers

Scaled to 1 West Godavari
- Policies on Administrativ  [Attitude of
Sl Characteristics Agricultural Infrastruc |e and People/ J:?ilb
No. Bank O ) Credit ture (b)  [Procedural Bank Staff | . 4
ank Operations Operations (a) activities (¢)  |(d)
I |Manual Cooperative farmers 0.28 0.19 0.27 0.26 1
I Computerised Cooperative 0.28 0.19 0.27 0.26 1
farmers
Il |[Manual Commercial farmers 0.26 0.18 0.27 0.28 1
v Computerised Commercial 0.23 0.2 0.27 03 1
branch
v g\ﬁalgage of Manual Operations ( | 0.27 0.19 0.27 0.27 1
Average of Computerised
VI Operations (Il & IV) 0.26 0.20 0.27 0.28 1
Overall Average of Manual &
Vil Computerised Operations (V & VI) 0.26 0.19 0.27 0.28 1.00

Source: Authors field work
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Attitude of people/bank staff receive the highestO®8, followed by 0.27 for
administrative & procedural activities. Policies agricultural credit operations receive

0.26 and relatively least weight of 0.19 is recdibg Infrastructure.

Table 6.2: Average Weights on comprehensive 'banking operatio ns characteristics' by farmers

Scaled to 1 Chittoor
- Policies on Administrativ  [Attitude of
—> )
Sl. Characteristics Agricultural Infrastr e and People/ 'Iotal
. . ucture e=a+b+
No. . Credit Operations (b) Procedural Bank Staff c+d
Bank Opel’atlons (a) activities (C) (d)
I |Manual Cooperative farmers 0.33 0.13 0.25 0.31 1
Il |Computerised Cooperative farmers 0.24 0.12 0.37 0.27 1
Il |Manual Commercial farmers 0.24 0.14 0.33 0.29 1
IV |Computerised Commercial branch 0.33 0.14 0.25 0.27 1
Vv ﬁl\;erage of Manual Operations (| & 0.29 014 0.29 0.30 1
Average of Computerised
W Operations (Il & IV) 0.29 0.13 0.31 0.27 1
Overall Average of Manual &
Vil Computerised Operations (V & VI) 029 013 0.30 0.29 1.00

Source: Authors field work

Table 6.2 tabulates the scaled weights given bydas of Chittoor district. The
calculation procedure for the weights is the saméolowed for West Godavari districts
farmers’ responses. Administrative & proceduralvéots receive highest weight of 0.3,
followed by 0.29 received by both Policies on agjticral credit operations and Attitude
of people/bank staff. This is followed by 0.13 fofrastructure.

Table 6.3 tabulates the scaled weights given byéas of Nizamabad district. The
calculation procedure for the weights is the saséollowed for the other previous two
district responses. Attitude of people/bank staffeive highest weight of 0.32. This is
followed by 0.27 for both Policies on agricultucaedit operations and Administrative &

procedural activities. Infrastructure receivesléest weight of 0.14.

Table 6.3: Average Weights on comprehensive 'banking operatio ns characteristics' by farmers

Scaled to 1 Nizamabad
5 Characteristics — Policies on Infrastr Adm:jmstratlv gttltu?e/ of  |Total
Nc.) Agricultural Credit |ucture gr?)r::edural ngE gtaﬁ e=a+b+
. . H +

Bank Operations Operations (a) (b) activities (¢) |(d) c+d
| Manual Cooperative farmers 0.27 0.14 0.29 0.30 1
Il Computerised Cooperative far.’s 0.26 0.12 0.28 0.33 1
Il Manual Commercial farmers 0.28 0.15 0.26 0.31 1
\Y Computerised Commercial branch 0.26 0.15 0.26 0.33 1
\ Avg. of Manual Operations (I & I1I) 0.27 0.14 0.27 0.31 1
VI Avg. of Computerised Operations 0.26 013 0.27 0.33 1

(11 & IV)

Overall Average of Manual &
Vil Computerised Operations (V & VI) 0.27 0.14 0.27 032 1.00

Source: Authors field work

124



It can be observed from the overall average ofréisponses of the three regions,
that the farmers perceive Attitude of people/bata{f<0 be the most important of all.
Administrative and procedural activities come nekich is closely followed by Policies
on agricultural credit operations. Infrastructucenes last among all of them. Attention to
these aspects needs to be prioritised to improveach of them. Good and helpful attitude
need to be nurtured among the rural bank staffrong administrative and procedural
activities reducing the burden on farmers, formaulagtter policies on agricultural credit

followed by improving the infrastructure facilitie$ rural banks.

It is observed that Infrastructure receives thetl@aeight. This indicates that the
respondents feel infrastructure is relatively lesportant vis-a-vis the other three, since
relative weights were obtained among the four attarsstics. Thus, according to the
respondents the policies on agricultural creditrapens, administrative and procedural
activities and the attitude of bank staff should dreen priority and improved upon,
followed by infrastructure. Hence, activities toprave them should be undertaken. It
should however be noted that appropriate additionfehstructure which can enable the
bank to provide improved services and also posytiviefluence on the other 3
characteristics should be provided. Infrastructareerms of computerisation is expected

to have a positive influence on all the bankingvétegs and hence should be encouraged.
6.2.1.3. Ratings Scale

With the farmer customers’ perspective, an attempis made to identify
maximum number of attributes that broadly make apheof the above-mentioned four
characteristics of agricultural banking operaticglevant to the objectives of the research.
These are assimilated from literature, internal exigrnal discussions. Thus, it needs to
be noted that the attributes identified in thisqess broadly represent each of the four
characteristics and are extensive but not exhaus(Research with more detailed and

exhaustive attributes may be undertaken in future).

As seen in A — 6.1 to A — 6.4, characteristic Isfracture is broadly composed of
two attributes (marked ‘A’ in the master Appendi&-— 6.1). They are; location and
accessibility (marked ‘B’ in A — 6.1). The Admimiative and procedural activities is
broadly composed of seven attributes. They arequlores, agricultural sanctioning time,
official documentation language, pass book entrigerking speed, banking/lending

transaction and process of taking collaterals. Attikude of People/Bank Staff is broadly
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composed of six attributes. They are: behavioueractive, availability of the concerned
person, cooperation of the person in-charge, bankensitive to your (farmer) needs,
bankers sensitive to your problems. The Policiesagricultural credit operations is
broadly composed of eight attributes. They areeredt rates, terms and conditions,
repayment instalments, repayment flexibility, cteschemes, advertisement of credit
schemes, principal amount and working hours. Ary®r the other two districts have

also been carried out with this classification lofiacteristics.

Ratings (marked ‘C’ in Table 6.1) from farmer custirs with 1 representing Least
Favourable, 2 - Not Favourable, 3- OK, 4 - Favoleaind 5 - Most Favourable, from
farmer customers, are obtained on these constitatributes. The ratings are then
averaged bank-wise (commercial & cooperative) amerations-wise (manual and
computerized). They are tabulated for comparisaharalysis as shown in A—-6.1to A —
6.4 for West Godavari district, A — 6.5 to A — 68 Chittoor district and A — 6.9 to A —
6.12 for Nizamabad district. The procedure for depieg and tabulating the ratings is

explained in the following section.

6.2.1.4. Farmers Rating and analysis: bank and opation-wise

All the farmers rated on all the attributes aselilsin Farmers Questionnaire (A —
1.8), Q.no.3.23.b, with respect to either comméizdak or cooperative bank, depending

on which bank the farmer is the customer.

When a farmer customer from manual cooperative bamnating a cooperative
bank, he is invariably rating on his own banking/g®. Which means that he rates on the
bank where he has taken an agricultural loan, agegegularly, and was interviewed by
researcher as a customer of that bank. This rasngegarded as rating on manual
cooperative bank. Similarly, a farmer customerarhputerised commercial bank when he
rates on commercial bank he is rating on his ownkiog service and this is regarded as
ratings on computerised commercial bank. The rating farmer customers of manual
commercial bank on commercial bank are regardedtagsy on manual commercial bank.
Similarly, the ratings by farmer customer of conguisted cooperative on cooperative are
regarded as rating on computerised cooperatives,Timese ratings reflect the farmers’
perceptions about their respective banks servidbdm. These ratings are averaged and

used for analysis as explained below.
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In the analysis, the ratings on manual commeraakbby their own customers’
viz. large, medium and small farmers, aeeraged attribute-wise (vertically column-
wise) as tabulated in A — 6.1 (marked ‘D’). Simljathe ratings by the large, medium and
small farmers of computerised commercial bank cgirtown bank i.e. computerised
commercial bank isveragedattribute-wise as shown in A — 6.2. Further, bttre-wise
average for manual cooperative is obtained by guegahe responses by the customers of
manual cooperative bank as shown in A — 6.3. Anibate-wise average for
computerised cooperative is obtained by averaghmg ratings by the customers of

computerised cooperative bank as shown in A — 6.4.

For any further statistical treatment, the raw watlratings have to be converted to
cardinal ratings. The averages of the attributemifoy the respective characteristic are
added to obtain the total for that characterigtiarked ‘E’ in A — 6.1). The responses are
then normalised by dividing this sum by the numlndr attributes to obtain the
‘Normalised average’ for each characteristic (mdrie in A — 6.1). The normalisation is
done so that the rating index that is developédeis from all subjective attributes of the
investigator, the investigator's perception andestigator’s instrument. As explained
earlier, the attributes utilised in this study argensive but not exhaustive and hence such
normalisation enables comparable further studid¢is miore number of relevant attributes,
which might have not been identified and studiegth&hus, normalisation would enable
comparison of this study with similar studies ituie.

The normalised average would provide a per uniueathat represents the
information of all its constituent attributes ahe wvalue would lie between 1 and 5. This is
then indexed to a scale of 100 to obtain the Stibgandex (marked ‘G’ in A —6.1). This
Sub-rating index is then multiplied with the weigbt the respective characteristic
(weights has been discussedlih2. Characteristics and Weight9, to obtainFR sub-
rating index factor (marked ‘H’ in A — 6.1). Thus, for each of the fahraracteristics, we

obtain four respective FR sub-rating index factor.

We can observe from A — 6.1, that for manual contimébanks of West Godavari
district the Infrastructure FR sub-rating indextéaids 14.6, Administrative and procedural
activities FR sub-rating index factor is 18.9, Attie of bank staff/people FR sub-rating
index factor is 22.2 and Policies on agriculturegdit operations FR sub-rating index
factor is 17.3.Total Perceived Farmer Rating Index (TPFRI)is then obtained by

adding the FR sub-rating index factor received on each characteristic. Thus, the manual



commercial bank of West Godavari district shownAn— 6.1, getsTPFRI of 73
(14.6+18.9+22.2+17.3 = 73, marked ‘I'). Similar @ahktions are performed for other
three banks in West Godavari district to obtain RPFor each of them. Thus, for
computerised commercial of West Godavari disticiven in A — 6.2, gets TPFRI 8.5
The manual cooperative of West Godavari districvahin A — 6.3, gets TPFRI &@8.8
and for computerised cooperative of West Godavwatiidt shown in A — 6.4, gets TPFRI
of 70.7. The FR sub-rating index factor and TPFRI forth# bank operations in West
Godavari district are tabulated in Table 6.4 detfifrem A — 6.1 to A — 6.4.

TABLE 6.4 : Comparison of the Total Perceived Farmers Ratingl  ndex (TPFRI)
received by banks in West Godavari district

. . Manual Computerised | Manual Computerised
S| | Banking Operations . . . .
e Cooperative | Cooperative Commercial | Commercial
no | Characteristics
branch branch branch branch
FR sub-rating | FR sub-rating rFaFt{inSUIIDr-ldex FR sub-rating
Index Factor | Index Factor Factgr Index Factor

| | Infrastructure 14.0 15.8 14.6 17.3
Administrative &

"1 procedural Activities 16.0 16.4 18.9 21.4
Attitude of Bank
| staftiPeople 20.6 19.9 22.2 23.6
Policies on agricultural
V1 credit operations 18.2 18.6 17.3 16.2
TOTAL Perceived Farmer 6.8 707 730 785

Rating Index (TPFRI) (1+11+11+1V)
Source: Authors field work tabulated in A —6.1to A — 6.4

The same procedure is followed for all the banksther two regions surveyed.
The detailed calculations are tabulated in A —t6.8 — 6.8for Chittoor district and A —
6.9 to A — 6.12for Nizamabad district. The TPFRI for banks in @or district are
tabulated in Table 6.5 and the TPFRI for banks afafabad district are tabulated in

Table 6.6, as below.
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TABLE 6.5: Table comparing the Total Perceived Farmers Rating Index (TPFRI)
received by banks in Chittoor district

Banking Operations Manual . Computerlsed Manual . Computerllsed
Sl.no e Cooperative Cooperative Commercial |Commercial
Characteristics
branch branch branch branch
FR sub-rating  |FR sub-rating |FR sub-rating [FR sub-rating
Index Factor Index Factor Index Factor |Index Factor
| |Infrastructure 8.0 8.4 9.7 10.6
Administrative &
I Procedural Activities 11.2 21.7 205 178
Attitude of Bank
1l Staff/People 21.2 20.8 20.4 20.8
Policies on agricultural
v credit operations 18.0 15.0 14.7 22.0
TOTAL Perceived Farmer
Rating Index (TPFRI) (I+11+111+1V) 584 65.9 65.2 712

Source: Authors field work tabulated in A—6.5t0 A - 6.8

TPFRI reflect the banks service as perceived byr thestomers. The obtained
TPFRI in all regions indicate that the farmers pere the overall service of banks with
computerised operations to be better than manwahtipns. In West Godavari district the
TPFRI for computerised commercial48.5 which is higher than a) the TPF&70.7 of
computerised cooperative, B3 the TPFRI of manual commercial and68.8 of manual
cooperative. It is also observed that the TPFR¢arhmercial banks are higher than the

cooperatives.

TABLE 6.6: Table comparing the Total Perceived Farmers Rating Index (TPFRI)
received by banks in Nizamabad district

Banking Operations Manual . Computerlsed Manual . Computerllsed
Sl.no e Cooperative Cooperative Commercial |Commercial
Characteristics
branch branch branch branch
FR sub-rating FR sub-rating [FR sub-rating |FR sub-rating
Index Factor Index Factor Index Factor [Index Factor
| |Infrastructure 9.8 8.0 11.0 111
Administrative &
. Procedural Activities 124 151 17.2 18.0
Attitude of Bank
1l Staff/People 20.5 23.1 22.3 25.4
)y |Policies on agricultural 14.9 15.1 186 17.0
credit operations
TOTAL Perceived Farmer
Rating Index (TPFRI) (I1+11+111+1V) 575 61.3 69.2 /1.4

Source: Authors field work tabulated in A —6.9to A —6.12

In Chittoor district the TPFRI for computerised awoercial is 71.2 and for
computerised cooperative 66.9 which are higher than the TPFRI of manual comiaérc

bank with 65.2 and manual cooperative with juS8.4 This indicates that the farmers



perceive the computerised banking service to béebéhan manual banking service.
Secondly, the commercial banks have a better TPRd&RVever, it needs to be noted that
the computerised cooperative receive a TPFRI mallgifigher to that of the manual

commercial, indicating that computerisation enabigsroved service.

In Nizamabad district the TPFRI for computerisesnmercial is71.4 which is
quite close to the TPFRI @9.2 of manual commercial. Secondly, the TPFRI6&f3 of
computerised cooperative is also quite closer @oAFRI of57.50f manual cooperative.
Though the difference exists, there is less peitdepdifference between the computerised
and manual operations, which can be attributech¢éofact the computerisation has just
been introduced in Nizamabad district, when the@eyuwas conducted. It is also observed

here that the TPFRI for commercial bank is highantthat received for the cooperative.

It can be observed that presently the differendeanking service between manual
operations and computerised operations though sexistof a lesser magnitude. This
difference is expected to increase over a periodiroé with usage of computerised
banking operation which would be evident by markegrovement of banking service
using computerised banking operations. Though tfierence seems apparently small, a
study of the causes and additional analyses coeleétat more aspects that would

strengthen the hypotheses that computerised opesadre better than manual operations.

Among the many possible causes for the small rdiffee between computerised
and manual banking operations, few are analysemhbdlirst, the attributes identified for
the study are extensive but not exhaustive, andehtire same responses on the attributes
are analysed using another statistical methodu® aidifferent perspective and explore if
it can yield improved understanding. Thus, for &etinderstanding of the differences
between computerised operations and manual opesa8iooring technique analysis and
Median Chi-square hypotheses testingn Chapter 7,is performed by appropriately
utilising the same responses used for ratings indealysis. This would help to
statistically explore whether computerised banlopgrations are significantly better than

manual banking operations.

Second, the bank staff needs more training antingetime to get to know and
work with the computers, and deal with the operetiof the new system. Hence, it takes
time for the bank staff to actually deliver betwgrvice using computerised banking

operations. This time can be termed as latency tiotethe customers to actually
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experience the benefits of computerised operatdrmanks. The perceptions of the bank
staff in sectior6.2.2. BANKERS' PERCEPTION: TPMRI are analysed with respect to
the second objective of the research, which is edgected to offer better insight into the
above analysis. The perceptions of #&.3. Information Technology Staff/System
Administrators’: TPITSRI and the6.2.4. Top Management. TPTMARI are also

analysed.

Thirdly, which follows from the second, due to tletency time, the farmers
perceive only subtle improvement in the bankingviser while transacting with the
computerised banks. Fourthly, since banking isréice the benefits of offering improved
service using Information and communication tecbhgplare intangible in nature. Though
an attempt has been made in the above analysisatttify the benefits to the maximum
extent possible, it is imperative to analyse thanative responses also, to study the
impact/effect of computerisation. Thus, performitigese analyses in addition to the
explained rating index analysis would provide aidtiml perspective and reinforce the

benefits of computerised banking operations.

6.2.1.5. Mean and Standard Deviation Analysis

Mean and Standard deviation are calculated for edtfbutes for each bank
operation-wise. These are tabulated in each of ¢ide for all three regions, from A — 6.1
to A-6.12.

Most of the responses of West Godavari respondenthown in A — 6.1 to A —
6.4, have a standard deviation of around 0.6, exceptef@rwhich have higher than 0.6.
In manual commercial bank (A — 6.1), attributes cabon’, ‘Accessibility’ and
‘Banking/Lending Transactions’ each have standamVialion of 0.7 (The mean
calculation are marked ‘J’ and standard deviatioe marked ‘K’, in A — 6.1). In
computerised commercial bank (A — 6.2), attribtiscess of taking collaterals and asset

documents’, ‘Behaviour’ and ‘Working hours’ eachvbatandard deviation of 0.7.

In manual cooperative bank (A — 6.3), the attribigricultural credit sanctioning
time’ has a mean of 2.6 and standard deviation.bf BEach of the attributes ‘Terms &
Conditions’ and ‘Procedures’ has a standard denatf 0.8. The attributes ‘Official
documentation language’, ‘Process of taking calldseand asset documents’, ‘Interest

rates’ and ‘Working hours’ have a standard dewatadf 0.7 each. In computerised
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cooperative bank (A — 6.4), attributes, ‘Agriculilicredit sanctioning time’ has a mean of

2.8 and standard deviation of 0.7.

Mean and Standard deviation have also been cadcuta the responses of both
manual commercial (A — 6.1) and manual cooperafve- 6.3) taken together and
tabulated at the bottom of A — 6.4 titlé@verall manual operations” (A — 6.1 & A —
6.3). Amongst the attributes: ‘Location’ has a med&t and standard deviation of 0.7,
‘Procedures’ has a mean of 3.4 and standard dewiadf 0.7, ‘Agricultural credit
sanctioning time’ has a mean of 3.1 and standaxdatien of 1, ‘Process of taking
collaterals’ has mean of 2.9 and standard deviaiiod.7, ‘Interest rates’ has a mean of
3.8 and standard deviation of 0.7, ‘terms and damti’ has a mean of 3.2 and standard
deviation of 0.7, ‘Principal amount’ has a mear8d and standard deviation of 0.7, and

‘Working hours’ has a mean of 3.6 and standardatari of 1.

Similarly, Mean and Standard deviation have alssnbealculated on the responses
of both computerised commercial (A — 6.2) and cotepsed cooperative banks (A — 6.4)
taken together and tabulated at the bottom of A.4-thled “Overall computerised
operations” (A — 6.2 & A — 6.4); mean & standard deviation attributes: ‘Agricultural
sanctioning time’ has a mean of 3.4 and standartien of 0.9, ‘Official documentation
language’ has a mean of 2.8 and standard deviatiOr8, ‘Working speed’ has a mean of
3.9 and standard deviation of 0.7, ‘Process ohtkollaterals and asset documents’ has a
mean of 3.1 and standard deviation of 0.9, ‘Ternmt @onditions’ has a mean of 3.2 and
standard deviation of 0.8 and ‘Working hours’ hasean of 3.7 and standard deviation of
0.9.

Most of the responses of Chittoor district as shawA — 6.5 to A — 6.8have a
standard deviation of around 0.6, except for fewiciwthave higher than 0.6. In manual
cooperative (A — 6.7), attributes ‘Agricultural s#ioning time’, ‘Banking/lending
transactions’ and ‘Process of taking collateraigllehave a standard deviation of 0.7. In
computerised cooperative (A — 6.8) attributes, égltural credit sanctioning time’ and
‘Interest rates’ each has a standard deviation éitttibute ‘Accessibility’ has a standard
deviation of 0.8, followed by ‘Location’, ‘Procedag’ and ‘Terms and conditions’ each

having standard deviation of 0.7.

Mean and Standard deviation was also calculatetth@mnesponses of both manual

commercial (A — 6.5) and manual cooperative banks—(6.7) taken together and
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tabulated at the bottom of A — 6.8 titlé@verall manual operations” (A — 6.5 & A —
6.7). Amongst the attributes: ‘Procedures’ has am 2.4 and standard deviation of 0.7,
‘Agricultural credit sanctioning time’ has a meah26 and standard deviation of 1.2,
‘Working speed’ has a mean of 2.9 and standardatiewi of 0.7, ‘Banking/lending
transactions’ has mean of 3.2 and standard deniafi®.8 and ‘Interest rates’ has a mean

of 3.1 and standard deviation of 0.8.

Similarly, Mean and Standard deviation were aldowated on the responses of
both computerised commercial (A — 6.6) and com|medr cooperative (A — 6.8) taken
together and tabulated at the bottom of A — 6l&ditOverall computerised operations”

(A -6.6 & A—6.9; mean & standard deviation Amongst the attributes: ‘Location’ and
‘Accessibility’ each have a standard deviation of7.0 Amongst the attributes:
‘Procedures’ has a mean of 2.7 and standard dewiati 0.8, ‘Agricultural sanctioning
time’ has a mean of 3.1 and standard deviation afd. ‘Interest rates’ has a mean of 3.4

and standard deviation of 1.1.

The A — 6.9 to A — 6.1%f Nizamabad district has most of the responsel it
standard deviation of around 0.6, except for fewiclwthave higher than 0.6. In manual
cooperative (A — 6.11), attributes ‘Process ofrigktollaterals’ has a mean of 1.9 and a
standard deviation of 0.7 and ‘Interest rates’ d&nasean of 2.8 and a standard deviation of
0.7.

Mean and Standard deviation were also calculateti@nesponses of both manual
commercial (A — 6.9) and manual cooperative (A Hptaken together and tabulated at
the bottom of A — 6.12 titledOverall manual operations” (A — 6.9 & A — 6.11).
Amongst the attributes: ‘Procedures’ has a mea@.95fand standard deviation of 1.1,
‘Agricultural credit sanctioning time’ has a meah25 and standard deviation of 1.2,
‘Passbook entries’ has a mean of 2.8 and standa#idttbn of 0.9, ‘Working speed’ has a
mean of 2.8 and standard deviation of 0.8, ‘Bankemgling transactions’ has mean of 2.9
and standard deviation of 0.7, ‘Process of takinfaterals’ has a mean of 2.4 and
standard deviation of 0.8, ‘Interest rates’ hasemmof 3.3 and standard deviation of 0.8,
‘terms and conditions’ has a mean of 2.5 and stahdaviation of 1 and ‘Principal

amount’ has a mean of 2.7 and standard deviati@n7of

Similarly, Mean and Standard deviation were aldowated on the responses of

both computerised commercial (A — 6.10) and commsed cooperative (A — 6.12) taken
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together and tabulated at the bottom of A — 6.1fedi“Overall computerised
operations” (A — 6.10 & A — 6.12)mean & standard deviation Amongst the attributes:
‘Procedures’ has a mean of 2.9 and standard dewiati 0.8, ‘Agricultural sanctioning
time’ has a mean of 2.9 and standard deviation ¢®dssbook entries’ has a mean of 3.4
and standard deviation of 0.7 and ‘Interest ratas a mean of 3.2 and standard deviation
of 0.7.

6.2.2. BANKERS' PERCEPTION: Total Perceived Manager Rating I ndex

The responses by managers on their respectivedgaritions are analysed in this
section. The respondents sample is explained feldowy discussion on the various
characteristics, on the set of attributes formiaghecharacteristic and on the weights for
each characteristic. The rating scale used foutalion and the process of calculating the
Total Perceived Manager Rating Index (TPMRI) frdme managers’ responses are then

explained. Finally, the mean and standard deviaifdhe responses are analysed.

6.2.2.1. Respondents Sample

This analysis is performed on the responses ob#émk managers of all the three
regions put together, forming a total sample siz&6o(refer Table 4.19). Though, fairly a
small sample however are expected to provide a gpature of the effect of
computerization on banking operations and expetdtlp achieve the second objective
of the research activity. In all the three regiomseach of the four banks visited, the
branch manager, the accountant and the field offie interviewed. They would be
henceforth referred as bank managers in the repbrs, three respondents each from
manual cooperative bank, computerized cooperatar&,omanual commercial bank and
computerized commercial bank, formed a total of r&8pondents in West Godavari
district. Similarly, 12 such respondents each fi@hittoor district and Nizamabad district

were interviewed, forming a total of 36 responddatgshe three regions.

6.2.2.2. Characteristics and Weights

The managers were asked to give weights to eatieasame four characteristics
as identified and explained in secti®2.1.2 Characteristics and Weightsvith respect to
farmers. They are Infrastructure, Administrative RE&ocedural Activities, Attitude of
People/Bank Staff and Policies on Agricultural Gre®©perations. The manager

respondents were asked to give weights to eacteofntentioned four characteristics,
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totalling 100 according to their perceived impodarmf each characteristic with respect to
agricultural credit operations. These values hamenbaveraged characteristic-wise and

then scaled down to 1 for use as their weightshferespective characteristic.

Thus, the average of weights scaled to 1, givennignagers on the four
characteristics of agricultural credit & bankingeogtions are tabulated bank operations-

wise in Table 6.7.

Table 6.7: Average Weight on comprehensive '‘banking operatio ns characteristics' by
Manaaers of Rural bank branches

S| Bank Policies on Administrative Attitude of Total
N ) o ti Agricultural Credit | Infrastructure (b) |and Procedural |People/ Bank |e=a+b+c
0. perations Operations (a) activities (c) Staff (d) +d

p |Manual 0.32 0.16 0.26 0.27 1
Coooeratlye

p | Computerised 0.22 0.18 0.29 0.31 1
Cooperative

3 |Manual 0.32 0.17 0.27 0.24 1
Commercial

4 |Computerised 0.28 0.13 0.29 0.30 1
Commercial

5 Average 0.28 0.16 0.28 0.28 1

Source: Authors field work

It can be observed from the average of the resgooisthe managers of the three
regions, that they perceive Policies on agricultunedit operations to be the most
important of all with a weight of 0.283. Administiree and procedural activities and
Attitude of people/bank staff comes next with eagbight of 0.279.This is closely
followed by Infrastructure with a weight of 0.15Bhus, they are of the opinion that good
policies on agricultural credit operations needb® formulated followed by improved
administrative and procedural activities and inatécgood attitude among the bank staff.
It is observed that the managers also tend to abgegenvhen the other characteristics are

taken care, enabling infrastructure like compugits should be encouraged.

6.2.2.3. Ratings Scale

With the bankers’ perspective, an attempt has beade to identify maximum
number of attributes that broadly make up each lé wbove-mentioned four
characteristics of agricultural banking operaticglevant to the objectives of the research.
These are assimilated from literature, internal exigrnal discussions. Thus, it needs to
be noted that the attributes identified in thisgess broadly represent each of the four

characteristics and are extensive but not exhaustiv
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As seen in A — 6.13 to A — 6.16, ‘Infrastructurs’ broadly composed den
attributes. They are: office space occupation, obgirocurement, cost of maintenance,
cost and need of special environment, dependalmlityelectricity, space for old data,
communication with other banks/HO, rough use/hauggli location, accessibility.
‘Administrative and Procedural Activities’ is brdgccomposed otwenty six attributes.
They are: chances of duplication of work, overcred/dwith people, fear of losing
data/work getting stopped, operations/working edficy, operations are user friendly,
deletion of data entered erroneously, related dgi@dating and balancing of records,
passbook updating, clarity in passbook entries,-afrathy closing and balancing of
accounts, cross referencing of data available #erdnt places, data and records
searching/tracing, data analysing, prompting fagillecision making, ability to create a
scenario, reliability, accuracy, taking back-ugkitig multiple copies, agricultural credit
sanctioning time, working speed, overall bankingansactions, processing of
collaterals/asset documents, error identificatiod eorrections. ‘Attitude of People/Bank
Staff’ is broadly composed aix attributes. They are: clarification attended tehdviour
of bank staff to farmers, cooperation of bank staffarmers, bankers are interactive with
the farmers, bankers sensitive to farmers’ needs$ laankers sensitive to farmers
problems. Finally, ‘Policies on Agricultural Creddperations’ is broadly composed of
eight attributes. They are: training, repayment instaiteerepayment flexibility, interest
rates, terms and conditions, credit schemes, asesrént of credit schemes and working

hours.

Ratings from managers with 1 representing Very P&orPoor, 3 - OK, 4 - Good
and 5 -Very Good are obtained on these constitagnbutes. The ratings are then
averaged bank-wise (commercial & cooperative) amerations-wise (manual and
computerized). They are tabulated for comparisaharalysis as shown in A — 6.13 to A
— 6.16 The procedure for developing and tabulating théngatis explained in the

following section.

6.2.2.4. Manager Rating and analysis: bank and opation-wise

All the managers rated on all the attributes asedisin Bank Managers
questionnaire (A — 1.9), Q.no. 2.19.b & Q. no. 2.2dth respect to either manual
operations or computerized operations, dependinglather the bank is computerised or

not. The ratings on manual operations by the masagiemanual operations bank were
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used for analysis. Similarly, the ratings on compised bank operations by the managers
of computerised operation bank are used for arsaly$iis is performed so that the present
systems that are being used and experienced bydhegers in day-to-day activities get

reflected in the managers’ ratings.

In the analysis, the ratings of the managers ofuabeooperative on manual
banking operations am@veragedattribute-wise (vertically column-wise) and tabelatn
A — 6.13. Similarly, the ratings of the managersy@nual commercial bank on manual
banking operations are averaged attribute-wiseas g A — 6.14. Further, attribute-wise
average of the ratings of the manager of comp@@risooperative on computerised
banking operations were obtained as shown in AL5.6And, the ratings of the managers
of computerised commercial bank on computeriseckingnoperations were averaged

attribute-wise and tabulated in A — 6.16.

As discussed earlier in secti@n2.1.4. Farmers Rating and analysis: bank and
operation-wisg for any further statistical treatment, the rawdinal ratings have to be
converted to cardinal ratings. The averages of atiebutes forming the respective
characteristic are then added to obtain the tatatHat characteristic. The responses are
then normalised by dividing this sum by the numlwdr attributes to obtain the
‘Normalised average’ for each characteristic. Thamalisation is done so that the rating
index that is developed is free from all subjectattributes of the investigator, the
investigators perception and investigators instmimaAs explained earlier, the attributes
utilised in this study are extensive but not extimasand hence such normalisation
enables comparable further studies with more nurobeglevant attributes, which might
have not been identified and studied here. Thusnalisation would enable comparison

of this study with similar studies in future.

The normalised average would provide a per uniueathat represents the
information of all its constituent attributes aihe tvalue would lie between 1 and 5. This is
then indexed to a scale of 100 to obtain the stibgandex. This sub-rating index is then
multiplied with the weight of the respective chdearstic (weights were discussed in
6.2.2.2. Characteristics and Weighis to obtainMAGR sub-rating index factor. Thus,
for each of the four characteristic we obtain feespective MAGR sub-rating index

factor.



We can observe from A — 6.13 that for manual coaper the Infrastructure
MAGR sub-rating index factor is 10.2, Administratiand procedural activities MAGR
sub-rating index factor is 12.7, Attitude of bartkf§ MAGR sub-rating index factor is
17.1 and Policies on agricultural credit operatiMAGR sub-rating index factor is 19.5.
Total Perceived Manager Rating Index (TPMRI) is then obtained bydding the
MAGR sub-rating index factor received on each characteristic. Thus, the manual
cooperative in A — 6.13, geT®MRI of 59.58(10.2+12.69+17.1+19.5 = 59.58). Similar
calculations are performed for other three bankabtainTPMRI for each of them. Thus,
manual commercial in A — 6.14, gets TPMRI of 61.8dmputerised cooperative in A —
6.15, gets TPMRI of 72.39 and computerised comrakini A — 6.16 gets TPMRI of
74.46. The TPMRI of all the bank operations areitaied in Table 6.8.

TABLE 6.8: Table comparing the Total Perceived Mana  ger Ratings Index (TPMRI)

. . Manual Computerised Manual Computerised
Sl. | Banking Operations . - . .
o Cooperative | Cooperative Commercial Commercial
No. | Characteristics
branch branch branch branch
MAGR sub- MAGR sub-rating | MAGR sub- MAGR sub-rating
rating Index Index factor rating Index Index factor
I Infrastructure 10.2 12.8 11.2 9.3
Administrative &
I Procedural Activities 12.7 28.0 14.5 32.0
Attitude of Bank
1] Staff/People 17.1 17.9 12.1 14.8
Y POI|c_|es on a_gncultural 195 13.8 24.9 18.4
credit operations
TOTAL Perceived
V | Manager Rating Index 59.6 72.4 61.9 74.5
(TPMRI) (I+1+11+1V)

Source: Authors field work tabulated in A —6.13t0 A—6.16

It is clearly observed that the computerised conesrathas highest TPMRI of4.5
and followed by computerised cooperative with TPMRI72.4 which is higher than
manual commercial with TPMRI dd1.9 and manual cooperative with TPMRI 59.6
This indicates that the managers perceive that ateniged operations are far better than

manual operations, which reinforces the resulth@ffarmers rating index analyses.

Therefore it can be inferred that the users ofcibiaputers in banking operations
are experiencing the immediate benefits of compmaton. However, since
computerization is a new development the bank siéfd to get used to the new system,
to reap all the benefits of computerization, thaprioving the efficiency and effectiveness

of rural banking operations. This is the necessardition before these benefits can be
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actually transferred to the customer/farmers. Wild then set a new trend in rural

banking operations.

Later, Scoring Technique analysisand Median Chi-square hypotheses testing
in Chapter 7, is performed on the responses of genrao study whether the difference
between computerised and manual banking operationstatistically significant and to
have a better understanding of the differences dmtwcomputerised banking operations

and manual banking operations.

6.2.2.5. Mean and Standard Deviation Analysis

Mean and standard deviation are calculated fordtiags on each attributes for
each bank operations-wise. These are tabulated #16A13 to A — 6.16. Most of the
responses have a standard deviation of around 0.8.-The attributes having standard
deviation higher than 0.7 are hereby discussethdnual cooperative (A — 6.13), attribute
‘rough use/handling’ has a standard deviation @&f. Amongst the attributes: ‘data
analysing’ has a standard deviation of 1.1, folldwsy ‘interest rates’ with standard
deviation of 0.97. Attributes ‘office space occupatof books/computers’, ‘cost and
maintenance of books/computers’, ‘overcrowded vpgtople’, ‘fear of losing data/work
getting stopped’, ‘clarity in passbook entries’artkers sensitive to farmers needs’
‘bankers sensitive to farmers problems’ and ‘adsement of credit schemes’ each have a
standard deviation of 1. Attributes ‘operations amatking efficiency’, ‘ability to create a
scenario’, ‘processing of collaterals/asset docusieltorrections’ each have a standard

deviation of 0.8.

In manual commercial (A — 6.14), attributes ‘officspace occupation of
books/computers’, ‘cost of maintenance of booksfuaters’, ‘overcrowded with people’,
‘fear of losing data/work getting stopped’, ‘detetiof data entered erroneously’, ‘clarity
in passbook entries’, ‘corrections’ ‘interest ratasd ‘advertisement of credit schemes’
each have a standard deviation of 1. Amongst thibates: ‘related data updating and
balancing of records’, ‘passbook updating’, ‘terared conditions’ and ‘credit schemes’
each have a standard deviation of 0.9. Amongsattidbutes: ‘cost and need of special
environment’, operating/working efficiency’, ‘da&nalysing’ and ‘error identification’

each have a standard deviation of 0.8.

In computerised cooperative (A — 6.15), Amongse thttributes: ‘cost and

maintenance of books/computers’, ‘dependabilityetactricity’, fear of losing data/work



getting stopped’, ‘clarity in passbook entries’arikers sensitive to your needs’, ‘bankers
sensitive to your problems’ and ‘advertisement i@&dit schemes’ each have a standard
deviation of 1. Attributes ‘cost and procuremenbobks/computers’ and ‘ability to create

a scenario’ have standard deviation of 0.9 anddxpectively.

In computerised commercial (A — 6.16), amongstatigbutes: ‘overall banking
transaction’ has a standard deviation of 1.3. Ansbnipe attributes: ‘office space
occupation of books/computers’, ‘bankers sensittivbankers needs’ and ‘interest rates’

each have standard deviation of 1. ‘Location’ hataadard deviation of 0.9.

Mean and Standard deviation was also calculatetth@nesponses of both manual
cooperative (A — 6.13) and manual commercial (AX4ptaken together and tabulated at
the bottom of A — 6.16, titledOverall manual operations’ (A — 6.13 & A — 6.14).
Attribute ‘rough use/handling’ has a standard dewmaof 1.2, followed by ‘interest rates’
with 1. Attributes ‘operation/working efficiency'deletion of data entered erroneously’,
‘data analysing’, ‘corrections’ and ‘credit schefmeach have a standard deviation of 0.9.
The attributes, ‘cost and need of special enviremim ‘fear of losing data/work getting
stopped’, ‘passbook updating’, ‘terms and condgiomnd advertisement of credit

schemes’ each have standard deviation of 0.8.

Similarly, Mean and Standard deviation was aldoutated on the responses of
both computerised cooperative (A — 6.15) and coenméd commercial (A — 6.16) taken
together and tabulated at the bottom of A — 6.1t&edi‘Overall computerised
operations’ (A — 6.15& A — 6.16) mean & standard deviation Attribute ‘overall
banking transactions’ has a standard deviation &llbwed by ‘cost and maintenance of
books/computers’ with 0.9. Attributes ‘cost of puwoement of books/computers’,

‘location’ and ‘interest rates’ have a standardiaen of 0.8 each.

6.2.3. INFORMATION TECHNOLOGY STAFF/SYSTEM ADMINIS TRATORS
PERCEPTION: Total Perceived Information Technology Staff/System
Administrator Rating I ndex

The responses by the Information Technology Stg$téSn Administrators (ITS)
on both manual and computerised bank operationsanatysed in this section. The
respondents sample is explained followed by theudision on various characteristics, on
the set of attributes forming each characterigtit @an the weights for each characteristic.
The rating scale used for calculation and the m®ad calculating the Total Perceived

Information Technology Staff/System AdministratoatiRg Index (TPITSRI) from the
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managers’ responses are then explained. Finakyntean and standard deviation of the

responses are analysed.

It needs to be mentioned that the sample size ianti7each respondent rated on
both manual banking operations and computeriseibgoperations. Thus, there would
be 17 ratings on manual banking operations andatiigs on computerised banking
operations by the same respondent. Secondly, giack respondent rate on manual as
well as computerised banking operations, the saeteok weights given to the four

characteristics are used to calculate the manudlSH® and computerised TPITSRI.

6.2.3.1. Respondents Sample

This analysis is performed on the responses ofhallInformation Technology
Staff/System Administrators (ITS) of all the thresgions put together, forming a total
sample size of 17 (refer Table 4.20). Each respundates on both manual and
computerised banking operation. Though, fairly alsample however are expected to
provide a good picture of the effect of computdr@aon banking operations and most
significantly expected to reinforce the finding tife farmers’ and managers’ rating

analyses.

6.2.3.2. Characteristics and Weights

The ITS/SA were asked to give weights to each efsdime four characteristics as
identified and explained i6.2.1.2. Characteristics and Weightsvith respect to farmers.
They are Infrastructure, Administrative & Procedukativities, Attitude of People/Bank
Staff and Policies on Agricultural Credit Operagohe ITS respondents were asked to
give weights to each of the mentioned four charsties, totalling to 100 according to
their perceived importance of each characteristith wespect to agricultural credit
operations. These values have been averaged a@vastciwise and then scaled down to 1

for use as their weights for the respective charégstics.

Thus the average of weights scaled to 1, giverhby TS on the four characteristic
of agricultural credit & banking operations/transaics are tabulated bank operation-wise
in A — 6.17. As explained earlier, the same weigts used for calculating both the
manual TPITSRI and computerised TPITSRI.
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Table 6.9: Average Weights on 'banking operations characteri stics' by IT Staff /
System Administrators

S| Policies on Infrastruc Administrative Attitude of Total
‘| Bank Operations | Agricultural Credit ture (b) and Procedural | People/ Bank | e=a+b+c
no. Operations (a) activities (c) Staff (d) +d
Manual banking
1 operations 0.39 0.16 0.19 0.26 1
Computerised
2 | banking 0.39 0.16 0.19 0.26 1
operations
5 | Average 0.39 0.16 0.19 0.26 1

Source: Authors field work tabulated in A — 6.17

It can be observed from the average of the resgontdhe ITS of the three
regions, that they perceive Policies on agricultunedit operations to be the most
important of all with a weight of 0.39. Attitude pkople/bank staff comes next with a
weight of 0.26. This is followed by Administratiead procedural activities with a weight
of 0.19 and Infrastructure with a weight of 0.1&w§, they are of the opinion that good
policies on agricultural credit operations needb¢oformulated. Right attitude among the
bank staff need to be inculcated, followed by inweb administrative and procedural
activities. Infrastructure receives the least weitihcan be reasoned that the ITS also tend
to agree that when the other characteristics d&enta@are, enabling infrastructure like

computerisation should be encouraged.

6.2.3.3. Ratings Scale

With the ITS perspective, an attempt was made eatity maximum number of
attributes that broadly make up each of the abogetimned four characteristic of
agricultural banking operations relevant to theeobiyes of the research. These are
assimilated from literature, internal and exterdislcussions. Thus, it needs to be noted
that the attributes identified in this process biparepresent each of the four

characteristics and are extensive but not exhaustiv

As seen in A — 6.18 and A — 6.19, ‘Infrastructusebroadly composed daight
attributes. They are; office space occupation, spacold data, cost of procurement, cost
of maintenance, cost and need of special envirofjngependability on electricity/UPS,
communication with other banks/HO and rough useallag. ‘Administrative and
Procedural Activities’ is broadly composed twienty one attributes. They are: speed,
operations/working efficiency, operations are usemdly, data entry, deletion of data

entered erroneously, related data updating anch@ialg of records, cross referencing of
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data available at different places, data retrievid@ta searching, data analysing, error
check, prompting facility, decision making suppoebility to create a scenario,
dependability/reliability, taking backup, taking Haple copies, secrecy maintained, end-
of-day closing and balancing of accounts, data mddocy, fear of losing data/work
getting stopped. ‘Attitude of People/Bank Staff'bisbadly composed divo attributes.
They are; ‘customer service’ and ‘learning to opsraFinally, ‘Policies on Agricultural
credit operations’ is broadly composedtefo attributes. They are; ‘staff training’ and

‘working hours’.

Ratings from ITS with 1 representing Very Poor,Roor, 3 - OK, 4 - Good and 5
- Very Good are obtained on these constituentbates. The ratings are then averaged
bank operations wise (manual and computerised)y ahe tabulated for comparison and
analysis as shown in A — 6.18 and A — 6.TBe procedure of developing and tabulating

the ratings is explained in the following section.

6.2.3.4. ITS Ratings and analysis: bank and operatn wise

All the ITS respondents rated on all the attribwedisted in Questionnaire for the
Information and Communications Technology Staffsjiomnaire (A — 1.10), Q.no. 2.19.b
& Q. no. 2.20, orboth manual operations and on computerized operatibngs each
respondent rate on attributes of manual bank aperas well as on the same attributes for

computerised banking operations.

In the analysis, the ratings of the ITS on manaalking operations ar@veraged
attribute-wise (vertically column-wise) and tabeldtin A — 6.18. Similarly, the ratings of
the ITS on computerised banking operations areaaeet attribute-wise and tabulated in
A—-6.19.

As discussed earlier in secti@?2.1.4. Farmers Rating and analysis: bank and
operation wise for any further statistical treatment, the rawlioal ratings have to be
converted to cardinal ratings. The averages of dtigbutes forming the respective
characteristic are added to obtain the total fat ttharacteristic. The responses are then
normalised by dividing this sum by the number dfilatites to obtain the Normalised
average for each characteristic. The normalisaiatone so that the rating index that is
developed is free from all subjective attributesté investigator, the investigators
perception and investigators instrument. As expldigarlier, the attributes utilised in this

study are extensive but not exhaustive and hende sormalisation enables comparable
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further studies with more number of relevant atti@s, which might have not been
identified and studied here. Thus, normalisatioruioenable comparison of this study

with similar studies in future.

The normalised average would provide a per uniuevathat represents the
information of all its constituent attributes ahe wvalue would lie between 1 and 5. This is
then indexed to a scale of 100 to obtain the stibgandex. This sub-rating index is then
multiplied with the weight of the respective chaeaistic (weights were discussed in
6.2.2.2. Characteristics and Weighis to obtainITS sub-rating index factor. Thus, for

each of the four characteristic we obtain four I®-rating index factor.

We observe from A — 6.18 that for manual bankingrapons the Infrastructure
ITS sub-rating index factor is 9.7, Administratia@ed procedural activities ITS sub-rating
index factor is 10, Attitude of bank staff ITS stdiing index factor is 19.6 and Policies
on agricultural credit operations ITS sub-ratingler factor is 24.Total Perceived
Information Technology Staff/System Administrators Rating Index (TPITSRI) is
then obtained bgydding the ITS sub-rating index factor received on each characteristic.
Thus, the manual banking operations in A — 6.18 GBRITSRI of 63.3(9.7+10+19.6+24
= 63.3). Similar calculations are performed for poterised banking operations, which
receivesTPITSRI of 80.2 as tabulated in A — 6.19. The TPITSRI of manuadl a

computerised bank operations are tabulated in T&h@

Table 6.10: Table comparing the Total Perceived IT S/SA Rating  Index (TPITSRI)

S| Banking Operations Manual banking Computerised banking
no' Characteristics operations operations
ITS Sub-rating Index
factor ITS Sub-rating Index factor
I Infrastructure 9.7 11.2
I Adr_n|_n_|strat|ve & Procedural 10.0 18.0
Activities
I Attitude of Bank Staff/People 19.6 22.9
IV | Policy 24.0 28.1
Total Perceived Information
V | Technology Staff /SA Rating 63.3 80.2
Index (TPITSRI) (I+11+111+1V)

Source: Authors field work tabulated in A —6.18 & A—6.19

It is clearly observed that the computerised bamkiperation has highest TPITSRI
of 80.2and the manual banking operations has TPITSRustf§3.3 This indicates that

the ITS respondents perceive that computerised operatoasar better than manual
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operations, which reinforces the results of thenfens and manager rating index analyses.
Therefore, it can be inferred that those knowlebtgeabout computers and its capabilities
perceive that computerised operations are benkiiici@oving improved banking services
to the rural population. It seems that it's a nradfietime and continuous usage for day-to-
day banking transactions before these benefits lmanactually transferred to the
customer/farmers.

Later, Scoring Technique analysisand Median Chi-square hypotheses testing
in chapter 7, is performed on the responses oftdTs$udy whether the difference between
computerised and manual banking operations arestgtally significant and to have a
better understanding of the differences betweenpooenised banking operations and

manual banking operations.

6.2.3.5. Mean and Standard Deviation Analysis

Mean and standard deviation are calculated fordtiags on each attributes for
manual and computerised bank operations. Thesalanéated in A — 6.18 and A — 6.19.
Most of the responses have a standard deviatianooind 0.6 - 0.7. The attributes having
standard deviation higher than 0.7 are hereby dgaml In manual bank operations (A —
6.18), attribute “rough use/handling’ and ‘deletiof data entered erroneously’ each has a
standard deviation of 1.4. Amongst the attributead-of-day closing and balancing of
records’ has a standard deviation of 1.3, followgdattributes ‘data entry’ and ‘secrecy
maintained’ each with standard deviation of 1.ltriBiites ‘space for old data’, ‘cost of
procurement of books/computers’, ‘cost and neespetial environment’, ‘operations are
user friendly’, ‘decision making support’ and ‘feaf losing data/work getting stopped’
have a standard deviation of 1, each. Attribut@mimunication with other banks/HO’,
‘speed’, ‘operation/working efficiency’, ‘data sebamg’, ‘error check’, ‘prompting
facility’, ‘ability to create a scenario’, ‘takinpackup and ‘staff training’ each have a
standard deviation of 0.9. Attributes ‘office spamsupation’, updating of related data
and balancing of records’, ‘data analysing’ andad@dundancy’ each receive a standard
deviation of 0.8.

In computerised banking operations (A — 6.19),laite ‘fear of losing data/work
getting stopped’ has a standard deviation of 1.ttribhtes ‘cost of procurement of
books/computers’, cost and need of special enviesnin ‘deletion of data entered

erroneously’, ‘staff training’ and ‘working hoursaeh have a standard deviation of 1.
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Attributes ‘operations are user-friendly’ has angli@xd deviation of 0.9. Attributes ‘space
for old data’, ‘rough use/handling’ and ‘data ehthave a standard deviation of 0.8.

Finally, the attribute ‘working hours’ has a stareldeviation of 0.72.

6.2.4. TOP MANAGEMENT PERCEPTION: Total Perceived Top Management
Rating I ndex

The responses by the Top Management (TM) resposidentboth manual and
computerised bank operations are analysed in #itios. The respondents sample is
explained followed by the discussion on variousrabtristics, on the set of attributes
forming each characteristic and on the weightsefach characteristic. The rating scale
used for calculation and the process of calculatimyTotal Perceived Top Management
Rating Index (TPTMARI) from the responses of thp tanagement are then explained.

Finally, the mean and standard deviation of thparses are analysed.

It needs to be mentioned that the sample size iantbeach respondent rated on
both manual banking operations and computerise#libgroperations. Thus, there would
be 15 ratings on manual banking operations andatigs on computerised banking
operations by the same respondent. Secondly, giack respondent rate on manual as
well as computerised banking operations, the saeteok weights given to the four
characteristics are used to calculate both the alaf®TMARI and computerised
TPTMARI.

6.2.4.1. Respondents Sample

This analysis is performed on the responses of rispective banks Top
Management (TM) at their head offices located idéhabad, forming a total sample size
of 15 (refer Table 4.22). Each respondent ratelsath manual and computerised banking
operations. Though, fairly a small sample howeverexpected to provide a good picture
of the effect of computerization on banking openagi and most significantly expected to

reinforce the finding of the farmers’, managers als ITS rating index analyses.

6.2.4.2. Characteristics and Weights

The TM respondents were asked to give weights tth eaf the same four
characteristics as identified and explaine®i2.1.2. Characteristics and Weightsvith
respect to farmers. They are Infrastructure, Adstiative & Procedural Activities,
Attitude of People/Bank Staff and Policies on Agharal Credit Operations. The TM
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respondents were asked to give weights to eacteofntentioned four characteristics,
totalling to 100 according to their perceived intpoce of each characteristic with respect
to agricultural credit operations. These valueshasen averaged and then scaled down to

1 for use as their weights for the respective attarsstics.

Thus, the average of weights scaled to 1, giventi®y TM on the four
characteristics of agricultural credit & bankingeogtions/transaction are tabulated bank
operation wise in A — 6.2@\s explained earlier, the same weights are useddiaulating
both the manual TPTMARI and computerised TPTMARI.

Table 6.11: Average Weights on 'banking operations characteri stics' by Top
Management
. Policies on Administrative  |Attitude of Total
Sl Bank Operations Agricultural Credit I(B;rastructure and Procedural |People/ Bank |e=a+b+
no. Operations (a) activities (c) Staff (d) c+d
1 |Manual banking 0.30 0.20 0.16 0.34 1
operations
o |Computerised 0.30 0.20 0.16 0.34 1
banking operations
3 |Average 0.30 0.20 0.16 0.34 1

Source: Authors field work tabulated in A — 6.20

It can be observed from the average of the resgauisthe TM, that they perceive
Attitude of people/bank staff to be the most imanttof all with a weight of 0.34. Policies
on agricultural credit operations come next witlwaight of 0.3. This is followed by
Infrastructure with a weight of 0.2 and Adminisivat and procedural activities with a
weight of 0.16.

Thus, the top management are of the opinion that attitude of the bank staff is
very important for good banking business and agtical credit operations. This has to be
followed by good policies on agricultural creditevations. The top management opine
Infrastructure as the next important aspect incadjriral credit operations followed by
Administrative and Agricultural activities. It cde analysed that the TM have long-term

planning and management perspective for institatibailding.

6.2.4.3. Ratings Scale

With the TM perspective, an attempt was made tatilemaximum number of
attributes that broadly make up each of the aboestioned four characteristics of
agricultural banking operations relevant to theeobyes of the research. These are

assimilated from literature, internal and exterd@lcussions. Thus, it needs to be noted



that the attributes identified in third process dully represent each of the four

characteristics and are extensive but not exhaustiv

As seen in A — 6.21 and A — 6.22, ‘Infrastructusebroadly composed afight
attributes. They are; office space occupation, eppacold data, cost of procurement, cost
of maintenance, cost and need of special envirofjngependability on electricity/UPS,
communication with other banks/HO and rough useallag. ‘Administrative and
Procedural Activities’ is broadly composed twienty one attributes. They are; speed,
operations/working efficiency, operations are usemdly, data entry, deletion of data
entered erroneously, related data updating anch@ialg of records, cross referencing of
data available at different places, data retrievidata searching, data analysing, error
check, prompting facility, decision making suppoebility to create a scenario,
dependability/reliability, taking backup, taking hiple copies, secrecy maintained, end-
of-day closing and balancing of accounts, data mddocy, fear of losing data/work
getting stopped. ‘Attitude of People/Bank Staff'bsbadly composed divo attributes.
They are; ‘customer service’ and ‘learning to opsraFinally, ‘Policies on Agricultural
credit operations’ is broadly composedtafo attributes. They are; ‘staff training’ and

‘working hours’.

Ratings from TM with 1 representing Very Poor, Roor, 3 - OK, 4 - Good and 5
- Very Good are obtained on these constituentbates. The ratings are then averaged
bank operations-wise (manual and computerised).y Thave been tabulated for
comparison and analysis as shown in A — 6.21 ard6/&R2. The procedure of developing

and tabulating the ratings is explained in theolwihg section.

6.2.4.4. TM Ratings and Analysis: bank and operatio wise

All the TM respondents rated on all the attribudedisted in Questionnaire for the
Top Management questionnaire (A — 1.11), Q.no..B.89Q. no. 2.20, orboth manual
operations and on computerized operations. Thub ezgpondent rate on attributes of
manual banking operation as well as on the samiwds for computerised banking

operations.

In the analysis, the ratings of the TM on manualkoag operations araveraged
attribute-wise (vertically column-wise) and tabeldtin A — 6.21. Similarly, the ratings of
the TM on computerised banking operations are geerattribute-wise as tabulated in A
—-6.22.
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As discussed earlier isection 6.1.1.4. Farmers Rating and analysis: barénd
operation wise for any further statistical treatment, the rawdioal ratings have to be
converted to cardinal ratings. The averages of dtiebutes forming the respective
characteristic are added to obtain the total fat ttharacteristic. The responses are then
normalised by dividing this sum by the number dfilatites to obtain the Normalised
average for each characteristic. The normalisaaone so that the rating index that is
developed is free from all subjective attributesté investigator, the investigators
perception and investigators instrument. As expldiearlier, the attributes utilised in this
study are extensive but not exhaustive and hende sormalisation enables comparable
further studies with more number of relevant atti@s, which might have not been
identified and studied here. Thus, normalisatiorufoenable comparison of this study

with similar studies in future.

The normalised average would provide a per uniuevathat represents the
information of all its constituent attributes ahe wvalue would lie between 1 and 5. This is
then indexed to a scale of 100 to obtain the stibg@andex. This sub-rating index is then
multiplied with the weight of the respective chaeaistic (weights were discussed in
6.2.2.2. Characteristics and Weights to obtainTM sub-rating index factor. Thus, for

each of the four characteristics we obtain four Ji-rating index factor.

We observe from A — 6.21 that for manual bankingrapons the Infrastructure
TM sub-rating index factor is 13.1, Administrati@ed procedural activities TM sub-rating
index factor is 8.6, Attitude of bank staff TM stdting index factor is 23.8 and Policies
on agricultural credit operations TM sub-ratingerdactor is 22.6Total Perceived Top
Management Rating Index (TPTMARI) is then obtained bgdding the TM sub-rating
index factor received each characteristic. Thus, the manuakibgroperations in A —
6.21, getsTPTMARI of 68.1 (13.1+8.6+23.8+22.6 = 68.1). Similar calculatione a
performed for computerised banking operations, twhiceivesTPTMARI of 80.5 as
tabulated in A — 6.22. The TPTMARI of manual andnpoterised bank operations are
tabulated inTable 6.12 It is clearly observed that the computerised bapkperation has
highestTPTMARI of 80.5 and the manual banking operations F&TMARI of just
68.1 This indicates that the TM perceive that compségr operations are far better than
manual operations, which reinforces the resultsheffarmers, manager and ITS rating

analyses.



Table 6.12: Table comparing the 'Total Perceived Top Managemen t Rating Index
(TPTMARI)'

Sl Banking Operations Characteristics 'V'a””?' banking Computensed .
no operations banking operations
TM Sub-rating Index TM Sub-rating Index
factor factor
I | Infrastructure 13.1 13.6
Administrative & Procedural
: Activities 8.6 14.8
Il | Attitude of Bank Staff/People 23.8 29.6
IV | Policy 22.6 22.4
TOTAL Perceived Top Management
v Rating Index (TPTMARI) (I+II1+I11+IV) 68.1 80.5

Source: Authors field work tabulated in A —6.21 & A — 6.22

Therefore it can be inferred, that the TM perceteenputerised banking services
enable to provide improved banking services tortimal population. It could be used as a
strategic tool to provide enhanced banking serwidgch also can provide a competitive

advantage over a period of time.

Later, Scoring Technique analysisand Median Chi-square hypotheses testing
in chapter 7, is performed on the responses of @btudy whether the difference between
computerised and manual banking operations arestgtatly significant and to have a
better understanding of the differences betweenpobenised banking operations and

manual banking operations.

6.2.4.5. Mean and Standard Deviation Analysis

Mean and standard deviation are calculated forahegs on each of the attributes
for manual and computerised bank operations. Thesdabulated in A — 6.21 and A —
6.22. The attributes having standard deviation drighan 0.7 are hereby discussed. In
manual banking operations (A — 6.21), attributepat® for old data’, ‘rough
use/handling’, ‘speed’, ‘operations are user frighddata entry’, ‘cross referencing of
data available at different places’, ‘data retmgy ‘data retrieving’, ‘data searching’,
‘data analysing’, ‘error check’, ‘prompting facilit ‘decision making support’, ‘taking
backup’, taking multiple copies’, ‘secrecy maintd ‘end-of-day closing and balancing
of accounts’ and ‘data redundancy’ have a standidation of 1, each. Attributes
‘communication with other bank/HO’, ‘Deletion of tdeentered erroneously’, ‘updating of
related data and balancing of records’ and ‘abilitycreate a scenario’ have a standard
deviation of 0.9, each. Attributes ‘fear of losidgta/work getting stopped’ and ‘working

hours’ have a standard deviation of 0.8, each.
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In computerised banking operations (A — 6.22),ilaites ‘space for old data’,
‘rough use/handling’, ‘speed’, ‘operations are uBendly’, ‘data entry’, ‘error check’,
‘decision-making support’, dependability/reliabilit ‘secrecy maintained’, ‘data
redundancy’ and ‘staff training’ each has standdediation of 1. Attributes ‘cost of
procurement of books/computers’ and ‘deletion ofadantered erroneously’ have a
standard deviation of 0.9, each. Finally, attrisutmst of maintenance’ and ‘fear of losing

data/work getting stopped’ have a standard deviaifd.8, each.

6.2.5. Corollary

The Tables 6.13 and 6.14 below are the summanhefearlier tables. They
provide comprehensive idea of the perception of &ris of respondents interacted with
during the survey. It can be inferred that compsiéer operations are perceived to offer
better service than manual operations. Howevespine cases of the farmer customers the
difference in the rating index is found to be dittlose. Whereas, similar attribute rating
index analyses on the responses of managers (tbeider of banking service),
information technology staff/system administrat@nsd top management do perceive
improved bank service with computerised operatiombjch reinforces the earlier
findings.

TABLE 6.13 : Comparing the Total Perceived Farmers Rating Index  (TPFRI)
received by banks in West Godavari district

Sl Banking Operations Manual Computerised | Manual Computerised

No. Characteristics Cooperative | Cooperative Commercial | Commercial
branch branch branch branch

I FARMERS: TPFRI

I.1 | West Godavari 68.8 70.7 73.0 78.5

1.2 | Chittoor 58.4 65.9 65.2 71.2

I.3 | Nizamabad 57.5 61.3 69.2 71.4

Il Managers: TPMRI 59.6 72.4 61.9 74.5

Source: Authors field work tabulated in Tables 6.4, 6.5, 6.6 & 6.8

Table 6.14: Comparing the TPITSRI & TPTMARI

Sl Banking Operations Characteristics 'V'a”“?' banking Compgterlsed banking
No. operations operations
Information Technology Staff/System
! Administrators: TPITSRI 63.3 80.2
Il | Top Management : TPTMARI 68.1 80.5

Source: Authors field work tabulated in Tables 6.10 & 6.12
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However, to have better understanding it is impesab statistically establish that
the computerised operations are significantly bettan manual operations, and that better
banking services could be indeed provided by coana&d banking operations. Hence the
Individual scoring and Median chi-square hypothdestng are performed on all the four

set of respondents.

6.3. Conclusion

Responses from the farmers’, managers, ITS and Téve vsought on various
aspects of banking service keeping in mind theativjes of the research. Their responses
were sought for comparing the computerised bankipgration and manual banking

operations.

The Total Perceived Farmer Ratings Index (TPFRI)is performed to understand
the perception of farmers on manual bank operatioss-vis the computerised bank
operations. Ratings were obtained on various aspddbanking services in line with the
objectives of the research. In West Godavari andt@h district representing Coastal
Andhra and Rayalseema regions of Andhra Pradespectgely, the computerised
banking operations received considerably high gatilndex relative to the manual
banking operations. While Nizamabad district repnéimg Telangana region of Andhra
Pradesh received quite close rating index for caemsed banking operations and manual
banking operations. As mentioned earlier, the cdenmation was in process in
Nizamabad district and hence, the less differenegvéden computerised and manual
banking operations. Overall, the indication is ttieé computerised banking operations
services are perceived to be more beneficial tharsérvices delivered by manual banking
operations. Hence, other analyses are performedderstand the difference better.

Secondly, in the process of analysing the above fioticed that the commercial
banks received overall higher rating index thandbeperative. Thus, it can be concluded
that commercial bank services are perceived to b#erb than that provided by

cooperatives.

The mean and standard deviation of the farmergomeses were quite consistent,
though few responses had marginally higher standindation. The higher standard
deviation could be attributed to the fact that camepsed systems are new to the bank

staff and shall require some time to get used to.
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Thus, it is concluded by the farmers’ analyses that computerised banking
operations are better than manual banking opematibnd the commercial bank services
are better than cooperatives.

The Total Perceived Manager Ratings Index (TPMRI) is performed to
understand the perception of managers on manuak lmperations vis-a-vis the
computerised bank operations. Ratings were obtaorediarious aspects of banking
services in line with the objectives of the reskaithe computerised banking operations
have received substantially higher ratings than renual banking operations, with
computerised commercial bank receiving higher gatinan computerised cooperative
bank. The users of the computers in banking omeratare experiencing the immediate
benefits of computerisation. However, since it is2zaent development given some time
for stabilization, we can expect that the benefitaild automatically get extended to the
farmer customers. Overall, this indicates that ttmmputerised banking operations
services are perceived to be more beneficial tharsérvice delivered by manual banking
operations. In the process of analysing the abbigealso observed that commercial bank
services are perceived to be better than that ¢eedviby cooperatives.

The mean and standard deviation of the managesgbrses were quite consistent
though few responses had marginally higher standaerdation. As was reasoned, the
rural bank managers are recently introduced to cemigation and are finding
computerised banking operations to slowly improkeirt efficiency. However, over a
period of time as they get used to the computerisauking operations systems they
would be able to deliver still better service witlore efficiency.

Thus, it is concluded by the managers’ analyses ttie computerised banking
operations are better than manual banking opematidnd the commercial bank services
are better than cooperatives.

The Total Perceived Information Technology Staff Ratingindex (TPITSRI) is
performed to understand the perception of InforamtiTechnology Staff/System
Administrators (ITS) on manual banking operatioms-arvis the computerised banking
operations. The computerised banking operationsived substantially higher ratings
than the manual banking operations. This indic#ites the ITS perceive computerised
bank operations to be more beneficial than manaiak loperations.

The mean and standard deviation of the ITS resgomge quite consistent

though few responses had marginally higher standevéhtion.
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Thus, it is concluded by the ITS analyses thatctimputerised banking operations
are better than manual banking operations.

The Total Perceived Top Management Rating Index (TPTMAR) is performed
to understand the perception of Top Management @mual bank operations vis-a-vis the
computerised bank operations. Ratings were obtaorediarious aspects of banking
services in line with the objectives of the reskaithe computerised banking operations
have received substantially higher ratings than remnual banking operations. This
indicates that the Top Management perceive comigattibank operations to be more
beneficial than manual bank operations.

The mean and standard deviation of the ITS resgomge quite consistent
though few responses had marginally higher standevéhtion.

Thus, the rating index analysis proves that the mdarised operations are far
better than manual operations. In the case of Nakeu district, the rating index for
computerised banking operations and manual ban&peyations were observed to be
quite close, since the rural computerised bankveyed were in the process of
computerisation. It is expected to deliver its Bgseonce it is well established over a

period of time.

Thus, we observe that the overall Percentage atidgRimdex Analyses together
reinforce that computerised operations are farebdttan manual operations. It not only
helps the organisation in the long run but alsdirsthe bank staff to reap the benefits by
way of improving their operations and deliver imyed banking service to the rural

populations.

In the next chapter, we perform Scoring and Med@hi-Square Hypotheses
testing for a comparative study of the manual amtiputerised banking service, to have
better insight on the improvement of banking servitue to computerisation in rural

banks.
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CHAPTER 7

COMPUTERISED AND MANUAL BANKING SERVICE
COMPARATIVE ANALYSES

QUANTITATIVE ANALYSES - llI

7.1. Introduction

In the process of quantifying the intangible aspeat computerised banking
operations, the quantitative analyses in terms estéhtage analyses and Rating Index
Analyses are performed and discussed in previoaptels. The third and final part of
guantitative analyses are performed in this chaptesubjecting the responses of the
farmers’, bank managers, IT staff and TM of thegeesive banks, to Scoring and Median
Chi-square Hypotheses testing. As mentioned eatherresponses are also subjected to
qualitative analysis in next Chapter ® substantiate the findings of the quantitative

analysis, with discussions on various intangibjeeats that are found difficult to quantify.

7.2. Individual Scoring and Median Chi-Square Hypoheses Testing

Individual scoring technique and Median Chi-squatgpotheses testing in
addition to the Banking Service Perception Analygdtibute Rating Index in previous
Chapter 6, is employed for better understanding exyploring statistically significant
difference, if present, between manual and comige@operations. In this analysis, score
is developed for individual respondent based or eaes response on all the attributes

and statistical hypotheses testing performed ugiadian Chi-square statistical tool.

Individual scoring technique and Median chi-squdrgpotheses testing are
performed on the farmers’ responses for each otliree regions separately, which are
discussed in sectioid.2.1 The responses of managers’ in sectib®.2, information
technology staff/system administrators (ITS) inteec7.2.3.and the TM in sectioi.2.4,
are then analysed in the same fashion as done dionefs’, however, respective
respondents of all the three regions are takentliegeand analysed. For example, the
manager analysis is performed by pooling in th@aeases by managers of all the three
districts together, which is also followed in cagdTS and TM. This scoring and median

chi-square hypotheses testing on all the fourafetsspondents are explained below.
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7.2.1. Scoring on Farmers’ Responses

The total farmers’ score on bank operations areutatied for each of the district
surveyed in each of the three regions of Andhralési. Analysis for West Godavari
region is done in sectiof.2.1.1, Chittoor region is done in section.2.1.2. and

Nizamabad district is performed in sectib2.1.3

The farmers’ are coded for ease of analysis andraue identification in A — 6.1
to A — 6.12. MCOOPFar stands forFarmers’ Scores of Manual Cooperative
CCOOPFar stands forFarmers’ Scores of Computerised CooperativeMCOMFar
stands for Farmers’ Scores of Manual Commercial and CCOMFar stands for
Farmers’ Scores of Computerised Commerciallt needs to be noted that, thieSBO
for each respondent of each bank were developeztibastheir rating on their own bank.
Thus, TFSBO for farmers’ of manual cooperative bank was calt@d only from their
ratings on cooperative column in the questionn&@mnilarly, theTFSBO for farmers’ of
manual commercial bank is obtained only from tiheiings on commercial bankFSBO
for the farmers’ of computerised cooperative bamls womputed only from their rating on
cooperative and similarly, thEFSBO for farmers’ of computerized commercial bank is

calculated only from their rating on commercial kan

This ensures that we take into consideration tirades’ experience and perception
of their bank operations (the bank where he haswagrral loan, transaction high and was
interviewed by researcher as a customer of thak)band hence reflect the actual
situation. The scores thus obtained are used falianechi-square hypotheses testing for

each district, as discussed in the following sectio
7.2.1.1. West Godavari District

7.2.1.1.1. Total Farmers’ Score on Bank Operationd FSBO): WG

Individual farmer-wise analysis was performed or6 Ikéspondents and score
developed for each farmer of the West GodavariridistEach farmer rated the
commercial bank and tabulated in A — 6.1 (manuamarked ‘C) & A — 6.2
(computerised) and cooperative in A — 6.3 (mandal\ — 6.4 (computerised) on all
attributes. Attributes (marked ‘B’ in A — §.broadly related to the four characteristics
(marked ‘A’ in A — 6.) are listed below each of the characteristic. Theatteristics and

their attributes were earlier discussed in AttrioRating Index analyses in sectitR.1.2.
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Characteristics and Weights & 7.2.1.3. Ratings Scalin chapter 6. Ratings were

obtained on these attributes.

For any further statistical treatment, the raw watlratings have to be converted to
cardinal ratingsEach farmer wise (horizontally), the ratings on attributes formitige
respective characteristic are added and normaligedividing the sum by the number of
attributes used to calculate the sum (normalisatias earlier discussed during rating
index analyse¥.2.1.4. Farmers’ Rating and analysis: bank and opation wise in
Chapter 6. The obtained value is then multipliedh®sy/ respective characteristic weight to
obtain the sub-score. Thus for each charactensigcsub-score is obtained (not shown in
table). The first sub-score is on characteristirastructure, second sub-score on
Administrative and Procedural Activities, third sskore on Attitude of People/Bank Staff
and the fourth sub-score on Policies on Agricult@eedit Operations. These four sub-
scores are added to get thetal Farmer Score on Bank Operations (TFSBO)Ymarked
‘L'in A-6.1).

For further analysis, these are tabulated in Al+&produced from A — 6.1 to A —
6.4. These scores are then used for Median Chi-Squanetlingsis testing as discussed in

the following section.

7.2.1.1.2. Median Chi-Square Hypothesis Testing: WG

The 116 TFSBO thus obtained for each farmer are tabulated in &A.+ and
arranged irascending ordersorted by theuantity of the TFSBO scoreand tabulated in
A —7.2. The Median positioned TFSBO in this sotiale is then calculated as below:

Median = (N+1) / 2 when N = Sample size is odd number
Median =N/ 2 when N = Sample size is even number
The farmer sample size is 116. Thus, the mediathtosample size of N = 116 is
Median = 116/2 = 58 i.ethe 58th positioned TFSBO

Thus,58th position TFSBO is the median of the ordered tabulatiorheffarmers’
scores. Consequently, there are two groups of sc@nee group are those farmers’ scores,
which are positioned abovs8th TFSBO (including 58th position), indicating that they
perceive the bank is providing good service (goexvise group). The second group are
those farmers’ scores, which are positionetlabove 58th TFSBQ indicating that they

perceive that the bank is unable to provide gooda® (poor service group).



Chi-square ((2) test is applied to the farmers’ scores to test ifeNull
Hypothesis Ho() of the research study. The contingency tableyfoanalysisis shown
below in Table 7.1 (the calculations are also shawrA — 7.3). The number of
respondents ofcomputerised operation bank, either belonging to computerized
cooperative or computerised commercial bank, wipmsition isabove the58" TFSBO
due to thenigh TFSBO are represented as A. The numbers of the saateabove 58§
TFSBO score are denoted as B. Similarly, the number espondents oimanual
operations bank either belonging to manual cooperative or marmeshmercial bank,
whose position isbove the 58 TFSBO are represented as C and D is denoted as the
number of those respondentst above58" TFSBO score.

Table 7.1: Chi-Square Testing; farmers’ responses  -WG

HIGH Score-position| LOW Score- position
Farmers’ _l above median NOT above median | TOTAL
(GOOD SERVICE) (POOR SERVICE)
Computerised Operations 36 (A) 20 (B) 56 (F=A+B)
Manual Operations 22 (C) 38 (D) 60 (H=C+D)
TOTAL 58 (E=A+C) 58 (G=B+D) N =116

Source: Authors field work tabulated inA-7.1, A-72& A-7.3

The expected frequency for cell A, B, C and D are;

For cell A, the expected frequency is = (E * F)/N ( 58*56)/116 = 28
For cell B, the expected frequency is = (G * F)/N ( 58*56)/116 = 28
For cell C, the expected frequency is = (E * H)/N ( 58*60)/116 = 30
For cell D, the expected frequency is = (G * H)/N ( 58*60)/116 = 30

Since the expected frequencies are above 10 (L&®n7: 165-166) the normal
Chi-square formula is applied as below;

o= N(AD-BC)"2 = 99897344 4* = 8.84
(A+B) (C+D) (A+C) (B+D) 11303040

Degrees of freedom= (row—1) * (column-1) = 2-1)*(23)1=1

At 95 percentconfidence value, thg2 table value is3.841and at90 percent
confidence value, thg2 table value i%.635 Thus, for not rejecting thull hypothesis
How , at 0.1 significance level with one degree of d@a the calculated chi-square
should be smaller thagR table value 0f6.635 Since the calculated chi-square value is
8.84 the Null Hypothesisdo(y is rejected in favour oResearch Hypothesis Hgy for
West Godavari district of Coastal Andhra region.
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Hence, for Coastal Andhra region, we can concluggistically that credit
sanctioning and other banking services from compagd bank branches asgnificantly

better than non-computerised bank branches.
7.2.1.2 Chittoor District

7.2.1.2.1. Total Farmers’ Score on Bank Operationd FSBO): CH

Individual farmer-wise analysis was performed or6 Iéspondents and score
developed for each farmer of the Chittoor regione Bame procedure has been followed
to develop the 116 scores for Chittoor districtvess followed in the case of West

Godavari region.

Each farmer’s rating on the commercial bank in ©bit district, is tabulated in
A - 6.5 (manual) & A — 6.6 (computerised) and coafiee in A — 6.7 (manual) & A —-6.8
(computerised) on all attributes. Similar proceda® explained in sectio.2.1.1.1
TFSBO: West Godavari district is followed to calculate the four sub-scores, ¢ore
each characteristic. These four sub-scores aredatddget theTotal Farmer Score on
Bank Operations (TFSBO)as tabulated in A — 7.4, reproduced from A — 6.2\t 6.8.
The scores thus obtained for each farmer are usedlédian Chi-Square hypothesis

testing as discussed in the following section.

7.2.1.2.2. Median Chi-Square Hypothesis Testing: Qtoor district

The 116TFSBO thus obtained for each farmer and tabulated in7Adis arranged
in ascending ordersorted by theguantity of TFSBO score and tabulated in A — 7.5.
Similar procedure as explained in sectit2.1.1.2. Median Chi-Square Hypothesis
Testing: West Godavari district is followed and the below contingency table obtdine
for x2 analysis(the calculations are also shown in A — 7.6). Tdrener sample size is 116
and the median position is the"5gosition of TFSBO in A — 7.5.

Table 7.2: Chi-Square Testing; farmers’ responses -CH

HIGH Score-position | LOW Score- position
Farmers’ _l above median NOT above median TOTAL
(GOOD SERVICE) (POOR SERVICE)
Computerised Operation 41 (A) 19 (B) 60 (F=A+B)
Manual Operations 17 (C) 39 (D) 56 (H=C+D)
TOTAL 58 (E=A+C) 58 (G=B+D) N =116
Source: Authors field work tabulated inA—-7.4,A-75&A—-7.6




The expected frequency for cell A and cell B is &ch and the expected
frequency for cell C and D is 28 each. The degfdszedom is 1.

Since the expected frequencies are above 10, thmahahi-square formula is
applied as below:

voo= N(AD-BC)"?2 = 188868416 = 16.71
(A+B) (C+D) (A+C) (B+D) 11303040

At 95 percentconfidence value, thg2 table value is3.841and at90 percent
confidence value, thg2 table value i%6.635 Thus, for not rejecting theull hypothesis
Ho( , at 0.1 significance level with one degree of di@a the calculated chi-square
should smaller thag2 table value 06.635 Since the calculated chi-square valuggs/,
the Null Hypothesidio, is rejected in favour dResearch Hypothesis Hgy for Chittoor
district.

Hence, for Chittoor district of Rayalseema regia can conclude statistically
that credit sanctioning and other banking services) computerised bank branches are

significantly better than non-computerised bank branches.
7.2.1.3. Nizamabad District

7.2.1.3.1. Total Farmers’ Score on Bank OperationdflFSBO): NZ

Individual farmer-wise analysis was performed ot I@spondents and score
developed for each farmer of the Nizamabad distlibe same procedure is followed to
develop the 104 scores for Nizamabad district as ftlowed in the case of West

Godavari district.

Each farmer’s rating on the commercial bank of Niahad district, is tabulated in
A — 6.9(manual) & A — 6.1qQcomputerised) and cooperative in A — 6.11 (man&al) —
6.12 (computerised) on all attributes. Similar gaure as explained in secti@r2.1.1.1.
TFSBO: West Godavari district is followed to calculate the four sub-scores, éoe
each characteristic. These sub-scores are addget theTotal Farmer Score on Bank
Operations (TFSBO)as tabulated in A — 7.7, reproduced from A — 6.@\te 6.12. The
scores thus obtained for each farmer are used é&atidvi Chi-Square hypothesis testing as

discussed in the following section.
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7.2.1.3.2. Median Chi-Square Hypothesis Testing: NRistrict

The 104TFSBO thus obtained for each farmer and tabulated in7A74s arranged
in ascending ordersorted by theguantity of TFSBO scoreand tabulated in A — 7.8.
Similar procedure as explained in sectit2.1.1.2. Median Chi-Square Hypothesis
Testing: West Godavari district is followed and the below contingency table obtdine

for x2 analysis(the calculations are also shown in A — 7.9). Tdrener sample size is 104

and the median position is the"8position of TFSBO in Table 7.3.

Table 7.3: Chi-Square Testing; farmers’ responses -NZ

HIGH Score-position | LOW Score- position
Farmers o _l above median NOT above median TOTAL
(GOOD SERVICE) (POOR SERVICE)
Computerised Operations 27 (A) 23 (B) 50 (F=A+B)
Manual Operations 25 (C) 29 (D) 54 (H=C+D)
TOTAL 52 (E=A+C) 52 (G=B+D) N =104

Source: Authors field work tabulated in A-7.7, A—-78&A-7.9

The expected frequency for cell A and cell B is @ach and the expected

frequency for cell C and D is 27 each. The degfdeeedom is 1.

Since the expected frequencies are above 10, thmahahi-square formula is

applied as below:

2 —

2 = N(AD-BC)"2 = 0.62

(A+B) (C+D) (A+C) (B+D)

4499456 =
7300800

At 95 percentconfidence value, thg2 table value is3.841and at90 percent
confidence value, thg2 table value i%.635 Thus, for not rejecting the Null hypothesis
Ho( , at 0.1 significance level with one degree of di@®m the calculated chi-square
should smaller thap?2 table value 06.635 Since the calculated chi-square valu8.82
the Null Hypothesis Hqy) is not rejected in the case of Nizamabad distTibts indicates
that there is no enough evidence against Null HyggisHo(;) to reject it in favour of

Research Hypotheskr (1.

Hence, for Nizamabad district in Telangana regi@ can conclude statistically
that credit sanctioning and other banking servicesy computerised bank branches are

NOT significantly better than non-computerised bank branches
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7.2.2. Scoring on Managers Responses

The total managers’ score on bank operations dcalated as below. These scores
of all the manager of all three regions together #ren used for median chi-square

hypothesis testing as explained below.

7.2.2.1. Total Bank Managers Score on Bank Operatis (TMSBO)

Individual manager-wise analysis was performed score developed for each

manager. Thus 36 scores were obtained for 36 bamager respondents.

Each manager rated on computerised operationsgA5-& A — 6.16) and manual
operations (A — 6.13 & A — 6.14) on all attribut&@milar procedure as explained in
section7.2.1.1.1. TESBO: West Godavari districts followed to calculate the four sub-
scores, one for each characteristic. The firstsudye is on characteristic Infrastructure,
second sub-score on Administrative and ProceductiVidies, third sub-score on Attitude
of People/Bank Staff and the fourth sub-score oriciee on Agricultural Credit
Operations. These four sub-scores are added tthgdiotal Manager Score on Bank
Operations (TMSBO) as tabulated in A — 7.10, reproduced from A — 6d.2 — 6.16.
The scores thus obtained for each farmer are usedlédian Chi-Square hypothesis

testing as discussed in the following section.

The column ‘Manager’ lists the manager bank wise @ coded for ease of
analysis and unique identification in A — 6.13 to-A6.16 A — 7.10 and A — 7.11.
MCOOPMar stands forManager scores of Manual Cooperative bankCCOOPMar
stands forManagers scores of Computerised CooperatiyeMCOMMar stands for
Manager scores of Manual CommerciaandCCOMMar stands foManager scores of

Computerised Commercial

Here too theTMSBO for each respondent of each bank were developsedban
their rating on their own bank. TRHEMSBO for managers of manual cooperative bank
was calculated only from their ratings on manuarapons column in the questionnaire.
Similarly, TMSBO for managers of manual commercial bank is obtaodd from their
rating on manual operationBMSBO for the managers of computerised cooperative bank
was computed from their rating on computerised ajp@ns and similarly, theMSBO for
managers of computerised commercial bank is cakdilafrom their rating on

computerised operations.
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This ensures that we take into consideration thenagers’ experience and
perception of the banking operations presently ddollowed in their bank and thus,
reflects the actual situation. These scores aré t@rse Median Chi-Square hypothesis

testing as discussed in the following section.

7.2.2.2. Median Chi-Square Hypothesis Testing

The 36 TMSBO thus obtained for each manager and tabulated in A18 is
arranged irascending ordersorted by thejuantity of TMSBO score and tabulated in A
— 7.11.Median positioned TMSBO for managers is calculated in this sorted tabde, a
done for farmers’ irv.2.1.1.2. Median Chi-Square Hypothesis Testing: Vée Godavari

district. The median for manager respondents of sampleé\siz86 is
Median = 36/2 = 18 i.e. the18" positioned TMSBO

Thus, 18th position TMSBO is the median of the ordered tabulation (A — 7dfl1)
the managers’ scores. Consequently, there are tougsg of scores. One group are those
managers' scores, which are positiomedve 18th TMSBO (including 18th position),
indicating that they perceive the bank is providgupd service (good service group). The
second group are those managers’ scores, whichoargbove 18th TMSBQ indicating

that they perceive that the bank is unable to plgood service (poor service group).

Chi-square (2) test is applied to the managers’ scores to test2th Null
hypothesisHo(,) of the research study. The contingency tableyfanalysisis shown
below (the calculations are also shown in A — 7.1I)e number of respondents of
computerised operation bank either belonging to computerised cooperative or
computerised commercial bank, whose positioabisve the 18th TMSBO due to the
high TMSBO are denoted as A. The numbers of the saimieabove 18th TMSBOscore
are represented as B. Similarly, the number ofaedents ofmanual operations bank
either belonging to manual cooperative or manuahroercial bank, whose position is
above thel8th TMSBO are represented as C. The number of the sanhabove 18th
TMSBO are represented as D.
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Table 7.4: Chi-Square Testing; bank managers’ responses

HIGH Score-position | LOW Score- position
Farmers o _l above median NOT above median | TOTAL
(GOOD SERVICE) (POOR SERVICE)
Computerised Operations 18 (A) 0 (B) 18 (F)
Manual Operations 0(C) 18 (D) 18 (H)
TOTAL 18 (E) 18 (G) N =36

Source: Authors field work tabulated in A—7.10,A-7.11 & A-7.12

The expected frequency for cells A, B, C and D are;

For cell A, the expected frequency is = (E * F)/N ( 18*18)/36 = 9
For cell B, the expected frequency is = (G * F)/N (18*18)/36 = 9
For cell C, the expected frequency is = (E * H)/N ( 18*18)/36 = 9
For cell D, the expected frequency is = (G * H)/N( 18*18)/36 = 9

Since the expected frequency values letow 1Q the Yates Corrected Chi-
square formula (Levin, 1977: 165-166) is applied, so that we doget an inflated value

of Chi-square.

vo= N[IAD-BCI-(N/2]~2 = 3370896 »*= 32.11
(A+B) (C+D) (A+C) (B+D) 104976
Degrees of freedom = (row—1) * (column —1) = 1*1 =1

At 95 percentconfidence value, thg2 table value is3.841 and at90 percent
confidence value, thg2 table value i$.635 Thus, for not rejecting thull hypothesis
Hop) , at 0.1 significance level with one degree of di@®m the calculated chi-square
should smaller thag2 table value 06.635 Since the calculated chi-square valudasl],

the Null Hypothesis Hqy) is rejected in favour dResearch Hypothesis Hg).

Hence, we can conclude statistically that the marsagerceive that computerised
bank branches working environment in terms of &fficy and effectiveness are

significantly better than non-computerised bank branches.

7.2.3. Scoring on Information Technology Staff/Sysim Administrators Responses

The total Information Technology Staff/System Adrsiration (ITS) respondents
score on bank operations are calculated as belbesel' scores of all the ITS of all three
regions together are then used for median chi-eqbgpotheses testing as explained

below.

164



7.2.3.1. Total ITS Score on Bank Operations (TITSSB)

Individual ITS-wise analysis was performed on 175 Ifespondents. The same
procedure is followed to develop the scores for BSSwas followed in the case of
farmers’ and managers respondents. Except thah EE® respondent rated on both
manual banking operations and computerised bardpegations. Thus there are 17 scores
developed on manual banking operations and 17 score computerised banking

operations.

Each ITS respondents ratings on manual bankingatipas were utilised to
develop manual banking TITSSBO and their code isMANITS{respondent-
organisation&number}. Similarly, their ratings on computerised bankiogerations
were utilised to develop the computerised bankipgrationsTITSSBO and their code is
COMITS{respondent-organisation&number}. They are coded for ease of analyses in A
— 6.18 and A — 6.19A — 7.13 to A — 5.15. ThusCOMITSSBI, COMITSAPB and
COMITSCOP stands for ratings ooomputerised banking operationsby Information
Technology Staff/System Administrators, of StateBaf India, of Andhra Pradesh State
Cooperative Bank Limited and of Cooptions Techn@sdimited, respectively. Similarly,
MANITSSBI, MANITSAPB and MANITCOP stand for ratings omanual banking
operations by Information Technology Staff/System Administiatoof State Bank of

India, of Andhra Pradesh and of Cooptions Techne®bimited., respectively.

Attributes broadly related to the four charactarssare listed below each of them,
which were already discussed in Attribute Ratingletn analysis sectior6.2.3.2.
Characteristics and Weights & 6.2.3.3. Ratings Scain Chapter 6. Rating was obtained
on these attributes. For any further statistiaatiment, the raw ordinal ratings have to be
converted to cardinal rating&ach ITS wise (horizontally), the ratings on attributes
forming the respective characteristic are addedramchalised by dividing the sum by the
number of attributes used to calculate the sumnfabisation already discussed during
rating index analyse&.2.1.4. Farmers’ Rating and analysis: bank and opation wise;
Chapter 6). The obtained value is then multiplied by thepective characteristic weight
to obtain the sub-score. Thus, for each charatitedee sub-score is obtained (not shown
in table). These four sub-scores are added to lyetTotal ITS Score on Bank
Operations (TITSSBO) as tabulated in A — 7. ¥8produced from A — 6.18 and A — 6.19.
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The Total ITS Score on Bank Operations (TITSSBO)for manual banking
operations and computerised banking operationsogether used for Median Chi-Square

hypothesis testing as discussed in the followiragice.

7.2.3.2. Median Chi-Square Analysis and HypothesiBesting

The 34 TITSSBO thus obtained are tabulated in A — 7.48d arranged in
ascending ordersorted by thequantity of TITSSBO score and tabulated in A — 7.14.
Median positioned TITSSBOfor manual banking operations and computerisedibgn
operations together is 34 / 2 = 17 i.e. 178 positioned TITSSBO

Thus, 17" position TITSSBO is the median of the ordered tabulation (A — 7.14)
of the ITS scores. Consequently, there are twopgai scores. One are those ITS scores
which are positionedbove 17 TITSSBO (including 17" position), indicating that good
service is being provided (good service group). 3éeond are those ITS scores which are
not above 17 TITSSBO, indicating that the bank is unable to providedyservice (poor

service group).

Chi-square (2) test is applied to the ITS scores to test3feNull hypothesis
Ho) and to reinforce the earlier findings of the farsi@nd managers. The contingency
table fory2 analysisis shown below (the calculations are also showA in7.15). The
number of respondents obmputerised operations bank whose position isbove the
17" TITSSBO due to thehigh TITSSBO are denoted as A. The numbers of the same,
not above 17 TITSSBO are represented as B. Similarly, the number gfaeses on
manual operations bank whose position isbove the 1¥ TITSSBO are represented as

C. The number of the samet above 11" TITSSBO are represented as D.

Table 7.5: Chi-Square Testing; IT/SA responses

HIGH Score-position | LOW Score- position
Farmers o _l above median NOT above median TOTAL
(GOOD SERVICE) (POOR SERVICE)
Computerised Operations 17 (A) 0 (B) 17 (F=A+B)
Manual Operations 0(C) 17 (D) 17 (H=C+D)
TOTAL 17 (E=A+ Q) 17 (G=B+D) N=34

Source: Authors field work tabulated in A—-7.13, A-7.14 & A-7.15

The expected frequency for cell A, cell B, cell @aell D is 8.5 each. The degree

of freedom is (2-1) x (2-1), which is equal to 1.
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Since the expected frequency values laeeow 1Q the Yates Corrected Chi-

square formulais applied, so that we do not get an inflated @atiChi-square.

o= N[IAD-BCI-(N/2)]"2 = 2515456 * = 30.12
(A+B) (C+D) (A+C) (B+D) 83521

At 95 percentconfidence value, thg2 table value is3.841and at90 percent
confidence value, thg2 table value i6.635 Thus, for rejecting théull hypothesis
Ho), at 0.1 significance level with one degree of di@e the calculated chi-square
should be smaller thagR table value 0f6.635 Since the calculated chi-square value is

30.12 theNull Hypothesis Hag) is rejected in favour dResearch Hypothesis Hg,.

Hence, we can conclude statistically that IT Spaffceive the computerised bank
branches working environment in terms of efficieranyd effectiveness amgnificantly
better than non-computerised bank branches. This alsdorees the findings of the

farmers’ and managers analyses.

7.2.4. Scoring on Top Management Responses

The total TM respondents’ score on bank operatwasalculated as below. These
scores of the all the TM of all the banks are takyether and then used for median chi-

square hypotheses testing as explained below.

7.2.4.1. Total Top Management Score on Bank Operains (TTMSBO)

Individual TM-wise analysis was performed on 15 Thkpondents. The same
procedure is followed to develop the scores for &M was followed in the case of
farmers’, managers and Information Technology &gftem Administrators’. Here too,
each TM respondent rated both on manual bankingatipas and computerised banking
operations. Thus, there are 15 scores developeghanmual banking operations and 15

scores on computerised banking operations

Each TM respondents ratings on manual banking tipasa were utilised to
develop manual banking TTMSBO and their code isMANTM{respondent-
organisation&number }. Similarly, their ratings on computerised bankiogerations
were utilised to develop trmmputerisedbanking operation§ TMSBO and their code is
COMTM{respondent-organisation&number} . They are coded for ease of analysis in A
—6.21 and A - 6.22, A—-7.16 and A — 7.17. THDOMTMSBI, COMTMAPB and



COMTMCOP stands for ratings onomputerised operationsby Top Management, of
State Bank of India, of Andhra Pradesh State Catjyer Bank Limited and of Cooptions
Technologies limited, respectively. SimilarlyMANTMSBI, MANTMAPB and

MANTMCOP stand for ratings on manual operations by Top Mangnt, of State Bank

of India, of Andhra Pradesh and of Cooptions Te&tgies Limited., respectively.

Attributes broadly related to the four charact@ssare listed below each of them,
which were already discussed in Attribute Ratingleta analysis sectior6.2.4.2.
Characteristics and Weights & 6.2.4.3. Ratings Scain Chapter 6. Rating was obtained
on these attributes. For any further statistiaahtiment, the raw ordinal ratings have to be
converted to cardinal rating&ach TM-wise (horizontally), the ratings on attributes
forming the respective characteristic are addedramchalised by dividing the sum by the
number of attributes used to calculate the sumnfabisation already discussed during
rating index analyse8.2.1.4. Farmers’ Rating and analysis: bank and opation wise
in Chapter 6). The obtained value is then multgplig the respective characteristic weight
to obtain the sub-score. Thus, for each charatitedee sub-score is obtained (not shown
in table). These sub-scores are added to gefdted Top Management Score on Bank
Operations (TTMSBO) as tabulated in A — 7.16 reproduced from A — @2d A — 6.22.

The Total Top Management Score on Bank Operations (TTMBO) for manual
banking operations and computerised banking omersitare together used for Median

Chi-Square hypothesis testing as discussed irotleving section.

7.2.4.2. Median Chi-Square Analysis and HypothesiBesting

The 30 TTMSBO thus obtained and tabulated in A — 7.16 is arrdnge
ascending ordersorted by thequantity of TTMSBO score and tabulated in A — 7.17.
Median positioned TTMSBO for manual banking operations and computerisedibgn
operations together is 30/ 2 = 15 i.e. thel5" positioned TTMSBO

Thus, 15" position TTMSBO is the median of the ordered tabulation (A — 7.17)
of the TM scores. Consequently, there are two ggafscores. One group are those TM
scores, which are positionebove 18' TTMSBO (including 1%' position), indicating
that they perceive that good service is being jpiedi(good service group). The second
are those TM scores, which amet above 1% TTMSBO, indicating that they perceive

the bank is unable to provide good service (poniice group).
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Chi-square (2) test is applied to the TM scores to test 4fleNull hypothesis
Hoand to reinforce the earlier finding of the farmensanagers and IT staff (ITS). The
contingency table fox2 analysisis shown below (the calculations are also showA i
7.18). The number of respondentscofnputerised operations bank whose position is
above the 18 TTMSBO due to thehigh TTMSBO are denoted as A. The numbers of
the samenot above 18' TTMSBO score are represented as B. Similarly, the nuraber
responses omanual operations bank whose position isbove the 18 TTMSBO are
represented as C. The number of the sant@bove 18 TTMSBO are represented as D.

Table 7.6: Chi-Square Testing; Top management responses

HIGH Score-position | LOW Score- position
Farmers o _l above median NOT above median TOTAL
(GOOD SERVICE) (POOR SERVICE)
Computerised Operation 15 (A) 0 (B) 15 (F=A+B)
Manual Operations 0(C) 15 (D) 15 (H=C+D)
TOTAL 15 (E=A+C) 15 (G=B+D) N=30

Source: Authors field work tabulated in A—7.16, A—7.17 & A—7.18

The expected frequency for cell A, cell B, cell @aell D is 7.5 each. The degree
of freedom is (2-1) x (2-1), which is equal to 1.

Since the expected frequency values laeow 1Q the Yates Corrected Chi-

square formulais applied, so that we do not get an inflated eafiChi-square.

26.13

1323000 x =
50625

= N[IAD-BCI-(N/2)J*2 =
(A+B) (C+D) (A+C) (B+D)

At 95 percentconfidence value, thg2 table value is3.841 and at90 percent
confidence value, thg2 table value i$.635 Thus, for not rejecting thull hypothesis
How), at 0.1 significance level with one degree of di@e the calculated chi-square
should smaller thag2 table value 06.635 Since the calculated chi-square valugdsl3

the Null Hypothesis Hquyis rejected in favour dResearch Hypothesis Hyg) .

Hence, we can conclude statistically that the Topn&yement perceive the
computerised bank branches working environmenrgrims of efficiency and effectiveness
are significantly better than non-computerised bank branches. This toafames the

findings of the farmers’ and managers analyses.



7.2.5. Conclusion for Scoring and Median Chi-squarélypotheses Testing

The Conclusion for Scoring and Median Chi-squarepdtlyeses Testing is
discussed in five sections meant for farmers, baakagers, ITS and TM, respectively.
These are finally followed with corollary which the essence and implication of the

analyses in the five sections.

7.2.5.1. Conclusion of Farmers’ Analyses

The Total Farmers’ Score on Bank Operations (TFSBO)is performed for
statistically proving that computerised banking rapiens are significantly better than
manual banking operations. The Scoring and Mediasirsgquare hypothesis testing in
West Godavari district and Chittoor district hadigated that credit sanctioning and other
banking services from computerised bank branchessanificantly better than non-
computerised bank branches, thus, rejecting Nlodl hypothesis Hqq in favour of
Research hypothesi$o;). This statistically proves that improved bankiegvices can be
provided by computerising all the banking actigtieHowever, the same analysis in
Nizamabad district indicates that credit sanctignamd other banking services from
computerised bank branches are not significantlitebehan non-computerised bank
branches, thus, not rejecting tNell hypothesis Hquy, in this case. This analysis of not
rejecting theNull hypothesis Hqi) and the rating index analysis (chapter 4) showing
marginal difference between computerised bankingice and manual banking service,
for Nizamabad district indicates that the bankimgvie of computerised and manual
operations bank are almost similar. This can bebated to the fact that as on date of
survey, bank computerisation was in progress iraiabad district of Telengana region
of AP, and its benefits are not yet much experidrimethe farmer customers.

Thus, from the overall farmers’ analysis tRell hypothesis Hqy is rejected in
favour of Research hypothesis Hg). Thus, it is concluded by the farmers’ analysed th
the computerised banking operations are better temual banking operations. It is also

observed that the commercial bank services arerttétin cooperatives.

7.2.5.2. Conclusion of Managers’ Analyses

The Total Managers Score on Bank Operations (TMSBO)s performed for
statistically proving that computerised banking rapiens are significantly better than
manual banking operations. The Scoring and Medlarsquare hypothesis testing has

indicated that the computerised bank branches worknvironment in terms of efficiency

17C



and effectiveness are significantly better than-oomputerised bank branches, thus,
rejecting theNull hypothesis Hqy in favour of Research hypothesis Hg). This
statistically proves that better service can bevdetd by computerised banking operations
as compared to the manual banking operations.

Thus, it is concluded by the managers’ analyses ttie computerised banking
operations are better than manual banking opesatitinis also observed that the

commercial bank have better working environmenn tt@operatives.

7.2.5.3. Conclusion of Information Technology StafSystem Administrators’

Analyses

The Total Information Technology Staff/System Administrators Score on
Bank Operations (TITSSBO) is performed for statistically proving that compiged
banking operations are better than no-computeris@ailal banking operations. The
Scoring and Median chi-square hypothesis testirg ihdicated that the computerised
bank branches working environment in terms of afficy and effectiveness are
significantly better than non-computerised banknbhes, thus, rejecting thalull
hypothesis Hgs). This statistically proves that better service das delivered by
computerised banking operations as compared tantdrual banking operations. Thus, it
is concluded by the ITS analyses that the comma&edrbanking operations are better than

manual banking operations.

7.2.5.4. Conclusion of Top Management Analyses

The Total Top Management Score on Bank Operatidn$1SBO) is performed
for statistically proving that computerised bankopgerations are significantly better than
manual banking operations. The Scoring and Medlarsquare hypothesis testing has
indicated that the computerised bank branches worknvironment in terms of efficiency
and effectiveness are significantly better than-ocomputerised bank branches, thus,
rejecting theNull hypothesis Hqs in favour of Research hypothesis Hg). This
statistically proves that better service can bévdedd by computerised banking operations
as compared to the manual banking operations. Thissconcluded by the TM analyses

that the computerised banking operations are biider manual banking operations.
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7.2.6. Corollary

The below table summaries the scoring and mediasqrlare hypotheses testing
analyses performed on the responses of the farmmaesiagers, ITS and TM. It can be
observed in Table 7.7, that except in the case afarNabad district, where
computerisation is in the process, in all the ottees the calculated Chi-square value is
significantly higher than the chi-square table value % percent confidence level. It
needs to be mentioned that the sample size of ST are small but their analysis
forms a supplementary analysis to support the fesh@ad managers analysis. Based on
the overall analyses of median chi-square hypothtesting and as indicated in Table 7.7,
it can be inferred that the respective Null Hypst®e are rejected and Research

Hypotheses are accepted.

Table 7.7 : Table comparing the calculated Chi-squa  re obtained on the responses of
Farmers’, Managers, ITS and TM

Farmers’ Responses Managers ITS ™
West Godavari | Chittoor |Nizamabad |Responses | Responses | Responses
Calculated Chi-square 8.84 16.71 0.62 32.11 30.12 26.13
Greater or less than \Y \Y, A \Y \Y, \Y
gthgos&”ggifljaebr:gevlae'\‘/‘; 6.635 6.635 | 6.635 6.635 6.635 6.635

Source: Section 7.2.1.1.2, Section 7.2.1.2.2, Section 7.2.1.3.2, Section 7.2.2.2, Section 7.2.3.2 & Section 7.2.4.2 of
Chapter 7

Thus, the scoring and median chi-square hypothtestisg analysestatistically
proves that the computerised banking operation serviee sgnificantly better than
manual banking operations service. This analysis ainforces the earlier Percentage and

Rating index analyses findings.

7.3.  Conclusion for Quantitative Analyses : Chapte5, Chapter 6 & Chapter 7

The Quantitative analyses is performed in an attaimpmuantify the intangible
benefits of computerised banking services. Pergenéaalyses are performed in Chapter
5, Banking Service Perception- Attribute ratingerdanalyses in Chapter 6 and Scoring

and Median Chi-square Hypotheses Testing inGhiapter 7.

Responses from the farmers, managers, ITS and Tk weught on various
aspects of banking service keeping in mind theatives of the research. Their responses
were sought comparing the computerised banking atiper and manual banking

operations. It is observed in the Percentage antindRdndex Analyses performed
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complement each other to conclude that computerggeetations are far better than
manual operations. The responses of all the foisr agferespondents are also subjected to
the scoring and median chi-square hypotheses gestiatistical tool. It is observed that in
all cases the calculated chi-square value is sogmfly higher than the chi-square table
value at 90 percent confidence level, except irctse of Nizamabad district.

It must be noted that in the case of Nizamabadiclisthe rural computerised commercial
bank surveyed was in the process of computerisalibis is reflected in their analysis,
where the overall analysis on the banking transastiand rating analysis was slightly
favourable towards computerisation but the sconraglian chi-square hypothesis testing
clearly does not reject the Null Hypothesis. Thasthis case it could be concluded that
since computerisation is a recent phenomenon, ¢heflts are expected to be delivered
once it is well established over a period of time.

Thus, based on the overall scoring and mediangqui® hypotheses testing, it is
concluded that the respective Null Hypotheses ejected and the Research Hypotheses
are accepted. This statistically proves that bdbemking services can be offered by
computerised banking operations, which again comeigs the previous findings.

Thus, we observe that the overall Quantitative yaea performed in Chapter 5,
Chapter 6 and Chapter 7, converge and reinforce dbmputerised operations are far
better then manual operations. The credit sanctgpand other services are perceived by
the agriculturists to be far better in computerig@ohking operations branches and the
managers feel that the working environment in teohgfficiency and effectiveness is
enhanced in computerised banking operations. Téealyses overall address the research
objectives that ICT has very high potential in itiiging the deserving beneficiaries,
expediting the scrutiny of credit applications aadvancements and recovery of
agricultural credit by the bankers. ICT has veghhpotential to provide improved service
to the agriculturists. It not only helps the orgation in long run but also enables the bank
staff to reap the benefits by way of improving theperations and delivering improved
banking service to the rural populations.

To reinforce these analyses, the responses to plee-ended questions were
subjected to qualitative analysis, which have beeaslysed in the next Chapter 8. This is
performed to explore whether the non-quantifiabiieangible aspects are inline with the
Quantitative analyses and objectives of the rekeafbe potential and constraints of

implementing ICT in rural financial institutionseaalso studied in the next Chapter 8.
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CHAPTER 8

POTENTIALS, CONSTRAINTS OF COMPUTERISATION AND
IMPROVEMENT OF RURAL BANKING SERVICES

QUALITATIVE ANALYSES

8.1. Introduction

Banking being service industry, most of the beseditd drawbacks are intangible
and hence qualitative analyses are performed ternatderstand these intangible aspects.
The questionnaires discussed earlier also hacetetsten ended questions. The obtained

responses on these open ended questions are didénghis chapter.

In the previous three chapters quantification ofnynantangible benefits was
attempted by applying appropriate statistical tdolshe responses on various banking
activities. In this chapter qualitative analysestbé responses of the farmers, bank
managers, the information technology staff/systemiaistrators and top management on

various questions related to banking transactiodsagtivities has been undertaken.

This analysis provides for a holistic understagdend also to reinforce the
quantitative analyses. Further, many intangibleefiemmand constraints of computerised

banking operation, suggestions to improve bankangise etc. have been discussed.

8.2. Qualitative Analyses

The farmers’ responses are first discussed, fatbwy the responses of bank
managers, IT staff and top management. The respafsespective sample units were
consolidated and those points and issues identifigdnost of the respondents are

discussed in this chapter.

8.2.1. Farmers Responses

The responses of farmers were elicited using opeleeé questions on the
advantages and disadvantages of transacting withouga credit sources viz.
moneylenders, friends/relatives, landlords, comiaérbanks and cooperative banks.
Their feedback on the difficult banking procedurssggestions to improve banking
service etc. are also obtained and analysed aw bilvas observed that the farmers were

not able to provide adequate response on aspectscoofiputerisation, since
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computerisation has been a recent phenomenon andinectly interfacing with the

computers as much as the banking staff. Anotheorfas the illiteracy among the farmers.

8.2.1.1. Advantages and disadvantages of differefimancial sources

The consolidated advantages and disadvantage dif ti@sactions with different
financial sources as perceived by farmers are si&saliin this section. Table 8.1 discusses
the same with respect to Commercial bank. The ddgas and disadvantages with
respect to transactions with Cooperative bankatrelated in Table 8.2, followed by those

with respect to Moneylenders in Table 8.3.

Table 8.1: Advantages and disadvantages of creditainsaction with Commercial banks

Advantages Disadvantages

@ Overall, the interest rates are lower @ The commercial bank strictly works
@ The loan sanctioning process is fasterfamly during its working hours.
favourable. @ Bank managers are transferred almost
®@ The procedures to be followed to pewery 3 years. A new appointee takes t[me
agricultural credit sanctioned in commerdia be acquainted with the farmers, their
banks are relatively fewer and less tifreonditions etc. before sanctioning credit
consuming than in cooperatives. which leads to delayed credit. To prevent
NPAs, the bank manager verifies other
credentials of farmers apart from the
documents submitted and hesitate to give
loans especially during the first time.
@ Interest rates are not brought ddwn
during droughts as frequently Iy
commercial banks as done by the
cooperatives. And when they do so, they
take longer time to implement the same.

@ The farmers deposits are invested
somewhere else and the profits so eafned
are not always put back in that rural branch.

Source: Authors survey

Table 8.2: Advantages and disadvantages of creditainsaction with Cooperative banks

Advantages Disadvantages

@ The local people themselves govern|t® There is extreme delay in getting credit
cooperatives; hence, are well acquainted yfttom cooperatives. Secondly, the crgdit
the bank staff and vice-versa. This helpg $anctioned is upto the credit limit set which
building good relationships. Bank stafis felt inadequate. These factors necessj|tate
understands the farmers problem and wdskrrowing from the exploitative
with good faith, for the betterment of bdtimoneylenders. Benami loans are eating
the parties. away the system of cooperatives.
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Table 8.2:(contd)

Advantages Disadvantages

@ The process of setting the scale
finance i.e. credit limit for each farme
which is presently being set for a period @
years is tedious and time consumiphgives to District Central Cooperative Ba
However, once credit limit is set for a certafDCCB) at 8 percent, which then gives
category of farmers, credit can be sanctionPACS at 10 percent interest rate. The PA
by the cooperative upto that limit. This credihen adds its own margin and gives credi
limit stays valid for 3 years and the farmef the farmer at 12 percent - 13 percent inte
free to repeatedly withdraw and repay amgites. The farmers claim that this

number of times during the period of 3 yeanelatively high as against the commerg
within the credit limit, through the Kisgnbank, which gives credit at an averagsg

& In cooperatives, the finance con
rfrom NABARD which gives to APCOB 3
famost 6 percent interest rate, which in t

Credit Card Scheme. This easy withdra
and repayment is highly welcomed by

farmers. Earlier, the repaid amount was
available for use again in that particular y
®@ The credit limit set is an advantage si
they are not tempted to borrow more tf
their capacity to repay and the tendency
divert funds to other non-productive useg
reduced.

@ The working hours of cooperatives

better than commercial banks, since t
work from 9.00 am to sometimes as late
6.00 pm.

@ In most cases of drought, cooperat
reduce the interest rates, but commer
banks do it less frequently.

&l percent.

® The dividends on shares that
niarmers need to compulsorily subscribe
1e banks share capital amounting to aln
t® percent of the loan amount should
gaid to the shareholders. After paying b:
o DCCB, the profits that remain with t}
BACS should be used for the benefit of
PACS and its members. It is understd
hfeom the PACS secretary that the divide
@ayment is in process of implementation.
& The farmers have to hypotheticate t
assets to the bank while taking any Id
VEEem cooperative.
ciel The cooperative banks induce a lof
psychological pressure by regular noti
and visits even before the due date
repayment. These are charged on
farmers. All this, results in an incredib
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high cost of credit to the farmers.

Source: Authors survey

Table 8.3: Advantages and disadvantages

of creditansaction with Moneylenders

Advantages

Disadvantages

@ The village moneylender being one

Often repayment is coerced. Failure

%

the villagers is known to all the farmers gmépay can be taken to the village panchg

vice-versa and hence gives cre

dir court and on occasions assets cari

immediately. The moneylender in mahguctioned to recover dues. In most ca

cases on repeated requests by the dg
reconsiders and defers the date of repayi
for some more days.

plbbar farmers are forced to repay even if cr
nErik Many suicides are reported in the |

to
yat

be
5es,
bpS
Ast
ires

few years in AP because of such press
from moneylenders (in addition to pressu
from institutional agencies). If th
borrowers are unable to repay the amoun

res
e
t
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Table 8.3:(Contd)

Advantages

Disadvantages

@ The moneylender is the sole decis
maker, and so if he is convinced, he can
anything. Unlike, institutional agencig
where bank manager sanctions in accord
with the rules, regulations and only to

extent he is authorized. If repayment is
time, the moneylender may also reduce
interest rates, especially if it is a one-ti
settlement.

imorrowed, some moneylenders renew
deedit by merging the principal and interg
b&IS a principal for the next year, which is j
masstponing with increased burden.

he

in

the

me

the
bst
ISt

Source: Authors survey

8.2.1.2. Experience on credit sanctioning and suggf®ns to simplify it.

The experience on credit sanctioning and suggestmimply it, in case of Commercial

banks and cooperatives are tabulated in Table 8.4.

Table 8.4: Experience on credit sanctioning and sggstions to simplify it

Commercial banks

Cooperatives

®@ When the amount applied for is ab
the sanctioning authority of rural bran
bank manager, it has to go to hig
authority, especially in cases of long-te
credit. This takes longer time for sanctioni
An alternative to speed this process neeg
be evolved.

@ The ‘No dues certificate’ that is bei
still insisted are charged Rs.15 to Rs.20

the other banks, which is taxing. This sysfenumber of them has been received, sincg

should be totally eliminated, since t
Patadari Passbook have all the details.

@ Signatures of all the family membé
related to the asset are required ang
instances where the family has divided i
separate families it is quite not possible to
them often due to reasons of separat
While these are to avoid frauds, but
alternative method needs to be followed W
minimum procedures

® The rules, regulations and procedure
sanctioning should be reduced
simplified. Work should get faster and cre
be sanctioned at the earliest

-

qg

}V@ PACS secretary do not

have

huthority to sanction credit as ba
@nanagers in commercial banks. Hence, 9
Fauthority needs to be provided to him.
hge Credit sanctioning time is very hig
SsTioe processing and scrutiny of applicatid
for credit is not taken up as soon as a far
ngpplies for the credit. The processing
byplication starts only after substant

heame procedures need to be followed
sent to DCCB for approval. This is done
bnsinimise the work load of the bank, |
amoiding performing the process when e
hepplication comes in. However, this hindg
gbe farmers’ activities because of ng
availability of much needed timely finan
and creates anxiety due to uncertainty|
itredit being sanctioned or not. This for(
the farmers to borrow from moneylenders
sfogh  interest rates. The farmers
rdemanding simplified process
deanctioning.
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Source: Authors survey
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8.2.1.3. Suggestions for improved banking service

As PACS are managed by local people themselvesamfaged and run well can be
highly productive and perform better but unfortehatare not being managed so. The
amount of credit sanctioned is insufficient and enoredit should be provided to farmers
for agricultural production. To encourage adequmteowing, the interest rates on loans

should be brought down during good seasons.

They opine that if there is mutual give and takéwleen farmers and bank,
borrowing from institutional agencies is betterrthaorrowing between father and son.
However, also state that the political interfereaoel other influences are crippling the
institutional agencies, which should be vehementhgisted. Needy, hardworking,
responsible and productive farmers should be iledti encouraged and given credit

along with other support.

The Insurance scheme should be modified to givefiisrio a single farmer whose
crop failed and not only when crop in the wholetriis had failed. After struggle and
agitation by farmers, the unit for consideratiors een brought down from the district

level to the mandal level.

It would be easier if the transaction details, beéaamount etc. were in the local
language viz. Telugu, also. The accounts writterpassbook are not very clear which
leads on occasions to misunderstanding. As masteofarmers are illiterate the bank staff
should patiently deal with farmers and educate tham the various schemes and
procedures. They should be sensitised to the nefefdsmers and their aim should be the

development of farmers’.

The cooperatives which have been established whi¢gh grimary objective of
farmers’ welfare are neglecting them and insteadnaore worried about their own profit
and development. The farmers state that not matiyedbank staff empathise and respond
well to their clarifications and any informationaththey seek. Few farmers state that,
given some more time they would repay but the bemkarce and coerce the farmer to
repay so that the cooperative staff gets their paypus etc. Hence, the farmers request

that the bank staff show a little patience in gaawases for repayment.

Farmers complain that the government takes timgite Insurance. At first it
takes lot of time to declare a region drought défdcafter which a committee comprising

of Agriculture, Revenue and Insurance officersasstituted. It decides on the percentage
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of crop failure and the compensation to be paids Tha time consuming process, while
the farmer is in immediate need of finance to sndias and family’s livelihood. All of his

savings being invested on crops, its failure dudtors not under his control, makes him
vulnerable. This makes him an easy prey to theogtgpive moneylenders. This leads to

indebtness, which is not just economical probletnatsno a social problem.

The interest rates being lower in institutional rages, farmers prefer to take more
credit from them and avoid the exploitative monager. They opine that the institutional
credit is presently inadequate and should extente@sed credit, which is expected to

prevent indebtness.

In commercial banks managers insist for PatadasstB@k — which has land
particulars, no dues certificate from other bardes;umbrance certificate, legal opinion
(depending on loan amount) and title deed (legahiop also got for clear title and
marketability opinion). In case of non-repaymert ¢he commercial banks approach the
civil courts for legal permission to take actionh&veas, in cooperatives the staff insist on
Patadari passbook, 101 revenue accounts (hassdateilit whether there is cultivation or
no, the water source-whether it is river or borgéawatc.), No.2 Adanggal (History of land
transfer etc.), Hak book (Enjoyment Certificate). eind land has to be hypotheticated to
the bank by submitting the original land documeittscase of non-repayment etc. the
cooperatives approach the Government Cooperativeafiraent Magistrate for legal
permission to take action. This process shouldebeaed, as it is more a hindrance rather

than of any assistance.

The need to produce the ‘No dues certificate’ frother banks has to be done
away with. It is difficult for a common farmer t@end so much time going around to
different banks to get this certificate as it i gwen instantly. He is often asked to come
back later and also has to pay a fee to get it.'Nbedues certificate’ is felt unnecessary
as the ‘Patadari passbook’ has all the relevanbrimhtion. In cooperatives strict
monitoring of operations is needed, often, propecutnents and accounts are not
maintained, interest waiver and other schemes @ate properly communicated etc.
Sometimes the farmers feel harassed as their lawdintents are locked with the
cooperative bank officials. Due to these reasomades are more comfortable to transact

with commercial banks rather than cooperative banks
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Land documents are a must for getting financiaistesce from institutional
sources, however, financial assistance should tend&d to those who do not own land,
as in some micro-finance schemes in some areada8ynmore schemes like providing
loans for purchasing milch cows should be provideuth schemes should be taken up in

large magnitude to benefit maximum population.

They opine that computerisation aids in identifyinguds and hence should be
encouraged. Banks should explore all the possdslito reduce the interest rates which

would encourage borrowing as well as timely repaytme

There is no proper information on the dividendlod share capital contributed to
the cooperative. They opine that this dividend #thde shared among all its members and
the share capital interest should be given reguld@Ulring drought ‘drought crop loan
should be provided’. When the government annoudo&sght and waives interest rates, it
is not implemented quickly. There is time gap bemannouncement of waiver and its
implementation. If the bank staff can go around emitect small amounts daily then there
would be no heavy pressure to pay the total amouithe due date. This is very similar to

microfinance.

By harvest time all the credit is used up and heheefarmer is forced to borrow
from the moneylender. The possibility of creditrigpgiven at mutually agreed instalments
should be explored. This would ensure availabitfy funds at the time of harvest.
Avalilability of funds in bank will also strengthdts fundamentals. Banks in different
areas follow different procedures, while in someaar the bank insists on ‘No dues

Certificate’, and in other areas the banks dorsisinon it.

Banks should explore the possibility of marketimgduced goods or atleast enable
it. The banks should have different schemes ofdogherein more loan can be provided
on the request of the farmer. It should be appatgly arranged, with the extra component
at a higher interest rate but lower than the ratevlich the moneylender lends. The
private lenders just take 2-3 documents and sigestiand finance is provided
immediately. Whereas, in banks there are lengtloggaures and documentation but are

still inefficient and delay in sanctioning credit.

The farmer should not be made to go from pillapést, the verification and re-

verification creates delays, which should be misedi The lengthy process of filling
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forms should be reduced drastically and credit tamed in 10 days. Computers being

transparent and accurate can help speed the sangtjorocess.

8.2.2. Bankers Responses

The responses of bank managers’ was obtained onepded questions pertaining
to difficulties encountered while granting loans farmers, potential benefits of
computerisation to farmers and banks, and netwgrkihall rural branches/ZOs/HOs.
Their opinion on the constraints and suggestiorsotee them was sought. Further, their
opinion on Return on Investment of computerisat, the computerisation of other
agencies that can help speed up the sanction aodemry of credit to farmers was also

obtained.

8.2.2.1. Difficulties encountered while granting lans to the farmers

The difficulties encountered by the bank managehdengranting loans to the
farmers has been analysed. In cooperatives, theHat the process of sanctioning loan
is lengthy. The procedures requiring the fillingvairious forms should be simplified. All
the documents and certificates have to be chedkeslfarmers assets must be pledged to
the bank. The scale of finance for each farmertbalse calculated and finally all the
applications must be sent to DCCB for approval. BBaand farmers have to wait for the
sanction to come from DCCB office. This processinge taking, and there is constant
nagging by needy and the farmers get restlessslileen observed that even for renewal
of loans all documents have to be submitted, t#asl$ to repetition of work. A simplified
procedure with a letter of undertaking, valid foyears would be a better alternative. The
authority for sanctioning is distributed. The boafdmanagement, secretary, supervisor,
manager, agricultural development officer, all neted cooperate for loan sanction.
Whereas in commercial bank the field officer anshkbaanager have the authority to
sanction and hence sanctioning is faster. Afteresofrthe cooperative scams like Krushi
Bank, people doubt the operations of the cooperatihere is political pressure in

sanctioning the credit and hence the right berafiailoes not receive the loan.

Managers’ highlighted that the farmers have no Kedge about the scale of
finance, they lack proper planning and managemgfihance. Many a times the farmers
are reluctant to pay for the insurance, howevergrwliheir crop fails they come
immediately for reimbursement. They start demandsaging that they had paid the

insurance premium, but they do not give attentthe point that insurance cover is only
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when the whole Mandal is affected. The farmersiliterate, and hence there is need to
explain and re-explain to them. They have to da#i e farmers with lots of patience.
The managers reason that repayment is not uptménk due to drought. Due to delay in
sanctioning credit there is unrest among the fasmeho regularly visit the bank
anticipating sanction of the loan. The process khde speeded up and authority to

sanction upto Rs.5000 — 8000 should be given t&€ secretary.

The managers complain that any rebate and schemastiknown at right time,
otherwise collection can be increased. The PAC&#tates (the manager of PACS) state
that there is need for refresher training every tmars to get them updated on best
practices in accounting. This would ensure thathelPACS follow the best practices and
similar procedures. The farmers are often in nelethare credit. They suggest that all
PACS take up the business of fertilisers and pedsti¢c as there are many farmers who
need to travel long distance to get these. Thedemre unaware about the uses of the
credit, whether it should be used for productioriasrconsumption. They use the money
in a very unplanned manner, hence proper awareoesshrift and planning of

expenditures needs to be provided.

8.2.2.2. Potential benefits of computerisation tod&mers

Bank mangers state that accurate Interest calonladi possible in computerised
operation. In manual system, there are good chamicegking mistakes. Computerised
systems are accurate for all routine transactiorondy entries cannot escape noticed in
most cases and one example cited is if the cafsbexts Rs.200.80 as Rs.200 in the
computer, later during the voucher feeding by amo#taff, when the correct entries are
made i.e.Rs.200.80, the computer immediately prertigg error in entry, which leads to
re-check. Thus, the prompting facility helps in wyamays to avoid unacceptable or
erroneous entries. The bankers feel that it isse&sioperate, enter the values etc. and are
also able to provide better service due to commagon. Any clarifications sought by
farmers can be provided with more confidence, saiyothe farmer when in doubt is
shown what are displayed on the terminal. In thesmner the farmer is also convinced.
Presently, in computerised operations almost 344k hafficials have to authorize each
transaction, yet it is faster and done with morefidence. They envisage that very soon

single window system would be introduced in runaas too, where any transaction can
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be made at a single place. And this can be madghp@only through computerisation as

can be seen in urban branches of banks and otlkatgbanks.

If connected to Internet, bank people can help fdmeners to get fertilizer,
pesticides at best prices and also help in idengfyhe best market to sell their produce.
There are farmers who have 2-3 loans (short teomg term etc.) hence, it would be
possible to give a small printed slip of transactto them. The farmers also will feel

confident about the transaction.

Timely and easy finance could be provided to fasr@nce banks can have the
history and up-to-date computerised informationuabthe transactions of the farmer.
Computers can be used to help in scheduling repatyaral better cash management. The
managers opine that the actual benefits could beiad and the banking operations would
improve only after 4 — 5 years and state that dheeolder staff retires and younger staff

replace them with better learning capacity and syp®mto computers.

The benefits of computerisation are quick loanimgcpss, genuine loaning and
ability to know the financial position of the bower immediately. All the details of the
farmer can be provided on one screen and showhetdarmer who is in doubt, by just
keying in the General Ledger number. The demange®tent to farmers would be clear
and understandable if printed in local languaged Ams could be referred without the
help of the bank staff. The passbook entries wbeldery clear. There is need to provide
cheaper ATMs to enable the farmers to perform aeyehanytime banking within the
limits provided to each farmer. Farmers feel coetlidand satisfied due to computer, as

they feel that the transactions are accurate diadbie

8.2.2.3. Potentials benefit of computerisation to &kers

The biggest burden of balancing end-of-day accoucaculation of returns,
interest rates etc. is now accomplished almostaintlgt, without the tedious manual
calculations and ledger postings/bookkeeping. Aeothmassle, of moving Ledgers and
books around the bank is no more required. Baseauthmorization in computers, details
of an account can be accessed at any terminaleirbéimk after proper authorisation.
Correct data is available immediately to fill-in eturns and satisfy all requirements thus,
reducing the burden on employees. There is no déancome-leakage due to wrong

calculation.
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Each year from mid March to mid April the banks Wwagets hectic with
preparation of charts and documents on its perfoc@awhich have to be submitted to
their Head Offices. The manual operations can newldne away as computerisation aids
in these operations. The drudgery is now almostirated, the administrative workload
being reduced, the bank staff can concentrate terodevelopmental and recovery
activities. Due to computerisation, the bank caatsgically diversify into related areas,
for example, SBI diversified into Insurance sectmd the surplus staffs due to

computerisation were appropriately posted in tiseilance Unit.

The secretaries of computerised PACS state thay mecounts are required to be
maintained by PACS in different books like; 1) Rpet®f payments 2) Cash/Day book 3)
General Ledger 4) Loan Ledger 5) Liability regis&@rVillage wise demand, and in the
cases of over-due customers 7) Arbitration regi8)eExecution Petition, other general
registers like 9) Registration fee 10) Court fee Photo fee etc. In computerised
operation, most of these registers can be updatdideoas and when transaction is
completed. Secondly, all related data is also wajatvhich is impossible in manual
operations, where for each transaction, the resged¢dger need to be opened and
manually entered; followed by opening other relatedgers/registers and updating.
Chances of making errors are more in manual opastwhich are completely avoided,

in computerised operations. Daily transactionsatége up-to-date.

In manual system, any information from Governmenfrom bank head office
takes a minimum period of 1 month. Secondly, fgieen clarification, different versions
are obtained from different departments, which leadonfusion of the manager. Some
orders are such that even if information is obt@ifrem one agency, say government,
implementation by the bank manager can be donewhén he receives orders form his
concerned department. But, by computerisation ataiarking of all concerned agencies,
such communication delays and gaps can be red@mdputerisation and networking
does incur investment but is timesaving. The datalifautilized appropriately is useful for

any research, investigation and development oflegsi

Some managers suggest that the PACS should maonéinRs.500 balance and
should remit the remaining to DCCB, to avoid misuske the extra money. By
computerisation and networking, the DCCB staff gah to know how much balance is

available and thus there is a check on any framtlulge of the extra money.
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Quick work and good service will earn goodwill fradiarmers. This will lead to
increased business. Updated accounts and vewicatin be easily done. If care is taken
while entering the data the first time, errors mm@imised and frauds can be reduced, if
not eliminated. Details of PACS transactions carsdéxen at the DCCB and APCOB level
and vice-versa. Repayment schedule, dues and delisama@n be easily created which
would better help the bank mangers to plan foryemant activities. Lots of time spent on
interest calculation and posting of records islgagine by the computer and thus, there is
less wastage of manhours. In future, the ledgedso#imer books may not be required. The

cost of transactions is reduced and there is betd@magement.

If case of an error, the higher officer can’t rcit by himself. It has to be sent
back to lower officer and compensating entry neetbd given and then verified by the
higher authority, for security reasons. Howevemanual system the higher officer can
just counter sign besides the incorrect entry andalgead with the transactions. Half
yearly interest for agricultural loans and montlhyerest for personal loans (house,
educational loan) is automatically calculated. Tag to day work gets over on that day
itself. Quick information resource and good accountprinciples. The instalments
schedule is calculated and can be given to theeiaon the spot. Querying is easy and
information can be easily retrieved. There is lessd to regularly cross-check the entries,

however, care should be taken when entering datéirgt time.
8.2.2.4. Constraints of Computerisation

8.2.2.4.1. Problems in computerisation

Bankers receive approximately a month’s trainingthe use of computerised
systems, which is considered grossly inadequateettain situations the computer gives
some prompt and the bank staff do not know whyag bome and don’t know how to

proceed. Sometimes the machines get very slowrsnceisons are unknown.

To be on the safer side, some computerised banuegations are performed
manually and manual/hardcopy backups are takenereqred and older staffs say that
they have been using the traditional manual systemamost 30-40 years; from the time,
they joined and hence, are finding it difficultdet adjusted to the new system and adapt
to the computerised operations. There is lack dfatives and interest in using the

computerised system.
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Mangers state that the computer staffs do not kim@arequirements of bank staff
for banking operations and bank staffs on the ohi@rd, do not know how to use the
computers. Even higher ups at the AGM level etso @o not have an understanding in
the use the computers and the software. They cdorpeonly those operations taught

during training, with lot of doubts and frequentigil the technical staff.

Power supply is a major problem in rural areas. KBaare presently using
generators, thus increasing the cost of transactiblence, effort should be made by
Government to provide adequate power supply atthaihg banking hours. Alternatively

approximately Rs.4,000 per month would be needepénd on a generator.

The major problem in the case of cooperativesn#did funds for computerisation.
PACS earn very little through credit operationse TPACS secretary is not aware of the
equipment needed for computerized operations, asctomputer, printer, UPS etc. and
their prices. It is good to note that APCOB is takinitiative and negotiating the cost for
computerisation of few PACS on pilot basis with @@ty organisations like Cooptions

Technologies etc.

Currently, all the staff work manually and lack kedge of computers. The
managers opine that the bank staff would slowlyret use the systems and the
efficiency improvements would be gradual. Duringnpuiterising the feeding-in data of

past and existing transactions is difficult andetioonsuming.

8.2.2.4.2. Problems after computerisation

In cooperatives, a 5-year contract is given to Badty agency viz. Cooptions
Technologies; where in, the executives of Cooptibeshnologies attend to any problem.
The bank staffs are also imparted necessary tgaibjnthem. However, as technology
advances, customers’ expectation increase andxihieyef the 5 years of contract is all
worrying the bank staff. Workload has increasedbath computerised and manual
operations have to be done. However, in generakibg in computerised environment is
much easier than in manual operations. The manatgesthat there are many fields to be
filled for transactions and unless all the fields g@roperly filled the system will not
register information. Some of the staff are afdidt something may go wrong or some
files may get corrupted if they do something they ot sure about, hence don’t want to

take risk and initiative. Thus, the staff has radein to computerisation quickly.
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8.2.2.5. Measures suggested

The managers suggest that one skilled computenitdah having both hardware
and software knowledge covering few villages shdutédemployed by the bank. More
training and education should be provided to theklstaff to use computerised systems.
Over a period of one year, every 3 months discassstould be held by IT staff with the
rural bank staff, to clarify doubts. Staff with cpater experience should be posted in rural

areas.

In cooperatives, the managers feel that APCOB shgute cheap finance to
implement computerisation. APCOB should make it polsory for PACS to use
computers and the 3 tiers viz; APCOB, DCCB andPalCS should be networked. These

should also be linked up to the Sub-Registrar efficollectorate and related offices.

The PACS Secretaries feel that the cost and maintenof computers should be
borne by the government for 2 years and more trgihas to be provided. Business has to

be increased by introducing good schemes to accaatadigh cost of computerisation.

8.2.2.6. Computerisation of other agencies, whichano speed up the sanction and
recovery of credit to farmers

Mandal Parishad Development Office, Mandal Reve@iiice, Registrar, Sub-
registrar office, District Central Cooperative Banloint Director of Agriculture and
Agricultural extension office for agricultural abdnking operations. Links with electrical,
water, telephones department etc. should be madeassystem like e-seva can also be
implemented. APCOB to DCCB to PACS should be nétedrfor quick and hassle free

sanctioning of loans to the farmers.

8.2.2.7. Return on investment of computerisation ahnetworking of rural branches

The computers can do more work and the existingl@eps have become
underemployed due to computerisation. Employeeshcanbe used to take care of other
activities like business development, collectioo. @thich increases the performance of
the bank. Ease of working with computers, accuracg transparency are the various
benefits, because of which the business hours okdaan also be extended. This also

helps in providing better and faster service.

Until stabilization of the new systems, the tramissccost will be higher, but are

expected to reduce over a period of time. Therkb&ilmore transactions, bank business is
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expected to increase and customer patronage woydove, thus reducing the overall

cost of transactions.

A very important aspect that is highlighted by mos$tthe respondents is that
within 3 years, the book value of computerisatienreduced to zero, by way of
depreciation at the rate of 33 percent per yearoig#ly, computers can provide service of
almost 10 to 15 people with equal efficiency angéaiveness for 10 or more years, if
maintained well. Thus, the investment on compuitios and establishment cost is

reduced steadily.

There would be improved customer service and satisin, thus increasing the
loyalty and business. If the PACS are connecteD@&B and APCOB there is no need
for the officials to come down all the way to PA@S verify and audit. Preliminary

verification/audit can be easily done from theimoeffices, which saves time and money.

By computerisation the surplus staff can be utilif® activities that require more
involvement of humans like business developmergracting and counselling the farmers
etc. In situations where there is more office warbgnputerisation comes to the rescue of
the staff. Customers feel happy when transactiaes expedited. 24hrs service and

extended banking hours can be provided.

The staff overheads and stationery overheads &aBvedy reduced. Profitability
increases since overheads in terms of salarieksb@aper work are reduced. Few state
that there is less psychological strain, thus aratisns can be performed with lesser strain
improving productivity. Computerisation is initiglivery costly but in the long run it is
very cost effective. Public confidence increasasesitransactions are transparent and neat
as compared to manual systems where many entries ve¢ legible with ink cut marks
and crosses. 30 days work can be completed in 3@tes, thus reducing the manual
labour. They opine that they should be enabledtwvige e-seva services, school results,

training, village voters list and other services.

8.2.2.8. Requirement of skilled staff and trainingequirement of existing staff

Bankers strongly feel that the training given talataff is inadequate and there is
need for more training to use the computerised ingn&perations. The older staff has
more banking knowledge but less computer knowlemiy the new generation staff has
more computer knowledge and less banking knowleddris, exchange should be

enabled between them so that there is good tran$fenowledge. Equilibrium point is
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expected to be achieved in 5-6 years where eaclyrage equips themselves with what

each lacked.

In the case of cooperatives, Co-options Technatogievide training for 3 months
and after that they come once in a week. If the 8/8&cretary is on credit collection then
the training is missed. They feel, one year trgron all aspects of computers is required
for learning the system since the PACS secretdréa® to look after other work and
business activities along with learning to use twnputers. Thus, authorised and

dedicated trainers should be sent to all ruralsaseahat they can train all the staff.

8.2.2.9. Suggestions of bank managers to improvestifiow of agricultural credit

Quick sanctioning and disposal of agricultural d@resl needed and procedures
need to be more simplified. Insurance premium t@éie by farmers should be reduced.
Few managers state that interest rates waiver dlmeubbolished and instead interest rate
should be reduced to 3.4 percent (presently raraye 10 —12 percent), this would result
in more agricultural development, less wilful ddfats and no waiver/rebate from

government would be anticipated.

There is a suggestion that farmers who pay reguéartl in time should be given
incentives like 2 percent reward or rebate on tmeunt to be paid. The credit lending
should be associated with the potential/capacitthefborrowers rather than only on the
land holding. Need based finance to agricultussisuld be provided. Professionally well
gualified people (BSc Agriculture and those witlpesure to banking technology) need to
be brought into the banking system with more riggaink manager should be provided
with proper finance and discretionary powers toctan loans to needy farmers, with

accountability. Simple documentation is the neethefhour.

More subsidies need to be provided and all servieed to be provided at the
doorstep of the farmers to improve the banking nmes. Offering such services and
computerisation are time-saving and an asset tob#mek. Computers can also be
appropriately used to provide education and enten@nt. Profitable technology should
be provided and enabled to be used by the farnfesmreness among agriculturists
regarding various facilities for agricultural crednd the importance of repayment need to
be increased so as to improve the flow of credd arculcate the habit of prompt

repayment. This is possible by regular meetingh®bank staff with the farmers.
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Once a PACS secretary is convicted for misappropnathey should be
immediately removed from service and debarred ifer ffom contesting the elections.
Elections should be conducted at regular interaats on time, which would help in good
management of the cooperatives. They opine thavead misappropriations, good salary
should be given and regular transfers to PACS t&oes. The amount of credit should be
increased since the prices of the commodities apdraliture levels have increased. Also
other loans like TV loans, scooter loans and otlsrsuld be given rather than only

agricultural loans.
8.2.3. Information Technology Staff/System Adminigtators responses
8.2.3.1. Opinion on computerisation of rural finaneal institutions

8.2.3.1.1. Reasons for computerisation of rural f@ncial institutions

Information Technology Staff/System Administratqi$S) agree that the rural
financial institutions should be computerised asauld facilitate better service and offer
convenience to the rural population. This wouldoajdace them in a strategic and
profitable position and arrest new generation bawkestablish their branches in rural
areas and eat into their share of business. Thisdwadso facilitate to implement the latest
‘Core Banking Solutions’ in rural branches wheréfmywhere’, ‘Anytime’ banking
service can be provided to its customers. This dvaigdo help to be in line with the Chief
Vigilance Commission guidelines on business to betuwred through computerised
operations. There would be inherent efficiency acaaunting and end-of-day balancing
system due to computerisation, eliminating the tioomsuming drudgery of manually
performing them, thus improving the internal howssgkng. Multilevel updating is very
easy and automatic, eliminating almost 4-5 differentries that need to be manually
entered in different records for a single transecin manual system. There would be

more time for business development and better mestgervice can be provided.

According to RBI guidelines, there is need to apptgrest rates almost monthly
and computerisation helps perform this tediousvagtautomatically and meticulously.
More time can be devoted for field visits on a amnbus basis. This would help to
concentrate more on business instead of routinetaet which can be automated. This is
expected to increase deposits, improve the quafitiending and help in reducing the

Non-performing assets (NPAs). The workload redwss due to automation the system
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takes care of the rules and performs accordindhéobibok of instructions of the bank.
Entries are at single screen, which provides thelevhicture of the customer at a glance
viz. drawing power, limit, outstanding, renewal eabf fixed deposits etc. on an updated

manner, which helps the bankers to take quickesuers.

Appropriate reduction and redeployment of manpowiéirlead to more profitable
business activity. Machine could be depended umonnfore consistent performance,
especially for routine jobs. Not all people workthe same level of efficiency and speed
though adequate training is given, but computadsgberforms activities systematically
and accurately with no deviation unless the bankioigware is incorrectly programmed.
The hardware prices are down and investment omtgotyy is relatively very less with
respect to business being carried out and henceuwensation should be taken up in a
big way. Data can be used for good and prompt Mi®gses for effective control. Data
mining techniques can be appropriately used taekinformation for strategic planning.
Financial statements can be generated wheneveiredcand the status of the branch in
terms of viability, potentiality and profitabilitgan be judged on a real time basis. Report

generation is quite easy.

Most of the rural population is illiterate and likey other customer they also wish
to complete their transaction at the earliest withany hassles. Computers give that
reliability and confidence to them. The most impattoutcome of computerisation is the
uniformity and commonality in accounting and otpeocedures. Computerisation would
arrest income leakages and keep a check on migafgtion due to increased
transparency, though necessary security needs ittbbi#t in the system. There would be
faster information inflows and outflows resulting quicker, timely credit and banking
services. The eligibility, scale of finance etcndee judged and calculated instantaneously
by giving relevant basic inputs to give an ide#ghi® customer. The rural banks should also

be connected to the ATMs and Internet.

8.2.3.1.2. Reasons against computerisation of rurihancial institutions

Computerisation is justified when there are veghttransactions, whereas in rural
areas the transactions are more periodic due teosality of agricultural activities. If
there are 2 crops then there will be transactionset a year other wise only once and
there seems no real necessity to have online dataal areas. The major drawbacks are

the lack of knowledge to use the computers, irgpower supply, and inadequate
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infrastructure. It is not economically feasibleinwest so much on technology and try to
cover the rural areas in the present scenariegliires lots of involvement and dedication

to provide technology enabled services on a long teasis.

8.2.3.2. Major constraints/problems encountered wite building and implementing
IT infrastructure in rural financial institutions/b ranches

The major constraints identified by most of the IfEéSpondents are inadequate
training to personnel to use the systems and thgh hinvestment involved for
implementing IT infrastructure in RFIs. Presentlige training to use the systems is
provided by visiting faculty and in some cases & flys training is given at training
institutes which is perceived to be inadequaterdlielack of awareness about the use of
computers and its benefits. Few suggest that ypeogle should be recruited as they can
learn the computerised operations faster and aree naquainted with computer

knowledge.

Lack of constant power supply is also identifiedaaajor constraint, especially
during summer when there are more power cuts. Hewewost of financial institutions
are now being provided with UPS and generatorss@alty the commercial banks. Few
respondents opine that since they are not big besn@ven if there is power cut they can
cope up till the power is back, but power cut staiilbe for a long time. There is a
general lack of telephone and communication faedit The locations being remote
transportation of the PCs takes time, so alsottending to any repairs. It was pointed out
that while computerisation is good, it becomes \d@ifficult to implement it at far away
locations and hilly regions like North Eastern etatSoftware is time-tested and hence
problems with it are least, however hardware pmoleould be expected due to rural

conditions These can be rectified, however wittagelue to logistics issues.

People are resisting change, and few PACs aredh state of affairs that they
can't afford to computerise. The resistance caratébuted to many reasons. Among
others, the PACS secretaries are not able to sed¢h®ocalculations are done. Whereas, in
manual they know which number/entry goes where laoa the final result comes. In
computers since everything is done automatically thre unable to digest it well, since
they now need to visualize the calculations andepicthe output as it comes. In a way
they feel a lack of control in computerised openrati whereas, in manual operations they
have a feeling that everything is under their cadrand fiddle with the numbers/entries at

their will. It is however observed that this fledity in manual system is sometimes put to
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wrong use, wherein the accounts are worked-outdaherse way and window dressing is
done. In computerised operations control is onlytleninput of data and not sure about
what the consolidated output would be until the patar provides this information at the
end of the transactions. The entries cannot be pukaied easily. These are few reasons,
among others that act as a mind block for the usdgeomputers. Generation gap is
another reason leading to lack of commitment to ke of computer by the older

generation.

In the present communication channel when bankaexirto their higher offices,
there is lot of disturbance, so the staff have toulhile sending the data. Sometimes the
disturbance is so high that it is doubted whetheeaches the destination. There has not
been any fresh recruitment and Voluntary Retirengécttemes (VRS) has resulted in
reduction of staff hence employees are against atenipation. There is lack common
practices across the PACS, however, it was leaatit €ooptions Technologies — the IT
implementing agency in PACS of AP has impressednupBCOB and DCCB, that
common practices must be followed in all PACS. Dmidack of maintenance of up-to-
date books of accounts and irregular posting afienin PACS, computerisation process
is hampered. The process of updating the databdibe the past data is very time

consuming and tedious.

8.2.3.3. Computerised enabled products that couldeboffered to agricultural farmers
to profit from computerised operations

‘Anywhere’ ‘Anytime’ banking could be provided byowgnecting all the rural
branches to their Head offices. Internet/Telephbaaking and ATM access could be
provided to Kisan Credit Card (KCC) holders. Addqmoducts like electronic passbook
and demand draft printers can be provided too. (rsemdly and graphic touch screen
equipment would empower the farmers to transadhem own. In future, rural financial
institutions could operate as an information kioskere e-pay services as provided in e-
seva centers are enabled. Thus, electricity, wikaphone, tax bills can be paid and also
birth certificates, land certificates etc. can tamed. Child welfare programs like the
UNICEF project ‘Sishu Samrakshak’ by Cooptions t@nexplored to be appropriately
provided by the banks.
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8.2.3.4. Opinion on establishing Rural Credit Infomation Bureau (RCIB)

RCIB is expected to have updated information antheoted to all rural branches,
it would help access authentic information needed etter decision making by the

managers and help improve agricultural credit ftoiarmers.

All the respondents are affirmative on the nee@gtablish RCIB, however, are
little apprehensive about its feasibility due te #ffort involved. RCIB can ensure online,
relevant data availability and thus enable quickvdey of credit. A good Management
Information System (MIS) can be made feasible. Sacdystem prevents financing the

defaulters and double financing thus reducing tmesk and NPAs.

RCIB can also enable agricultural extension sesvideformation, advices and
suggestions on cultivation activities can be predidf data storage and secured access is
centralized then decision making is easy, effectimformation can be easily sought
through this centralised MIS, region wise, areaewgender wise, wet land, dry land and
on all other classifications. Latest agriculturadacredit schemes, re-scheduling of the
repayments etc. can be made known to the managdhe irural areas without loss of
time. It will enable to collate information and ethbanking habits about the rural
population to develop new products/services regige. Data being secured and updated,
would definitely help in better and speedier dexisimaking process. Credit limit
generation can be programmed and generated veryTias sanctioning of the credit,
which takes almost a month in manual systems camexpected to be completed in

approximately 3-4 days. Once sanctioned, the laanbe immediately distributed.

8.2.3.5. Potential benefits of computerisation ofanks and later networking them to
RCIB

8.2.3.5.1. Benefits to farmers

Convenience banking and good service can be offerdatie farmer customers.
Better and quicker decision would be enabled irsingpthe speed of transactions,
reducing the credit sanctioning time thus requirowystomers to spend lesser time at
banks. Efficient and effective credit delivery aer patabase can be made possible.
Greater avenues, options and services offered fisrelt RFIs can be made available at
all RFIs, among which the best can be opted byrtingl population. Printed passbooks

would have very clear and discernable entries. fahmers’ express confidence that the
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interest rate calculations are accurate. The medeped repayment schedule especially

for long term loans can be provided.

To improve productivity, the banker can counsel themer by studying his
database. The farmer can also be provided moré cdepending on the need and history
of transactions. Timely credit is the most impottaspect that all farmers desire. This is
what they are more interested in rather than whetthee bank is computerised or not.
However, as computerising banking operations hielgpeeding up the credit sanctioning
process and enables improved services, they weltomgricultural extension services
can also be provided. New orders, schemes, repdyrdeferment etc. can be
communicated without delay and brought into immediaffect thus benefiting the

farmers.

8.2.3.5.2. Benefits to banks

The immediate benefits of computerisation to baakes effective and updated
housekeeping, accurate accounts and reduced cagieshtions over a period of time.
Defaulters and double financing can be reduced; Mf@As can be checked. There would
be improved and efficient delivery of service, thogproving the image of bank and
saving time which can be effectively devoted toibess development and recovery
purposes. Banks are commercial organizations avel taebe more efficient, as they don’t
receive any charity from any source. They can’ekgavagant and have to be innovative
to reduce costs. They need to generate their osourees and computerisation though
involves higher initial investment is expected &her profitable income over a period of
time by better operations and services. Bankergeanelevant information at the click of

the button, due to good network and MIS.

Human Resource Management would need more attestime excess staff needs
to be effectively utilised for development, recoveand innovative activities for the
betterment of the organization. The improvementcustomer service as well as the
cumulative returns from diversified activities bgneputerised operations is expected to
increase the profitability of the bank. In compiged banking operations, it is possible to
consolidate the accounts at regular intervalsroétiwhich helps the top management to
get real time holistic picture of their respectivank business. By taking appropriate
security measures the income leakages and misapyiops can be reduced to barest

minimum, if not eliminated.
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The demand as on date, the rebate, the penalshterd other relevant information
can be printed for clear communication to the fasnenmediate service can be provided
to farmers by digital transfers viz. in case of pexatives, these transfers could be from
PACS to DCCB to APCOB and back as per requireméise work can be performed
with less manpower. Flow of information upwarddaster and the feedback can also be
received faster, thus enabling timely decision mgkiThe confidence level of rural
customers on banking system is improved, due teased transparency in computerised
banking operations. Relevant and sharable datawnefs can be provided to fertilizer,
seed companies at a cost so that it can be usst@gtally to make available needed
products at right time. Some farmers take shomtéong term and other personal loans
and so to know his updated position many books nedxt referred in manual systems,
whereas, the updated total customer profile caohbib@ined in one screen in computerised
banking systems. The audit process in manual sgstexad more than a week and each
rural branch has to be visited, however with corapséd auditing many tedious steps and

visits are drastically reduced thus speeding u@titit process.

8.2.3.6. Opinion on return on investment of computésation and networking of rural
branches

The return on investment on computerisation oflrbranches is in many forms.
There are good chances to attract more number sibmers by delivering timely and
efficient computerised banking services. They waaikb be having an edge over other
non-computerised branches. This saves a lot of &intkenhances convenience banking.
Various intangible benefits are accrued. All thealuranches are computerised and
networked, improved rural banking service are miesi social obligation and statutory
obligation can be met, reduced time and effort mernal housekeeping the savings of
which can be used for concentrating on businessldpment, loans, deposits, meeting the

customers etc.

If connected to internet, more agricultural infotina can be obtained, different
markets can be accessed and this will increastatheers business. In commercial banks,
the investment and efforts of computerising andvogting all rural branches is estimated
to be less when compared to, their present businessver and the potential additional
increase in revenue due to computerisation. At méevel there will be growth in net

profit in branch and lesser incidences of NPAs.
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The computers and other related equipments geediped in 3 years and their
book value becomes zero, however they can beadilier another 8-10 years, without
much modifications and investment, before theyogtiated. The salary overheads can be
reduced, since computers can perform the job of etrployees consistently for long
periods without any problems. Computerised opematican take up the workload with
consistence performance. In the present situatiamy of the employees are in the middle
to end of their career whose children are studyingrban areas and hence would like to
shift to urban areas. By virtue of seniority thet zansferred to urban areas. On the other
hand it is understood that there has been no tewut since 1986, hence there will be
good amount of gap in the availability of staffriural areas in the near future. However,
the non-performing staff is a burden and has tadeatified and removed. Equivalent
number of staff need not be recruited, howeverr@ppate number of skilled staff should
be recruited. The skilled staff will be comfortabdéth the use of computers and also

perform multi-tasks with ease and dexterity.

Few of the respondents opine that initially it isficult to break-even after
computerisation, however in the long run it is eotpd to be profitable. It will enable
diversifying into other related activities which wd also increase the revenue flow,
reduce costs and NPAs. HRD will need more attertbdmelp organisational effectiveness
and growth. There would be uniformity of accountansparency, timely availability of
credit, knowledge and more empowered farmers. Ctoanigation helps improved flow of
information and credit to the needy. Computerisaeems like a transformation process
especially in cooperatives, where the employeesageenst computerisation, since they
feel that they are losing their control and hen@kenunnecessary allegations to prevent
computerisation. Cooperative is the stepping simelg board for politicians.
Computerisation hence has to be forced upon, baedihis is a top down push it makes
the PACS level staff feel insecure. The PACS aesgmtly in extreme anarchy, and when
attempts to streamline them for computerisation ragzle the staff dislike it and get

defensive.

The ITS respondents state that computerisationnataorking of rural banks is
the need of the hour and is definitely a good itmesit, which is the need of the hour.
Returns more than expected would be forthcominge dhe computerised activities are
stabilized and start functioning in full swing. Thieturns being intangible can’'t be

assessed and quantified easily and immediatebods require some gestation period to
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exhibit its contributions. Benami loans can be wsil by checks and balances, thus
achieve high transparency in banking operations. téhgible benefits can be obtained by
providing value added services like e-seva cenkatditional services to collect insurance
premium, electricity bills, land tax/property taxce should be provided by taking

reasonable fee. Good maintenance of records hesitavp effect in improving business.

As of now, the banking sector is in the ‘take-cffage and looking forward for
returns. In most commercial banks, Wide Area NekwtYAN) is in place and ATMs are
also being established in semi-urban areas, thencd@tion procedures are being fine
tuned and are expected to yield good returns iry&ars from now. The trend however, is
definitely moving in positive direction. Computexi®n has helped to extend the banking
hours by almost 2 hrs especially in urban areasafure more business, which was not
possible during manual operations. In banking 3nnaaitivities are involved 1) Monthly
balancing of ledger 2) sending of reports to higbifices and 3) Application of monthly
interest. These activities can be done by compuherst accurately, consistently quickly
and on real time basis. In Sate Bank of India (SB& DOS based Bank Master is going
to be upgraded to windows based operations usinacl©rsoftware. Computerised
branches pave way for technological upgradationsffer technology enabled improved

banking services. Computerisation is a must fokbaa survive and prosper.

8.2.4 Top Management’'s Responses
8.2.4.1. Opinion on computerisation of Rural Finan@l Institutions

8.2.4.1.1. Reasons for computerisation of RFIs

All rural financial institutions put together haadarge number of accounts, many
of them are small accounts, which need constadbowolup. The rural branches are
widespread and are both costly and inefficient emage them, manually. The rural areas
are short of staff and burdened with clerical warkich prevents the bank officials to
attend to business development activities. The coemp in bank could also be
appropriately used for imparting computer literacyural areas. Therefore, it is of prime
importance that rural branches should be competri$he end-of-day balancing and
closing of accounts, interest applications etc ar®mmated, fast and accurate, improved
marketing and prompt banking service can be pravidée drudgery of bookkeeping by

the managers is drastically reduced. In some bemntife shortage of staff is overcome by
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reduced manual work due to computerisation. Itasariransparent and more accountable.
The loans utilization, misutilisation, misappropioa and financial position can be studied
to improve governance.

The ‘Core Banking Solutions’ for providing enhancesrvice by having
centralised database is being implemented by SBictwrequires all branches to be
computerised. The transaction cost in rural areaxpected to come down over a period
of time, since all the rural accounts can be edfidy tracked and managed by
computerisation and networking to centralised degablt is being questioned, as to why
the rural areas should be denied the technologynvithean provide many benefits. The
TM respondents suggest that the skill base of Wh&l people should be improved, since
computerisation is inevitable. The rural peopleen&v get modernized and change their
mindsets which would influence the attitude of thiban people on rural areas. The self-
esteem of the rural customers would also increasme ghey feel that their branch is
computerised and is an advanced bank. It is exgeictehave spill over effect as it
happened in the case of Television, which helpeitidrease the awareness levels of the
rural masses as compared to when it was not there.

Current, prompt, timely and accurate data wouldabalable at regular intervals
which help in determining the exact state of affaif the bank and thus enhance decision
making. More real time data is expected to go uptohigher office, unlike in manual
systems where documents were filled just to satiefyneeds of higher offices and sent by
post. The system becomes more reliable. Thus, whbemputerised and networked, all
transactions at any rural branch get reflected hatir thead office. Once accurate
information is fed, it can be easily traced anddulse variety of purposes for the benefit
of the bank. This data can be appropriately agdgeelgéor MIS needs and all other
relevant financial reports. This enables bettensi@e making and planning by the Top

Management. These are the reasons for which the $tluld be computerised.

8.2.4.1.2. Reasons against computerisation of rurihancial institutions

Only those rural branches having multifarious attés and good net profit are
justified for computerisation since they can affdodcomputerise their activities. It is
predominantly observed in the case of PACS thatRtesident, Secretary, Supervisor,
Auditor etc have no knowledge of computer operatidiven if the systems are provided

they would not be put to the optimum use. Hencs, ot advisable to invest so much on
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computerising RFIs. Agricultural activities beingasonal in nature, during off-season the

computers would not be utilised to the optimum.

8.2.4.2. Major constraints/problems encountered whe building and implementing IT
infrastructure in rural financial institutions/bran ches

The problem of power supply exists. To overcome thPS and generators have
been used. However, in summer, power cuts beingafdong period these become
inadequate. In such cases the transactions arerped manually and later entered into
the computer. Adequate knowledge of using the eaerfsed system is lacking. Trained
people are needed to maintain the computerise@simircture. The infrastructure for
communication with higher offices is below the esteel performance standard. There is
very slow acceptance of computerisation among #nk staff, which has to be changed.
The prime need is to change the mindset/attitudengbloyees. They have to accept it
since it is here to stay. In some branches, thd@mes were initially afraid of computers,
however over a period of time they started accgptiem as they found them helpful.

In the case of cooperatives, common software isawvatlable all through the 3
tiers of the cooperative structure, unlike the carial banks which are going for ‘Core
Banking Solutions’, which networks all their braeshon a common platform. The DOS
based banking software would be soon upgraded te mser friendly browser based
software for all the banking activities. There ised to train the employees to use the
systems and create more awareness about compumensgathem. Proper manpower
should be identified for training. The personnelole35 years should be trained to use
computers since the employees above the age aéa’s ave been using manual systems
since they joined and find it difficult to get a@iuoted to the new computerised system.

In cooperative sector, there is no finance to fthrel computerisation project and
many of the PACS face financial constraints to enpént computerisation. It is observed
that the income that the PACS generate is somefimesot sufficient to meet the salaries
and other overheads for running the PACS. Infamteghment is trying to revitalize many
of the PACS running in losses. If they can perfdretter and sustain themselves then all
branches can be computerised.

People with right mixture of skill, attitude andenest to serve the rural areas are
needed whose performance can be enhanced by camsatite. People who have interest
and younger generation adept with computers shioeléncouraged. Computerisation is

yet to be stabilized and there is need of totalredment towards computerisation from
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the Top Management. The roads, electricity, watet ather related infrastructure also
need to be developed. Skilled staff has to be #ectuto pick up the pace of
computerisation and streamline the process. Pigsia software is learnt by trial and
error. The rectification of hardware problem isdimonsuming as it has to be sorted out

by external technical people.

8.2.4.3. Computerised enabled products that couldeboffered to agricultural farmers
to profit from computerised operations

Smart Kisan Credit Cards (KCC), gold cards and s infrastructure to make
Intelligent districts need to be provided. Informnatand non-financial support can be
provided. The coordination of agricultural supplieshnical information on crops, animal
husbandry, agro-climatic diagnostic packages, coatppa data on yields of crops,
cropping calendar and other extension serviceslghio& provided in the most lucid
manner in local vernacular language. Payment aftedéy bills, water bills and other
payments should be enabled at banks. Internet cdaneand ATMs can also be provided.
Due to ATMs the rural customers can withdraw angtiwhich can induce savings and
reduce the role of money lender.

The customer database would be useful to deterthiie credit worthiness and
also help in formulating new products. Insurancedpcts both life and crop can be
provided. New deposit and loan schemes can be tatedi due to improvement in
operational convenience. Credit to farmers camlzsh component and kind component
like cheques to the dealers of fertilizers etc.sBndy this is not being followed in all
banks and the money is given in lumpsum to the éarrmhe respondents state that the
farmer customers demand that the whole amount dHmeulgiven in cash, since it is his
wish to use the money he receives in the mannerames, which has to be anyway repaid
with interest. However, there is no systematidasation of the credit when given in cash.
Thus, the banks should devise a scheme whereinctldit sanctioning is more
streamlined and reduces the chances of misutdisaséind diversion of funds. Thus,

enabling the farmer to plan his requirements anuiggiate utilisation.

8.2.4.4. Opinion on establishing Rural Credit Infomation Bureau (RCIB)

The TM respond that all rural branches should bepderised and data should be
stored in an uniform manner at RCIB. This RCIB dbdobe managed by National

Informatics Center (NIC) or Reserve Bank of Ind&B() which are trusted sources.
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Rural branches are almost like a self-contained Umese basic units should be
strong. Better decision making helps to providedretervice to rural population. It must
be realized that if MIS is generated and meansdoneone else, then it is of not much use.
However, if the rural branch managers appreciaéartformation from MIS and use if for
the improvement of their own branch, it makes sensgenerating the MIS and there
would be dedication in generating it. The MIS sldofdrm as a feedback to the banks
higher offices on the banks progress and perforeanc

A unique identification number given to a rural tmmser can be used to assess his
credit worthiness. Other organisations/NGOs etcrefer to the background information
of the person before extending any help. Some refgrds state that a detailed study
should be conducted on the possibility and feasibdf establishing RCIB, and such a
facility should be established at the earliest.

8.2.4.5. Potential Benefits of computerisation ofdnks and later networking them to
RCIB

8.2.4.5.1. Benefits to farmers

The TM respondents state that the farmer custoweansfinish their work much
faster and number of visits to banks is also redudae to quicker delivery of service. If
ATMs are provided then the farmer can withdraw nyoathis convenience and manage
his money/expenditures well. This would also heip to get interest on the money that is
not withdrawn. The customers’ confidence on thekban system increases as most of
them perceive that computers are right. When olvérahking services are improved
farmers will also be more positive towards repaymehnus reducing NPAs. Printed
passbook is clearer and helps the farmer to haetear picture of his transactions.
Repeated submission of various documents can hdeal/once they are computerised, as
they can be easily traced and details of transas@vailable at the click of a button. The
processing of applications also gets much faster thanual system.

There is improved quality and promptness of servi@duced instances of
corruption and NPA due to computerisation. If Inttrconnectivity is provided then the
farmers can get updated market prices, know theaddnfor their products and sell their
products at better prices. All schemes relevamtital development and their details can
be communicated easily and promptly to the conackofécials immediately, which can

be implemented quickly, benefiting the farmers.
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The rural customers are yet to benefit from thégatential of computerisation of
rural financial institutions. Computerisation wouddnefit the farmers and there would be

more time available for the farmer to concentratéasming activity.

8.2.4.5.2. Benefits to banks

The TM state that the ability to provide good seevito the rural population
improves the image of the bank and helps in enhgneeoples’ confidence on the bank.
The banking system would become more reliable aadsparent as interest rates are
calculated accurately, printed passbooks give ar gicture of the transactions, updated
accounts etc. Transaction and operating costseaheced, interest calculations are easy
and income leakage reduced. In manual system ththayk is checking, due to the time
and effort involved in checking all the recordsmsotransactions go unnoticed. Whereas,
in computerised operations there is automatic claeckbalance hence activities are more
accurate. This is expected to increase the timedfrelopment work. Management
Information System would be available for speedg atrategic decision making. There
would be good cash management by banks. Therdéeant improvement in efficiency
and productivity of the banking activities. The deef farmers can be identified more
accurately by studying the data available.

The time reduced due to computerisation of manpatations can be used by the
bankers for planning, business development, progidiariety of services like seed/crop
insurance and other financial products. The caypaoiigive such services increases with
computerisation which is otherwise not possiblenanual systems. The non- borrowers
also can be studied to know the potential of theador different banking activities.
Interest rate application etc. was always in asidaut after computerisations all these are
cleared off promptly and consolidation of inforneatiis easy.

Computerisation and networking would enable good Mhd Decision Support
System (DSS). Such systems would be strategic Eaodemable the banks to meet the
latest norms of BASLE regulations, and undertakedgésset Liability Management
measures. Such systems help to identify and uradetsecurring problems and hence can
address it well. The problems can be technicadyftial and/or organisational.

The ‘fittest will survive’, there is thus a need poovide good service, easy and
speedy information flow on day to day basis, sa t@od decisions can be taken to
increase profits. Globalization has expanded theets making it imperative to introduce

innovative products. The risk can be minimized bitdr planning and forecasting.
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8.2.4.6. Opinion on return on investment of computésation and networking of rural
branches

Banking has reached a stage where there is nonopttier than computerizing and
networking all their urban and rural branches. Adsability Management is now more
scientific and there is no choice other than beamiine. In financial industry the
denominator is Cost of Labour or Manpower, so havbecome more efficient without
incurring cost in the long run. The respondentsiephat the attrition rate and death etc. is
almost 2 percent to 4 percent of wage bills, whertkee computerisation is 0.25 percent of
the wages. Hence, the investment on computerisadiwh skilled personnel can be
increased. Computerisation can handle almost 3stimere business with the same staff.
The cost of manpower is reduced and time is sawbi;h can be utilised for business
development activities. This would not only increadlse profitability of the bank but also
help to improve the goodwill of the customer antlace the morale of the employees.

The TM respondents’ state that in the beginning¢erns are least, however as it
stabilizes, the returns keep increasing, and vivk gnore benefits than investment. The
example of electric train is being quoted for thens, wherein during its inception it was
felt to be a costly affair. However, presently ashall trains are electrified and there is
better train service than before. The respondepiteechat initially the operation costs are
high but later the operation cost comes down, tieereore clean work, better service and
higher customer satisfaction. The future is in catapzing and all rural branches should
necessarily computerise.

Among others, the prevention of income leakage aarer the service charge on
each account. There are more intangible benefisrms of better customer service, quick
disposal, better housekeeping, efficient MIS getema more availability of time for
business development, extended working hours, fegeent of staff whenever necessary
etc. The respondents question whether Return agstment is calculated for telephones.
The respondents state that computers are beconong anecessity rather than fashion.
Computerisation is important since it reduces tatisn costs and is part of development
process which should be treated as investment. Gtrigation being new, it helps in
team building and unites people. It is a commontf@a and gives a level playing field
for all the computerised branches which face aln®istilar problems. The surplus
manpower can be reduced in a phased manner. Thefeestablishment and transaction
costs are reduced and so are administrative chsésdepreciation also reduces the book

value of the equipment to zero in just few years.
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Internet connectivity helps in getting to know thearket prices, best practices
followed by other farmers, exchange of innovatideas, climatic conditions, rainfall,
advices on agricultural exports, application otifieers etc. The farmers can be exposed
to the world if connected to internet, especiallytie era of globalisation and WTO.

If the basic data is accurately collected, it cooddthe basis for census, five-year
plans etc. Quality of work is improved, quickness;uracy, neatness of display can attract
and improve business, hence computerisation is.doeposits increase or decrease due to
customer service, computerisation can help provid#er service thus increasing the
customer satisfaction, which shows improvement be profitability of the banks
operations. Improved service will have a positifieet on the overall business and also
has the potential to increase the customer basa #pecific solutions can be arrived at,

which will increase the profitability of the bank.

8.2.4.7. Future of rural branch computerisation

In wake of Chief Vigilance Commissioner’s orderp#cent of business should be
captured through computers which is met by compitey their urban operations. Hence,
the Top Managements’ opinion on the future of rbranch computerisation was sought.

The TM opines that rural areas have to be compa@rilt is time-taking and good
amount of investment is involved but is definitelgeded. An important aspect is that
there is need for more training and the HRD aspsatsl more attention. The users should
be in a position to appreciate the work and to tinee system for better volumes and
utilizing the potential of the computers optimally.

One major aspect that needs to be kept in mintas unless computer literacy
programmes reach the rural population, awarenesheonsage of computers may not be
possible. All the respondents state that the rdnahncial institutions should be

computerised.

8.2.4.8. Unemployment due to computerisation, requement of skilled staff and
training requirement of existing staff to perform computerised operations

The TM respondents state that it is a myth that mderisation will increase
unemployment, on the contrary it will result in doynent generation. There would be
more indirect employment. The nature of personeelded only gets shifted in terms of
personnel to attend & maintain continuous poweftwsoe, hardware, peripherals, etc.
Skilled staff who can work with the banking tectog) and other support staff with lesser
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skills are required. The existing employees neeletgiven more training on technology

and fresh recruitment of technologically skilledpk should be undertaken.

Some of the respondents opine that surplus empoypee be sacrificed for
betterment of the organisation. However, till date one has been removed due to
computerisation. The Voluntary Retirement SchemB{Ywas introduced, to reduce on
the employees who do not have inclination andual#itto get trained. The surplus staff are
shifted/transferred and given other responsibditiEne extra personnel can concentrate on
development and customer service with proper aatemrt. HRD can play a vital role by
planning for appropriate redeployment of persorinedffer better customer service and
improve scope of the banks’ business. More loansidcbe extended to encourage
potential projects and entrepreneurs. This alsdsléa indirect employment.

There is no unemployment due to computerisatioruiEl branches, since most of
them are at the fag end of their service, and @mmuit younger computer literates.
Presently the older generation need to be traimedooputerisation, if not atleast on the
capability of what the computers can do and hoeait be leveraged for decision making.
The employees are slowly realising that they areoiméng global citizens due to

computerisation and all barriers removed.

8.2.4.9. Suggestions

It needs to be remembered that computerisationtig panacea for all things. It is
an enabling tool for the process of risk mitigationprove efficiency and productivity.
All the RFIs should be computerised. Governmenhdifa should fund a rural Business to
Business (B2B) portal and offer agricultural seegicat a subsidised rate. The payment
gateway could be maintained by RBI with Real Tim®<$3 Settlement for agricultural
payments made possible. The farmers can accespdtied and conduct their business
with the above backbone in place. It should beiserariented, subsidised and build a
trusted means of transactions without partialitytidlly it should be implemented with
missionary zeal. In the long run it will turn prafible and self reliant. One of the top
management opines that the rural areas should beparate software which has all
important components and cost lesser than the ‘Bllalster and ‘Core Banking

Solutions’, which should get appropriately integdato their head offices.
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8.2.5. General Problems and Issues

The farmer respondents say that 75 percent of ind@nomy is dependent on
agriculture and if there is no proper agricultudavelopment then rural people would
migrate to urban areas. This leads to urban coiogesind if they aren’t able to get
employment they turn to anti-scoial activities likebberies etc. The cost of power is
increased and farmers are finding it difficult fboed it. Some 25 percent of electricity is
being theft, which the government should check eoxtrol. This would help provide
power at cheaper rates. There is acute shortageowér in rural areas. Electricity is
available at odd hours and that too only for 4 lahich causes disruptions in farming as
well as banking operations. Banks having compuwgdrisperations have to necessarily
have a generator to overcome the shortage of psupgly.

Farmers suggest that they should be educated onousarbanking
activities/operations and provisions. When the amlactivities are complex farmers are
apprehensive that bank employees may mislead theinuae for their own benefit.
Mimum Support price fixed by government is not lgeadhered to. Majority of farmers
are unable to store the produce for future sellifgey look forward to sell off the produce
as early as possible, and so sell it at whateviee phe buyers give, sometimes even at a
loss. One farmer respondent states that “If farimeards rice for future selling it is
considered criminal act under the Essential ComtiesdAct. But, if a miller stores rice
he gets loan on this stock (called key loan).” tiehfer states that the farmer who provides
food for others is made beggar.

Interestingly, some respondents compare Industdy Agriculture. They say, in
industry, there is safety net for jobs, no one jee remove them from their job, and in
case they lose a job they can support themselvék thay get a new one. But, in
agriculture there is no safety net. If the cropsfahe farmer gets highly indebted and one
day gets totally collapses which is why there h#éeeincreased suicides in Andhra
Pradesh. In industry if a factory is destroyedntkiee owner can claim insurance but in
agriculture, the insurance scheme is not at abbdaable. Insurance is given only when the
crop in the whole mandal gets destroyed.

Some respondents compare our country with otharsnérs of other countries are
literate, have more knowledge about agriculture datbst scientific as well as
technological aspects in agricultural field andoalsave political lobbies. Whereas,

majority of Indian farmers are illiterate, havingakt knowledge of latest agricultural
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developments and vulnerable to politicians. Otleemtries give good subsidy, but it is not
the case in India. An example is quoted on theidybier fertilizer and its transportation,
wherein 20 percent subsidy is given in America,e4cpnt in Japan and 15 percent in
Pakistan, while its only 5 percent in India.

One farmer reasons on the need to keep the cdebdfgrains low. He states “If
more revenue is to be given to the farmer, thererpace per bag of food grain should be
given. The price of food grain would then rise. Btite cost of food grains to the
consumers cannot be raised, since it should bedafbte to all people of the country from
the rich to the poor.” He says that “80 percenamforganizations revenue goes to pay the
salaries to its’ employees. Now, if foodgrain casisrease, the salaries also need to be
increased. It gets dearer to the poor people aaffardable too. And hence, no country
would like to raise the cost of food grains. ltaisthis point that minimum support price
can play a vital role where more money can be giegarmers and the food grains sold at
affordable price”

Many a time’s paper adjustment for the credit d@otis are performed, without the
actual flow of money. Necessary training to face ttolitical pressure needs to be
provided to the rural bank manager. In the casmoperatives, it is understood that there
are no proper service terms and conditions in AadPradesh, and hence many of the
cooperative employees feel insecure.

One of the PACS secretary points out that penarést has to be paid if the
farmers don’t repay in time, which is understood&added to the principal and written
as a total in the passbook. It is observed thahenPatadari Passbook (appox. pg 52-53)
where the details of the long term loans are teriiered there is no column for the ‘Penal
Interest’ and thus entered as a total. Howeves,iths a separate column in the ledger with
the PACS. This confuses the farmer who questiong tivere is increase in the principal
amount. So the passbook needs to be updated wi#hn#w column. Another PACS
secretary states that in the commercial banks inemteentives like increments and
promotions are available to bank officials who amgadditional qualifications, however
the PACS secretary gets nothing for such additignalifications.

In the credit sanctioning process, if the amountb#& sanctioned is less than
Rs.50,000 then the PAC secretary and the DCCB sigpershould visit and verify the
land/crop of the farmer. If the credit needed isgiag from Rs.50,000 to Rs.1 lakh then
the DCCB Manager, DCCB supervisor and the PAC sagr@eed to visit the land. If the
amount needed is more than Rs.1 lakh then the DE&SiBtant General Manager (AGM),
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DCCB Manager, DCCB supervisor and the PAC secredlaoyld visit and verify the land
of the farmer. After these officials consent thenfars application is then sent to the
Agricultural Development Officer (ADO) for sanctiofihis is a very long process and a
simpler faster method should be developed.

The Co-options Technologies has developed the addtfior PACS and collected
data according to APCOB guidelines. Whereas, tlekdat the PACS level are different
and hence there is lot of time being spent in ggtthe software working at the PACS
since the developed software needs to incorpoheteptocedures which are followed at
the PACS. The PACS secretary opines that the agendgrtilisers and pesticides should
not be given to private agents who take a profialofiost Rs.5 per bag. The PACS can
give such service at lesser cost with lesser ma@mthe other hand, it has been observed
that the farmers prefer the private agencies dineg get such services on credit whereas
the banks accept only cash for such services. Tiliatp agents extend the service quickly
and also provide door delivery service, which tla@ks should explore to provide at a
lesser cost.

Most of the respondents opine that the share d¢agi@most 10 percent on short
term loan should be removed. The interest ratee t@mbe reduced from the present level.
The insurance premium paid is very high and Insteawnhich is applicable at Mandal
level, has to be brought down to village level. Heoale of finance should be increased,
the loaning schemes should be liberalised and #ieng@ amount for taking collateral
security should be increased. In case of problesteted to the PACS secretaries, the
correct procedure of enquiry should be followede T®WACS say is at the mercy of the
President as the secretaries appointment and rénsJ@sed on the pleasure of the
President. He is thus obliged to act in accordavittethe Presidents wishes.

The PAC secretary opines that Commercial bankdanefited as they can give
loans at lesser interest rates. This is possibleaus®e finance comes directly from
NABARD to the Commercial bank. Whereas, in coopeesatthe finance from NABARD
goes through 3 tiers before coming to the farmsultig in relatively higher interest
rates. In commercial banks the manager has authtwitsanction the credit. But, in
cooperatives the PACS secretary has to wait toiwecéoan applications from
approximately 50-100 members, which are then pssmband sent to DCCB for sanction.

This is a lengthy and time consuming process.
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8.3. Conclusions of Qualitative Analyses

The qualitative analyses reinforce the resultsinbthin quantitative analyses. The
farmers feel that it is easier and safer to dettl tie RFIs rather than Moneylenders. The
interest rates are also less. However, the rudggilations and procedures to be followed
in RIA are very high, time consuming and delaytheeipt of credit. The farmers feel that
cooperatives have high potential if properly mablget are not being managed well. The
political and other influences are hampering thegpess of these agencies. The credit
amount sanctioned is inadequate and more is beémgadded by the farmers. The
transfers of bank mangers of commercial banks eradisruptions in, long-term
relationships and development unlike cooperativeere the PACS secretary is one of the

villager himself.

The interest rates in cooperatives are gettingédridgly the time finance comes
from NABARD to PACS, to the farmers hand, whicl@ beneficial to the farmers. The
farmers belonging to cooperatives are demandingelias on the share capital they were
forced to subscribe while taking their first loanrh cooperative. The credit limit fixed for

each farmer has been found to be inadequate.

The processing and scrutinizing of application aoperative does not begin until
substantial number of applications are receivece Tredit limit for each applicant is
calculated and then sent together to DCCB for samog the amount. The farmers
complain about delay in this system and demand Idieth and quicker process of
sanctioning credit. It is here that computerisator networking of offices like DCCB,
APCOB etc. can play a vital role for online subnuss verification and quick

sanctioning.

The farmers feel that the Insurance scheme is awburable and needs
modification to make it more farmer friendly. Thajso feel that immediate attention
should be given to the farmers needs and probl&hesfarmers reiterate that transactions
should be speeded up, documentation should be eddaied better service be given to
them. The bankers also support the farmers sayiag lban sanctioning is a lengthy

process, and farmers need education on bankingngshand operations.

The managers state that the credit sanctioningegsoespecially in cooperatives is
very lengthy. Not all the documents are availabléghvthe farmers and this creates

problems in sanctioning of credit to the farmerse Tdocumentation is very high in
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institutional financial agencies. The rural massesnot clear about crop insurance. It has
to be well advertised and its nuances explained.faimer customers being illiterate have
to be patiently explained sometimes repeatedly atmi loaning activities, the need to

repay in time and other banking schemes.

The managers list several benefits of computeasab the farmers as well as for
bankers. Accurate calculation, good presentati@hthe belief that computers can’t make
mistake builds lot of confidence both among farmansl bank staff. Transparency in
banking operations is also achieved, which is nmpbrtant for good governance. Undue
delays and mistakes are reduced, transactionsaster fand the managers felt they were

able to provide better service due to computensati

The major benefit to bank staff is that accounbngden is drastically reduced. All
entries are automatically updated. Correct andougate information is available at finger
tips. Calculations are accurate. Farmers have imegrconfidence in bank staff. The time
thus gained can be productively utilized for depetent and repayment activities. Books
and ledgers are now done away with, due to comigatemn. Paper work is drastically
reduced. They envisage if the banks are connectag@lévant offices for sanction of

credit, the sanctioning process will get faster aasier.

The constraints are that adequate training is requo the bank staff to use the
new systems. Their attitude needs improved oriemtab help farmers. With respect to
technical aspects of computerisation the presark btaffs are illiterate. Consistent power
supply is one of the major problems in rural Indiew of the managers state that there has
been an increase in the work load since both thepaterised and manual work is being
carried out, but it is reasoned that this is aditeon period and later the manual work will
reduce. The Return on Investment is well justifeesdcan be observed that computers can
do the work of 10-15 employees, faster, accuraedficiently, effectively and consistently
for more than 10 years if maintained well and appetely utilized. Within almost 3

years, the banks get back the cost incurred in atenigation by way of depreciation too.

Computerisation is very beneficial with intangildemponent forming a major
part, making it difficult to quantify the returnsnoinvestment on computerisation.
Accuracy, clarity, reliability, transparency ard #ie benefits due to computerisation.
Under normal conditions, they cannot be so eaaitypered too. Error and unacceptable

entry prompting is a very good feature to reducersr Analysis can be performed on the
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database available to study the trend and banlafgshto improve the business of the
bank. Any clarifications sought by farmers can bevgled with more confidence, as, they

feel computer cannot make mistake.

Computer systems are difficult to operate for thed® have no knowledge of its
operation, however with adequate training, it beesmeasy. It is the best system for
routine functions of banking. Since mangers feat thaining is inadequate, more training
should be provided to them. It takes time for tlvrsystems to stabilize, young and
energetic staff having exposure to computers shbaldecruited, to utilize computerize

systems and reap the benefits of computerisation.

The ITS respondents also opine that rural finandmetitutions should be
computerised so that convenience and prompt servare be offered to the rural
populations. The efficiency of the bank would irase and computerisation would be
strategic in the near future in wake of competitibhe time saved in housekeeping could
be appropriately utilised for business developnaat recovery activities. They highlight
that computers perform consistently and do not atevifrom what is programmed.
Advanced datamining tools can be applied to thgelaural database to extract useful

information and used for introducing new productd achemes.

The ITS also list certain reasons against com@maton of RFIs. They state that
rural transactions are seasonal in nature and gemms no real necessity to computerise
RFls. The major constraints encountered in thegeeof computerising and networking
rural financial institutions are in terms of fin&ydraining, maintenance of the systems,
lack of constant power supply, lack of good commation links etc. Hence proper
decision has to be taken keeping all these aspectéew vis-a-vis the tangible and

intangible benefits.

Responding in the question of offering computer bégdh products the ITS
respondents state that ATM access should be pmbvideKisan Credit Card (KCC)
holders. Add-on products like electronic passboot demand draft printers can also be
provided. User friendly and graphic touch screeniggent would empower the farmers

to transact on their own.

All the respondents state that the Rural Credibrimftion Bureau (RCIB) should
be set up. They state that it would help them teehanline centralised database of the

farmer and can hence speed up credit sanctionmgeps. Good service can be offered to
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the rural populations and thus win their goodwithich would improve the business of
the bank. The bankers can avoid double financekaep a check on NPAs. The banks
need to generate their own resources. The comgatiem involves higher initial

investment but will usher in profitable income oweperiod of time. However, they are

apprehensive about its feasibility due to the ¢ffwait needs to be put in to establish it.

The ITS state that the returns on investment ohniglogy in RFIs would be in
terms of ability to provide prompt service, savigjuable time of bankers, reducing the
drudgery of manual entries in various books/ledgengch can be used to improve the
banking business. These are just few of the intdadienefits of computerisation. Returns
more than expected would be forthcoming once thepeaerised activities are stabilized
and start functioning in full swing. The depreaation the equipment brings their value to
almost nil in 3-4 years. Appropriate technology ldad revenue generating additional
services can be easily provided once the RFIs@rguaterised and networked, which can

be planned once computerised.

The Top Management (TM) state the RFIs need toobgpaterised to improve the
operational efficiency of the rural financial ingtions. Various banks are implementing
‘Core Banking Solutions’ for enhancing banking segvby having centralised database
which necessitates all its branches including rtordde computerised. The transaction cost
in rural areas is expected to come down over agerf time, since all the rural accounts
can be efficiently tracked and managed by compm#t#aon and networking with
centralised database. Data would be availablegddh management at regular intervals
which shall provide the exact status of the bank dimategic decision making. More
accurate and reliable data would be available rigith the rural branches to the head

office.

The TM also point out certain aspects that quegtierprocess of computerisation.
They state that only rural branches having differactivities and good net profit are
suitable for computerisation. There is also needntwease awareness and train the
employees of rural branches as well as the rurpuladions, for the high potential of

computerisation to be optimally utilised.

The TM also identify power supply to be a major stoaint. The others are the
knowledge of using the systems is very low, the momication infrastructure is below

standard, slow acceptance of computerisation duentployees attitudes, different
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software’s being used for banking transactions iffer@nt tiers in cooperatives, lack of
finance to fund the computerisation initiative moperatives etc.

The TM state that internet connection and ATMs #hdae provided to the rural
populations. Information on Agricultural extensiservices, payment of various bills can
be enabled at banks, thus creating intelligentidist They state that the rural database
should be analysed to introduce new and innovatieelucts to the rural populations. An
appropriate product should be devised to reduce ctiences of misutilisation and
diversion of funds and which can enable the farrtwerplan his requirements and
utilisation.

The TM state that RCIB would help to have a comrdatabase which would be
stored in an uniform manner that can be usefullltdanks. Repeated submissions of
various documents are avoided. Speedy sanction reflitcis enabled. Increased
transparency in banking operations will improve tmage of the bank. There would be
inherent improvement in efficiency and productiviip banking activities. The
computerisation and networking would enable good Mhd Decision Support System
(DSS).

The TM states that the cost of manpower is an itapbraspect and its cost to the
organisation can be minimised by employing skikedl efficient manpower. Returns can
be maximised by providing an enabling computerisadironment. The TM opine that
computerisation can save lot of recurring costs/amous fronts, though the investment
for this technology initially is very high, thereowid be good returns over a period of
time. The respondents opine that initially the agfien costs are high but later the
operation cost comes down and there is clean waeker service and higher customer
satisfaction. There are more intangible returngeims of better customer service, quick
disposal, better housekeeping, efficient MIS geth@ma greater availability of time for
business development purposes, extended working hideployment of staff wherever
necessary etc. They further state that qualitwark is improved. Computerisation can
help provide better service in terms of quickness;uracy, neatness of display thus
increasing the customer satisfaction, which inasathe profitability of the banks
operations. Improved service will have a positifieet on the overall business and also
has the potential to increase the customer base.

On the future of rural branch computerisation tiv State that the rural areas have

to be computerised and awareness and trainingeadrtiployees should be stepped up.
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The TM emphasise that it is a myth that unemploymeifi increase due to
computerisation and while in reality there wouldrlse in indirect employment of skilled
personnel. Those employees who can’t get tunetiéddatest technologies used by \the
organisation, better opt out for which VRS has bie#moduced. There are also employees
who are to retire and are not inclined towardsriegy new methods of operation and so
should pave way for more technologically skilledigger generation. The extra personnel
could be appropriately utilised for business depelent activities. The TM suggest that a
national rural Agri-portal should be establishetley also suggest if the present systems
are expensive, then a cost effective systems sheuttbvised for rural areas.

Finally, the general problems & issues faced by rspondents are discussed.
Among others the respondents state that agricultsraot getting the attention that it
should be receiving. There is irregular supply oWpr necessitating that the banks have
generators. Simplification of bank operations ismgedemanded. In cooperative, certain
columns for entries are absent in the passbooldivéhe farmer, which are present in the
banks books. The crop insurance scheme is percaiéavourable to the farming
community. It is understood that there are no prgeevice terms and conditions for the
employees of the cooperatives, resulting in jokedusity. One of the major constraints
that has been identified in cooperative sectohas the software for the cooperatives has
been developed based on the information from ttzal lndéfice, however, the working is
different in the PACS and this leads to delayssttigg the system working.

Qualitative analyses involved the detailed studytloé benefits, returns and
constraints of computerisation and networking afardinancial institutions. It can be
concluded that computerisation and networking olrbranches is a necessity which is
beneficial, strategic, enhancing the functioningtteé rural banks resulting in improved
service to the rural populations. Though constsadit exist these are being appropriately
addressed as the overall benefits to the orgaoisatid the customer seem to overshadow
the constraints. The qualitative analyses reinfattoe results that were obtained in

guantitative analyses.
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CHAPTER 9

SUMMARY OF MAJOR FINDINGS, RECOMMENDATIONS AND
SCOPE FOR FURTHER RESEARCH

9.1. Introduction

Agricultural is one of the major occupations foe tindian rural population and is a
means of livelihood to them. RFIs provide credihiet is a vital input to the farming
community as well as to other members of rural petan for other activities. However,
it has been observed by various researchers, liea¢ tare various bottlenecks, credit
doesn’t reach the deserved at the right time intggantities and there is general lack of
good service in rural branches. Thus, it is impeeathat the service efficiency and
effectiveness of the rural financial institutionsoald be improved at the earliest to
provide enhance banking service to the rural pdiomaand thus foster rural development
at large. Information and Communication Technolsgieuld enable improved services in
RFIs Hence, this study was conducted to explore ghtential and constraints of

leveraging on ICT in cooperative and commercialkisan

Thus, the broad research objective of this studfp iexplore the potentials and
constraints in utilising and managing InformationdaCommunication Technology in
Cooperative and Commercial banks for effective effidient flow of agricultural credit to

attain balanced socio-economic agricultural devaleip.
The four null hypotheses formulated are;

Hop) : Agricultural customers perceive that creditcdEming and other banking services
from computerised bank branches are not better tirmmcomputerised bank
branches.

Hop: The Bank Managers perceive the computerised barknches working
environment in terms of efficiency and effectivenese not better than non-
computerised bank branches.

Hog): The working environment in terms of efficienaydeeffectiveness in computerised
bank branches is perceived not better than thecoarputerised bank branches by
the Information Technology Staff.

Houy: The Top Management perceive the working enviramnreterms of efficiency and
effectiveness in computerised bank branches aréetttr than non-computerised
bank branches.
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The research is performed in three stages, the diegje is the secondary data

collection, the second stage is the primary dalec®n and finally data analyses.

Literature review is first performed to explore #asting knowledge in the area of
research. This and external discussions form tlseslfar primary data collection/survey.
Questionnaires for the farmers, the bank managigssystem administrators and the top
management were then developed for the pilot suiegse were then refined after pilot

study to evolve the final version of each of therfquestionnaires.

Five stage Stratified Purposive Sampling Techniguemployed in this study. In
the first stage AP is stratified into three regisii Telangana, Rayalseema and Coastal
Andhra. In the second stage, West Godavari dismicoastal Andhra region, Chittoor
district in Rayalseema region and Nizamabad dtsinicTelangana region are chosen as
representative districts. In the third stage, commercial bank and one cooperative bank
are chosen in each of the above districts. In et stage, in each of the district, State
Bank of India’s one computerized branch and onecwnputerised branch are chosen for
the study. Similarly, in each district one compisied PACS and one non-computerised
PACS are chosen for the study. In the fifth stagesach of the computerised and non-
computerised commercial branch and PACS, farmesedan their land holding size
(large, medium and small) are chosen and questi@nraministered to them. The
questionnaires are also administered to the braratagers and their deputies, working in
the area of rural credit and to the system admatsts working in case of computerised
branches. Top management and system administ@t®radministered the questionnaire

at their regional offices located in the state tdpi

The total sample size of farmers’ analysed in thgearch are 336. The sample size
of manager respondents of all the three regionstggether forms a total of 36. The
Information Technology Staff/System Administrat¢fES) formed a total sample size of
17. The Top Management (TM) formed a total samide ef 15. Thus, the total sample
size analysed for the research activity are 404.

The data collected was subjected to various quivet and qualitative analyses to
understand the issues in achieving the objectivthefpotential role of ICT to provide
improved agricultural credit. These are briefly smamnised in the following section. This
is then followed by the final conclusion, recommatiah and concludes with the scope
for further research.
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9.2. Conclusion for Quantitative Analyses

Responses from the farmers’, managers, ITS and Téve vsought on various
aspects of banking service keeping in mind theatives of the research. Their responses
were sought comparing the computerised banking abiper and manual banking

operations.

The background/characteristics of the respondents peerformed to have a
perspective of the respondents. Further quant#ativalyses are performed in an attempt
to quantify the intangible benefits of computerisbdnking services, where-in the
percentage and rating index analyses are perforfolkolved by scoring and median chi-
square hypotheses testing.

The farmers’, managers, ITS and TM responses webgected to percentage
analysis on various aspects of banking transactiogisate that computerised banking
operations have the potential and can reduce tbatyransaction time and provide faster
banking service to the farmer customers. The ratimdgx analysis proves that the
computerised operations are far better than maopedations. However, only in the case
of Nizamabad district, the rating index for compiged banking operations and manual
banking operations were observed to be quite cleisee the rural computerised banks
were in the process of computerisation. It is eigubto deliver its benefits once it is well

established over a period of time.

It is observed that the percentage and rating iratedyses overall complement
each other to conclude that computerised bankirggadions are far better than manual

banking operations.

In continuation of the quantitative analyses, tesponses of all the four sets of
respondents are subjected to the ‘Scoring and mechgsquare hypothesis testing’
statistical tool. It is observed, that, in all cashe calculated Chi-square value is
significantly higher than the chi-square table ea&i 90 percent confidence level, except
in the case of Nizamabad district. As explainedierain the case of Nizamabad district,
the rural computerised commercial banks were inptioeess of computerisation. This is
reflected in their analysis, where the overall gsial on the banking transactions and
rating analysis was slightly favourable towards paterisation but the scoring median

chi-square hypothesis testing clearly does nottéfee Null Hypothesis. Thus, in this case
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it could be concluded that since computerisatioa iecent phenomenon, the benefits are
expected to be delivered once it is well estabtishveer a period of time.

Thus, based on the overall scoring and median queu® hypotheses testing, it
was concluded that the respective Null Hypothesegsejected in favour of the Research
Hypotheses. It can thus be statistically statetllibtter banking services can be offered by
computerised banking operations, which again comeigs the previous findings.

Thus, it is observed that the overall Quantitatwvelyses converge and reinforce
that computerised operations are far better thanualaoperations. The agriculturists
perceive that the credit sanctioning and other ankservices are far better in
computerised banking operations branches than aowpaterised bank branches. The
managers, IT staff and the Top Management alsceperchat the working environment
in terms of efficiency and effectiveness is enhdncecomputerised banking operations.
These analyses overall go to indicate that ICTeneral has very high potential to enable
improved services to the rural population. It notydhelps the organisation in long run but
also enables the bank staff to reap the benefitwdyy of improving their operations and
deliver improved banking service to the rural pagiohs. To reinforce these analyses, the

responses to the open-ended questions were subjedealitative analysis.

9.3. Conclusion for Qualitative Analyses

Qualitative analyses were performed to explore hdrethe non-quantifiable,
intangible aspects were inline with the quanti@tanalyses and the objectives of the
research. The potential and constraints of impleémgrCT in RFIs were also studied.
The farmers felt that it was easier and safer tal deth the RFIs rather than the
Moneylenders. The interest rates were also leasivelto the exploitative money lenders,
however it was felt that in cooperatives the irdemates gets higher by the time finance
comes from NABARD to PACS, to the farmers’ hand,ackhwas not beneficial to the
farmers. The rules, regulations and proceduresttoliowed in RFIs are very daunting,
time consuming which delay the receipt of credd aence the farmers demand simplified
and quick process of sanctioning of credit. It iesthat the potential of the banks were
not being utilised to the fullest extent, to setkie rural population. In addition to that,
there were other hindrances such as political fetences, lack of adequate staff or
frequent transfers of staff especially in commérdianks. The farmers demand
sanctioning more amount of credit. Apart from spegdhe sanctioning process, the

farmers demand reduced documentation work and giedwetter service to them.
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The bank managers on the other hand also suppoiatiners saying that loan
sanctioning was a lengthy process, and farmers adadation on banking schemes and
operations. The computerisation and networkingetévant offices can play a vital role
for online submission, verification and quick samming. The benefits are accurate
calculation, good presentation and the belief toatputers can’t make mistake, builds lot
of confidence both among farmers and bank staffré€b and up-to-date information as
well as transparency in banking operations was atéteved, which is most important for
good governance. Routine accounting burden, unéisys and mistakes are drastically
reduced. Transactions are faster, entries are atittatly updated to relevant database and
the managers feel they are able to provide bedt®ice due to computerisation. The time

thus gained can be productively utilized for depetent and repayment activities.

The constraints stated by managers in computerigirg) branches are lack of
adequate and trained staff, lack of right attittmeards computerised operations and help
farmers, lack of consistent power supply etc. TléuRh on Investment was well justified
as, it can be observed that computers can do thik wb 10-15 employees, faster,
accurately, efficiently, effectively and consistgrfor more than 10 years if maintained
well and appropriately utilized. Within almost 3aye, the banks can write-off the cost
incurred in computerisation by way of depreciatimo. Accuracy, clarity, reliability,
transparency are all the benefits due to compuatiesis and many more intangible
components contribute to the benefits which aricdit to quantify.

The ITS respondents also opine that rural finandmetitutions should be
computerised so that convenience and prompt servare be offered to the rural
populations. The efficiency of the bank would irage and computerisation would be
strategic in the near future in wake of the tremdscompetition. The time saved in
housekeeping could be appropriately utilised fosibess development and recovery
activities. Advanced datamining tools can be appleethe large rural database to extract

useful information that can be used to introduos peoducts and schemes.

The ITS also reason against computerisation of REBiating that the rural
transactions are seasonal in nature and lack atiedipance, training, constant power
supply, communication links in addition, the neddegular maintenance of the systems
etc. Hence they state that there seems no reassigcéo computerise RFIs. However,
proper decision has to be taken keeping in viewhake aspects vis-a-vis the tangible and

intangible benefits accrued over a period of time.
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All the respondents state that the Rural Credibrimiation Bureau (RCIB) should
be set up, to have online centralised databadeedarmers and can hence speed up credit
sanctioning process. This is expected to preveuablédfinance and thus keep a check on
NPAs. The computerisation though involves highérahinvestment is expected to usher

profitable income over a period of time.

The ITS state that the returns on investment ohniglogy in RFIs would be in
terms of ability to provide prompt service, savatuable time of the bankers by reducing
the drudgery of manual accounting which can be dsethprove the banking business.
Returns more than expected would be forthcomingedhe computerised activities are
stabilized and start functioning in full swing athe® depreciation on the equipment bring

their book value to almost nil in 3-4 years.

The Top Management (TM) state the RFIs need toobepaterised to improve the
operational efficiency of the rural financial irtetions. The transaction cost in rural areas
are expected to come down over a period of timegesill the rural accounts can be
efficiently tracked and managed by computerisatoi networking to the centralised
database, especially as many banks are in the gxasfeimplementing ‘Core Banking
Solutions’. Data would be available to the top nggamaent at regular intervals which shall
provide the exact status of the bank for stratefgicision making. More accurate and

reliable data would be available right from theatlbranches to the head office.

The TM also state that only rural branches haveugety of activities and good net
profit are justified for computerisation. Therealso need to increase awareness and train
the employees of rural branches as well as thel populations. In addition to the
constraints of computerising of rural branches mo@ed by the farmers, managers and
ITS, the TM in cooperatives state the differenttwafe’s are being used for banking
transactions at each tiers of the cooperative satupstate that there should be smooth
integration of them for good flow of information.

They state that the rural database should be awhlys introduce new and
innovative products to the rural populations. Thd $tate that RCIB could maintain a
common database that can be useful to all banks.shall avoid repeated submissions of
various documents by customers, enable quicker tisamy of credit, increase
transparency in banking operations, foster inheremprovement in efficiency and

productivity in banking activities and enable gddts and DSS.
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The TM states that manpower needs to be skilledefiident to reduce the cost to
the organisation and be competitive, wherein therns can be maximised by providing
an enabling computerised environment. The TM ofiia¢ computerisation can save lot of
recurring costs on various fronts, though the itmesit for this technology at the
beginning was very high, there would be good retuover a period of time. The
operational costs are lowered and more intangiterms are accrued in terms of better
customer service, quick disposal, better housekegepificient MIS generation, improved
quality of work, accuracy, more time availabilitgrfbusiness development purposes,
extended working hours, redeployment of staff wiven@ecessary etc. This increases the
customer satisfaction and has the potential toeas® the customer base which finally
would reflect positively on the profitability of ¢hbanks operations. The TM state that it is
a myth that unemployment will increase due to copsation and the truth is that there
would be rise in indirect employment of skilled gannel.

Finally, the general problems & issues, among atlibe respondents state that
agricultural is not getting the attention thatugbt to receive, there is a shortage of power,
simplification of bank operations are needed, uniity in cooperative accounting system
are needed etc.

Thus, the Qualitative analyses performed, discugbed benefits, returns and
constraints of computerisation and networking afakdinancial institutions. It can be
concluded that computerisation and networking oélrbranches are necessary, which is
found to be beneficial, strategic, improve the tioring of the rural banks and thus offer
improved service to the rural populations. Though ¢onstraints do exist these are being
appropriately addressed since the overall bentdithe organisation and the customer

seem to overshadow the constraints.

9.4. Conclusion for Quantitative and Qualitative Analyses

The detailed gquantitative and qualitative analysegormed on the responses of
the farmers, managers, Information Technology Sgftem Administrators and the Top
Management of respective banks converge and remfibiat computerised operations are

far better than manual operations.

Thus, by subjecting the responses from all the abmentioned respondents to
various quantitative and qualitative analyses,rni hypotheses are rejected in favour of

research hypotheses which are as follows.
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Hrwy : Agricultural customers perceive that creditcdEming and other banking services
from computerised bank branches are better tharcamputerised bank branches.

Hrp: The Bank Managers perceive the computerised barknches working
environment in terms of efficiency and effectivemeare better than non-
computerised bank branches.

Hri): The working environment in terms of efficiencydagffectiveness in computerised
bank branches are perceived better than the nopuemsed bank branches by
the Information Technology Staff.

Hrs: The Top Management perceive the working enviramnreterms of efficiency and
effectiveness in computerised bank branches areerbttan non-computerised
bank branches.

To state the findings in a sentence; quantifyingous intangible aspects of ICT
and analyzing the open ended responses, overalg tls improved banking service in

computerised bank branches as compared to mamighlabranches.

9.5. FINAL CONCLUSION

There is huge potential in the way ICTs can revohize rural activities although
they come with their own constraints and with mafsthe returns in intangible in form.
This should be no surprise since ICT is a servigbker and service is mostly intangible
in form. The constraints have to be worked throbghgood training, skilled committed
staff and dedicated service approach. Thus, ibiglkided that computerisation not only
helps the organisation in long run but also enatilesbank staff to reap the benefits by
way of improving their operations and deliveringpimved banking service to the rural
populations. Eliminating inefficiencies and impnogi the overall banking services by
appropriate implementation and leveraging on ICRKis, would attract more farmers for
increased financial transactions. Since, the credlitctioning process would be quick,
streamlined and deserving beneficiaries identified granted credit, the repayment also is
expected to be prompt. Thus, over a period of titine,quantum of agricultural credit to

the deserving beneficiaries is also expected tease.

The outcome of the research task is to suggestemainmend how ICT can act as
a enabling and change agent to the rural populatiat only in terms of improving
agricultural credit and banking activities, butaais terms of good supply chain activities,
education etc. In this direction a modal Rural Integrated Computer Network Model
Leveraging on Information and Communication Tecbgms in Rural Financial
Institutions for Rural Development’ (Prem & Sarangal, 2003) is proposed and

recommended. An improved version of the same misdiistrated in Fig. 9.1.
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In this model, there is need to place atleast texséhnel Computers (PC) in each
of the bank branches. One PC would be utilised Ipui@ the banking operations,
managed by the bank manager and/or his deputiessdd¢ond PC would be utilized for e-
business/e-commerce services charging nominal deesdch service rendered, which
would be managed by selecting and training an gpj@i@ local youth called ‘Business
Executive’. RFIs can adopt one of the following tstategies. RFIs can either be an
integral part of the business activity or just Imeemabler of the business activity. As an
enabler, the bank would be independent of the bssientre, except for providing the
facilitating infrastructure. The business executidentified should be a local youth
entrepreneur who would run the business as an amtlmt profit-centre. The business

executive may be provided with the required loash atlequate training.

NETWORK (for Internet, E-commerce etc. )

FIREWALL ¢—p| Communication with other banks,

higher offices etc. through a banking | . . |
network, similar to INFINET Private agencies

— Sy [ DaaComid S -
| Central Hub " Connected through the ICT infrastructure of RFIs v'
i | Village Panchayat | : (at each district H - H
: H 7 H . Business : Farmer/
: : Collector Office, lF : —>| Commercial Banks centre with | § rural
H accessed by all RFls R H | |Business Pc| i lati
i i | F| | and other related £ : : population
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: : E Y 2.Land fertility and L : PC : credit and
] w oA f : :
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1
1
1
1
1

Rural population contact these offices & vice-veism problem. These offices also advertise goameent programmes etc directly to them

Fig.9.1 Rural Integrated Computer Network Model for both, improved flow of agricultural credit and enhanced business activities

In the second strategy, RFIs could appropriatetggrate the banking activities
with the business activities. Primary Agricultu@dboperative Societies (PACS) generally
have various business activities associated wilikdtselling farm inputs, stationery, olil,
etc. Thus, business centre with e-business PC dmulshother one of such business and
the revenue so generated be appropriately reflectétbir balance sheets. The bank could

give the business executive salary/commission apgution to the service rendered and
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revenue generated. However, this would need appteppolicy changes and amendment
of the Banking Regulation Act (India - 1949), sattRFIs can also perform such business
activities in rural areas.

In the absence of optical fibre connectivity, teéephones with modems can be
used for connectivity since almost all the rurartohes have atleast one telephone. This
shall enable the RFIs, not only to provide improvsthking services but also provide
enhanced business services. This model is envigagemimputerize all the rural areas and
network them at national level to form brtegrated National Rural Netwark

It could be observed in the qualitative analyses the farmers, bank managers
encounter difficulties for accessing relevant datah as customer information from other
banks, details of land records, market prices airoodities, among others. This situation
is addressed by this model, which aims to providealr coordinated approach by
appropriately integrating various related instdn8 and leveraging on ICT in RFIs, to
extend improved business and banking servicesral areas of India. Thus, tHeural
Integrated Computer Network Mod#limplemented well has the potential to provide
greater benefits. Variety of services can be offécelarger rural population by the RFIs
since they have a wider readthis could be implemented, perhaps, at a lessestment
per region vis-a-vis that by the private agenc#ssjt would be implemented as a large

holistic project thus benefiting by economies ailsc

The National Bank for Agriculture and Rural Devatognt (NABARD) being an
apex bank for agricultural and rural developmeniniia can take a lead role in detailed
planning, designing and appropriately enable thplementation of this project. This
project as a whole no doubt, is challenging to enmnt, however, it is expected to
provide improved banking and other business amgitat a relatively lesser cost than
other such initiatives, by implementing appropriéd@Is and leveraging on the wide
spread network and existing infrastructure of RHisIndia. It would help in better
governance, access to institutional credit, itsedgesanction, better rural connectivity,
improved rural education, health services, micanfice, better information dissemination
and rural empowerment, better price and busine$srsoffor the farmers’ produce
increasing rural-urban business activities. Thisusth be implemented keeping the social
objective also in mind, which would help to achigke Millennium Development Goals.

Such networks need to be implemented in all dewetppations so that the urban-rural
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divide in minimized fostering rural development.uBh this would help in achieving a

balanced socio-economic rural development in dg@iegpnations.

9.6. RECOMMENDATIONS
The recommendations which emerge from the resestucly are as below;

1. Government should make higher budgetary allocation increased flow of
institutional agricultural credit which is one dfet most essential prerequisite for

agricultural development.

2. All the rural bank branches should be computerigeddiscussed it would bring in
additional transparency, increase its operatioffaliency and improve management
and help reduce frauds, among others. Governmehbamnks should take policy level
measures to ensure that computerisation in runaks@ taken up on priority basis

with special financial allocation for the same.

3. Increased flow of institutional credit to the deseg and eligible agriculturalist needs
to be strictly ensured. This can be enabled by caerigation of RFIs with accurate
and updated databases of rural population. Indhiction the Government should
explore setting up of Credit Information Bureau mtefr rural India. This could be
termed ‘Rural Credit Information Bureau’ housingdaped credit related details of the
rural population in a strong secure environment.b&nks can appropriately access
and use this database as the reference pointriotisaing credit. In this direction, the
RBI/Government should establish standards and evible best and uniform formats
to be followed by all banks for all their rural wpgons for secure interoperability,
improved decision making, easier maintenance odldete, efficient monitoring of

rural operations and speedy report generation, gratrers.

4. Increased training to use computerised bankingatipeis need to be rendered to the
rural banking staff. Keeping in view the strategid future requirements, skilled staff
has to be recruited. During the process, it shaldd ensure that they are motivated to
serve the rural areas. Similarly, a programme &ater awareness among the rural

masses on the bank computerisation should alsarbed out.

5. The government and banks should, as a speciahtinédj enable the use of Kisan
Credit Cards as an electronic payment instrumeaninorganization and use it in any

ATMs across India, free of cost to the farmers.
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6. The Rural Integrated Computer Network Modbly leveraging on the existing
extensive infrastructure of RFIs for enhanced re@inectivity discussed earlier is
strongly recommended. NABARD should take activee oy setting up an exclusive

department for its successful implementation anditoong, across the nation.

7. All government offices related to agricultural dtednd agricultural activities have
also to be computerised and connected to all Reirglncial Institutions, on priority

basis.

9.7. Scope for further research

The following is the outline of the limitations dhe research discussed in
Chapterl,

The research is limited to the state of AP. Theassh has been conducted with
respect to Commercial banks and Cooperative banks while excluding the RRBs.
State Bank of India could be surveyed in all thetrdits, instead of the Lead banks in
respective district which were originally plannéithe computerised commercial banks
surveyed in West Godavari and Chittoor district evesemi-urban branches having
substantial agricultural lending/banking activitiéd/hereas, in the case of Nizamabad
district was able to survey the computerised rcoahmercial bank. The sample size of the
ITS and TM is quite small. Maximum possible chagaistics and attributes of agricultural
banking for obtaining the responses on the stradtuestionnaire and quantifying the
intangible benefits of computerisation were ideatif However, these are extensive but

not exhaustive.

Thus, from the above limitations of the presentlgtuhe below is the broad scope

for further research.

In this research the characteristics and theirbaties on which responses was
obtained were extensive but not exhaustive, andeh&riure research could identify more
relevant characteristics and attributes to study ithpact of computerisation on the
organization as a whole and as part of the coninetiharket. Other districts, states and
agro-climatic zones could also be studied and coetpto obtain better insight into the
development enabling potential of ICT. Further sadmay also look into the
computerisation aspect in RRBs, thus, coveringwhele of RFIs. Effort must also be
made to specifically conduct research with respe¢he Lead bank in each district. It is

also expected by the end of this research that gowadber of rural branches may be
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computerised, unlike they being in the processoafijguterisation during the present study
and hence only rural branches could be studied.préasent research was vertical study
with responses from farmers to the top managemeémgreas, in future horizontal study
may be undertaken with more samples of the top gemant and IT staff. This could also
be undertaken across banks for comparative studyamine the effect of the strategy of

implementation by different banks on the improvetradragricultural banking activities.

Further research could be carried out in termsaskcstudy of a rural financial
institution with respect to the process of compa&ion and analyzing the short-term and

long-term strategic benefits vis-a-vis the detaflaeincial analysis for computerisation. .

As recommended for Rural Integrated Computer Network Modelthis research, a
more detailed plan of implementation linking alethanks and related entities to form a
strong information and value-added network needsetavorked out. Other alternatives
can also be explored, on how best the vast infreistre of rural financial institutions
could be leveraged for improved banking serviceicafjural credit, agro and commercial

activities for improved agricultural and rural de@ment.

Overall, it can be concluded that Information ara@rn®hunication Technology in RFIs
should be taken full advantage to achieve the evad gf rural prosperity and human

emancipation
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LIBRARIES VISITED AND EXPLORED FOR SECONDARY DATA

1. IndiraGandhi Memorial Library (IGML), University of Hyderabad, Hyderabad.

2. Ingtitute for Development and Research in Banking Technology (IDRBT),
Hyderabad.

3. State Bank of IndiaInstitute for Rural Banking (SBIRD), Hyderabad.
4. City Central Library, Ashok Nagar, Hyderabad.
5. National Institute of Rural Development (NIRD), Rajendranagar, Hyderabad.

6. National Ingtitute of Agricultura Extension Management (MANAGE),
Ra endranagar, Hyderabad.

7. National Bank for Agricultural and Rural Development (NABARD), Hyderabad.
8. Indian Institute of Management, Bangalore.

9. Indian Institute of Science, Bangalore.

10. Jawaharlal Nehru University Library, Delhi.

11. Delhi University, North Campus, Delhi.

12. Delhi University, South Campus, Delhi.

13. Faculty of Management Studies, Delhi.

14. Institute of Economic Growth, Delhi.

15. Ratan Tata Library of Delhi School of Economics, Delhi.

16. Referred the library of Indian Institute of Technology, Delhi.

17. State Bank Institute of Information and Communication Management, Banjara
Hills, Hyderabad.
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and the resource availability

Brief Summary of Agricultural Credit requirement from Commercial Banks

(Rs. Crores)
Credit requirements | Assuming increase | Resources available
Y ear at 1984-85 prices in credit requirement | at current prices
at 5% per annum

1989-1990 12, 551 16, 019 19, 948
1994-1995 20, 306 33,076 34, 237
1999-2000 30, 804 64, 037 57,035
Source: "Agriculture and Industrial Survey 1994, IV Volume, Vadamalai Media (P) Ltd., 1993-

94, Pg.47.
A-13 Sectoral Deployment of Gross Bank Credit by Major Sectors

(Rs. Crores)
_____________ Outdtandingason _ _ _ _ __ _ __ __
Sectors March 31% [ March 29" | March 28" | March27™ | March 26" | March 24"
1995 1996 1997 1998 1999 2000

Gross Bank Credit | 196, 185 | 231, 860 258, 991 300,283 | 342,012 | 400, 818
Priority Sectors 64, 161 73, 329 84, 880 99, 507 114,611 | 131, 827
Agriculture 23,983 | 27,044 31, 442 34,869 |39,634 |44,381
Priority Sector asa
% to Net Bank 333 321 34.5 335 33.8 331
Credit
Agricultural Sector
credit asa % of 125 11.9 12.8 11.7 11.7 11.1
Net Bank Credit
Note: Datarelated to selected scheduled commercial banks which amount for about 90-95% of

bank credit of all scheduled commercial banks. Gross bank credit data include bills
rediscounted with RBI, IDBI, EXIM bank, other approved financial and inter-bank

participants.

Source: Annua Reports on Trends and Progress of Banking in India, RBI, 1996-97, 1998-99 and

1999-2000.
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Five Stage Stratified Purposive Sampling Technique

5 stage Stratified
Purposive Sampling

v

Andhra Pradesh

First Stage

Region
selection

Coastal AP region

Second Stage

Rayal seema region

\

Telanganaregion

Distrivct y A y
seteeton West Godavari district Chittoor district Nizamabad district
Third Stage
Bank selectio > / \ / \ / \
State Primary State Primary State Bank Primary
Bank of Cooperétive Bank of Cooperative of India Cooperétive
Félruar;hchStage India Society India Society Society
selection, .~ > | | | | | |
| J | 1 —
Computerised Computerised Computerised Computerised Computerised Computerised
Branch Branch Branch Branch Branch Branch
Farmers Farmers Farmers Farmers Farmers Farmers
| Bank | Bank Bank Bank lp| Bank | Bank
5" Stage
Manager Manager Manager Manager Manager Manager
Rgzlp:cft‘gi“‘ Accountant Accountant Accountant Accountant Accountant Accountant
Field Staff & Field Staff & Field Staff & Field Staff & Field Staff & Field Staff &
IT Staff IT Staff IT Staff IT Staff IT Staff IT Staff
Non - Non - Non- Non - Non - Non -
Computerised Computerised Computerised Computerised Computerised Computerised
| Branch > Cooperative Branch Cooperétive " Branch > Cooperétive
Farmers Farmers Farmers Farmers Farmers Farmers
Bank Mg, Bank Mgr Bank Mgr Bank Mgr Bank Mgr Bank Mgr
Accountant & Accountant & Accountant & Accountant & Accountant & Accountant &
Field Staff Field Staff Feld Staff Field Staff Field Staff Field Staff
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Area, Productivity & Production of AP's Major Food

A-15

Area, Productivity & Production of AP's Major Food Grain Crops

Grain Crops:- Rice, Jowar and Maize

Average of 5 years 1994- Average of 6 years 1994-95
95 to 1998-99 1999-2000 to 1999-2000
Area in Producti Producti |ProductilArea in |Producti
lakh  |Productivijonin  |Areain |vityin |onin [lakh |vityin |Productio
Sl. hectar [ty in Kgs/ |lakh lakh Kgs/ lakh hectare Kgs/ nin lakh
No.|Crop |es Hect tonnes |hectares |Hect tonnes |s* Hect* [tonnes*

a b C d e f g h [ i k
1|Rice” 38.51 2609 98.73] 40.14] 2710 106.38] 38.78| 2625.83 100.01
2Jowar™| 8.45 699 5.91 7.36 728 5.35] 8.27] 703.83 5.82

Maize™M
3N 3.62 2963 10.78 452 3258 14.72 3.77/3012.17 11.44]

Source: "Season and Crop Report of Andhra Pradesh 1999-2000", 1409 FASLLI,
Directorate of Economics and Statistics, Government of Andhra Pradesh, Govt.
Secretariat Press, Hyderabad, 2002.

N Table 6.1 pg. 32;

M Table 6.2 pg. 41;

AMA Table 6.5 pg. 45.

* |, jand k calculated from ‘cf', ‘d g’ and ‘e h’ respectively.

Important Notes

1. Rice is the principal staple food crop

grown in all districts in the state of AP. It

accounted for 30.8 percent of the total cropped area and 77.7 percent of the total food
grains production during 1999-2000.

2. Next to Rice, Jowar is the principal foodgrain crop in the state of AP. It is sown both in
Kharif and Rabi seasons. AP stands fourth in area and production of Jowar Crop among
the states in India. The area sown under Jowar was 7.36 lakh hectares during 1999-2000.

3. Maize crop is mostly gorwn in Nizamabad, Medak, Warangal, Karimnagar and Adilabad
districts together accounted for about 72.6 percent of the total area under the crop in the
state of AP.

Source: "Season and Crop Report of Andhra Pradesh 1999-2000", 1409 FASLI,
Directorate of Economics and Statistics, Government of Andhra Pradesh, Govt.
Secretariat Press, Hyderabad, 2002, pg. 32 and 45.
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A-16&A-17

Average Ground Level Credit and Average Rice Produion
(Avg. of 1997 — 2001)

A-1.6

Average Ground Level Credit District wise

(AP Rank and Rank within region)

A-1.7

Average Rice Production District wise

(AP Rank and Rank within region)

(Rs. Lakhs)
AP R_an_k L Gr?grféal?:vel

Rank | Within District Credit: 1997-98

region to 2000-2001
Coastal Andhra Region 203,672
1 1|Guntur 45591
2 2|West Godavari 45122
3 3|East Godavari 31056
4 4|Krishna 26864
5 5|Prakasam 21003
9 6[Nellore 15918
18 7|Visakhapatnam 10339
19 8|Srikakulam 6854
22 9|Vizianagaram 5244
Ralayseema Region 61,076
6 1)Anantpur 20642

7 2|Chittoor 18441
13 3|Kurnool 12294
17 4|Cuddapah 10483
Telangana Region 95,193
8 1|Nizamabad 16584
10 2[Warangal 14925
11 3|Mahabubnagar 14117
12 4|Khammam 12386
14 5|Karimnagar 11574
15 6[Medak 11449
16 7|Nalgonda 11269
20 8|Rangareddy 6384
21 9|Adilabad 6025

Ground Level

Credit Source:

“State focus P

aper: 2001-2002

Andhra Pradesh" , NABARD,
Regional Office, Hyderabad,

Statement 26,

pg. 208-209.

(Tonnes)
ap | Rk . erodustion:
Rank | Within District 1997-1998 to

regron 2000-2001
Coastal Andhra Region
1 1{|West Godavari 1481
2 2|Krishna 1228
3 3|East Godavari 1151
4 4{Guntur 994
7 5(Nellore 608
10 6|Prakasam 399
12 7|Srikakulam 348
16 8|Vizianagaram 244,
19 9|Visakapatnam 145
Ralayseema Region
14 1|Kurnool 269
17 2[Chittoor 206
18 3|Cuddapah 160
19 4{Ananthapur 150
Telangana Region
5 1|Karimnagar 730
6 2|Nalgonda 704,
8 3|Warangal 448
9 4Khamman 420
11 5|Nizamabad 388
13 6|Mahaboobnagar 282
15 7|Medak 249
20 8lAdilabad 146
22 9|Rangaraddy 122
23 10|Hyderabad 0

Rice Production Source:

Season and Crop Report of Andhra Pradesh
1999-2000, 1409 FASLI, Directorate of
Economics and Statistics, Government of
Andhra Pradesh, Govt. Secretariat Press,
Hyderabad, 2002, Detailed Table - V B, pg.322.
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A _ 18 FQ. No.

Questionnaire to the Farmers

This is part of theDoctoral study being conducted at School of Management Studies,
University of Hyderabad to understand the probletmst farmers face in availing credit from
agricultural banks. Kindly fill th@ption number in the empty box corresponding to the questiore Th
personal details will beconfidential and all the information provided shall be used Agademic
purpose only.Your suggestions are very valuable for evolving théuture plan for agricultural

banking and rural development.Your cooperation would be most appreciated.
Prem Syamsundar
Research Scholar

1. Confirmation Details
1.1 Have you availedgricultural credit from any rural bank in the past five years?

Kindly mark ‘1’ for ‘Yes, and 2' for * No', in the box provided beside. I:I

If ‘Yes, then please continue.'No’ pleasderminate, Thank you.

2. Agriculture and Credit Information
2.1 What is the average acres of land utilized foragiral activity?
1. <2.5acres 2. 2.5 acres to 5 acres 3.>5 acres I:I
2.2 Of theabovewhat is the average yoR;2.1) Own:__ 2.2.2 or Lease in: 2.2.3 or Lease out to others: .

2.3 What are the twonajor crops grown in each season?
1. Rice 2. Wheat 3. Maize 4.Raggi 5.Sugarcane 6.Cotton 7. Oilseeds 8. Others

231 Rabi [ | &[ | 232 khaf |&[ ]| 233 summer| | 4 ]

2.4 Average Cost and Average Revenusf Agricultural Production per year per acre. (‘000 = k)
Rupees 1 <3k 2.3k — 6k 3. 6k — 9k 4. 9k — 12k 5.12k — 15k 6.15k — 18k 7.18k — 21k 8.> 21k

Current Year Last year
Average Cost of Agricultural Production 24.1.1 2421
Average Revenue from above Agricultural output . 2422

2.5 & 2.6 Details ofAverage Agricultural Credit availed forcurrent andlast year.('000 = k)

2.5Rupees 1 <3k 2.3k -6k 3. 6k — 9k 4.9k — 12k 5.12k — 15k 6.15k — 18k 7.18k — 21k
8.21k — 24k 9. 24k-27k 10.27k — 30k 11.30k — 33k 12.33k — 35k 13.> 35k

2.6 Term of Credit: 1: Short Term<€ lyear) 2: Medium Term {- 4 year9 3: Long Term ¢ 4year9

Rupees Current Year Last Year
Q.no Rupees Q.no | Term Q. no Rupees Q. no Term

Money lender 25.1.1 26.1.1 25.2.1 2.6.2.1
Relatives/Friends 251.2 2.6.1.2 2522 2.6.2.2
Landlords 25.1.3 2.6.1.3 25.2.3 2.6.2.3
Commercial Banks/ RRBY 2.5.1.4 2.6.1.4 2524 2.6.2.4
Cooperative Banks 25.15 2.6.1.5 2525 2.6.2.5

TOTAL 25.1.6 25.2.6

2.7 What are the interest rates anddtieantages & disadvantagesf receiving credit from below agencies?

Agencies Interest Advantages Disadvantages
rates (%)

2.7.1 Money lender
2.7.2 Relatives/Friends
2.7.3. Landlords

2.7.4 Commercial Banks / RRBS
2.7.5 Cooperative Banks
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2.8 What is the average amount/percentage of expeaon the below major agricultural inputs?

Agricultural 28.1 | 28.2 2.8.3 284 |[28.5 2.8.6 2.8.7 2.8.8 Total
Inputs Seeds | Fertilizers | Pesticides| Pump | Agricultural | Cows/Buffalos/| Land Manpower

se Implement | Bullocks Improvemer
Avg. Amount / % 100

3. Banking Transaction Experience
3.1 Does your bank use computers for banking ojes (Kindly markl for ‘Yes’and 2 for ‘No’) .

3.2 Do you think that computerisation of bankingeigtions, will improve banking service(non-
computerised bank)ave improved the banking service(computerised bani#¢}¥es 2-No 3-Don’t know

3.3 — 3.7 Kindly use the following options for Q.1803t0 Q.no.3.7. .
1. <5mins 2. 5-10mins3. 10-15mins 4.15-30 mins 5. more than 30 mins

Questions Q.no. | Ans.
After waiting in queue, what is theverage timetaken to get your turn? 3.3
After getting your turn, what is theverage timetaken to complete your transaction? 3.4
What is theaverage timetaken to update your passbook? 3.5
What is theaverage timetaken, to get to, meet the manger for any clatiins? 3.6
What is theaverage timetaken from home to go to bank for availing agtierd! credit? | 3.7

3.8 — 3.10 Kindly use the following options for @.8.8to0 Q.n0.3.10
1. one day 2.2-5days 3.6-10days 4,11 -15days 5. more than 15 days

Questions Q.no. | Ans.
How many days do you spend to get tRe Dues Certificate’ from other Banks to g¢ 3.8
agricultural credit from your bank?
Approximate number of days to sanction the credit? 3.9
After how many days do you repay your loans aftettigg cash from selling yoy 3.10
agricultural production?

3.11 to 3.20: Kindly mark for ‘Yes and2 for ‘No’

Questions Q.no. | Ans.

Do you find the bank crowded with people during tradsyour visits during season? 3.11
Do you find the bank crowded with books, ledgeepgrs etc.? 3.12
Does the bank staff take long time to locate yaaoants and for transaction? 3.13
Does the bank staff take long time to process goguments? 3.14
Is any information you seek provided quickly? 3.15
Do the bank officials frequently tell that they éesy and are inattentive? 3.16
Do bank officials send you off without any reason? 3.17

Is there a need to keep aside a day for bankingpgeronly? 3.18
Do you experience any red-tape while getting adjxical credit? 3.19
Do you experience any corruption while getting egjtural credit? 3.20

3.21 Approximate number of visits to the bank fritva time of application to sanction of credit. .
1. 2 visits 2. 3 -5 visits 3. 6 — 8 visits 4. Others, pl. specify -

3.22 What are the varioaifficult procedures you experience in sanctioning of agricultural @2dWhat
according to you should be donesimplify them?

3.22 a Please allocate 100 points across the filtpaccording to the importance to you for Agrioudtl credit operations.

1 Policies on Aricultural Credit Operatior
2 Infrastructur

3 Administrative and Procedural Activiti
4 Attitude of People/Bank Stz

100
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3.23 Tick ¢) in appropriate boxes based on your perceptionw&/ien the below characteristics of banking
operations

1.Least Favourable 2. I\*ot Favourable 3.0k /Avg 4. Fa¢vourable 5. Most Ftlvourable

Agencies 2> Commercial banks Cooperatives

ilc',. Characteristics @ @ @ @ @ @ @
3.23.1 | Location 1 2 3 / 5 1 2 3 4 5
3.23.2 | Accessibility
3.23.3 | Procedures i 2 3 4 5 i 2 2 4 5
3.23.4 | Interest rates
3.23.5 | Behavior of the bank officials persons il 2 2 / 5 il 2 3 / 5
3.23.6 | Interactive
3.23.7 | Terms and conditions il 2 3 4 5 il 2 3 4 5
3.23.8 | Repayment installments (in terms of amount)
3.23.9 | Repayment flexibility (in terms of time) i 2 3 4 5 il 2 3 4 5
3.23.10| Availability of the concerned person
3.23.11| Cooperation of person in-charge 1 2 3 4 5 i 7 3 / 5
3.23.12| Agricultural credit sanctioning time
3.23.13| Official documentation language il 2 3 / 5 il 2 3 4 5
3.23.14| Bankers/Lenders sensitivity to your needs
3.23.15| Bankers/Lenders have concern for your probleq i 2 3 / 5 il 2 3 4 5
3.23.16| Passbook entries
3.23.17| Working speed il 2 3 4 5 il 2 3 4 5
3.23.18| Banking/Lending transactions
3.23.19] Credit schemes il 2 2 /4 5 il 2 3 4 5
3.23.20| Advertisement of various credit schemes
3.23.21| Principal amount il 2 3 / 5 il 2 3 4 5
3.23.22| Working hours
3.23.23| Process of taking collaterals and asset documg 1 2 2 / 5 il Z 3 / 5
3.23.24| Overall

4. Personal Details Name (Optional)

4.1 GenderNlaleFemale): 4.2 Age: 4.3 Village: 4.4 District:

4.5 Name andodeof thebank you availed credit:
4.6 Family size, educational details and earniegiimers (Average).

Education 4.6.1 Primary | 4.6.2 Secondary 4.6.3 Intermediate | 4.6.4 Graduatiorn| 4.6.5 Total Family | 4.6.6 Earning Members

Number

4.7 Details of average familgcome per year.
Rupees 1.<12,000 2.12,000-24,000 3.24,000-36,000 4.36,000-60,000 5. more than 60,000

4.7.1 Current Year|:| 4.7.2 Last Year|:|

4.8 Details of average familyxpenditure per month.
Rupees 1.500-1,000 2.1,000-1,500 3.1,500-2,000 4.2,000-2,500 5. Others, pl. specify

4.8.1 Current Year |:| 4 Badt Year I:I
4.9 What are your suggestions to improve banking sesvio agricultural borrowers?

Thank You
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A-19
Questionnaire to the Bank Managers in Rural Branches

BQ. No.

This is part of thé®octoral study being conducted at School of Management Studiesdsity of
Hyderabad to analyse the problems that the bandecsunter while sanctioning agricultural credit amolv
information and communication technologies canfyga@priately managed to improve the efficiencyurat banks.
Kindly fill the option number in the empty box corresponding to the questioforination provided shall be

confidential and used foAcademic purposes onlyYour suggestions are very valuable to evolve the tiure for

computerising agricultural banking and for rural de velopment.Your cooperation would be most appreciated.

1. Confirmation Details

Prem Syamsundar
Research Scholar

1.1 Does your bank provide agricultural creditamiers?  Kindly markfor ‘Yes & 2 for ‘No’ |:|

If “No’ then, kindly terminate, Thank you. IYés, please continue.

1.2 Your branch Computerisation details. Your bisnk
1. Fully Computerised 2. Front office only 3. Back Office only 4. Not at all computerised I:I

If ‘Not at all computerised’, then kindlyskip theguestions marked with ©

2. Banking Operations Details

2.1 What are the difficulties that you encountefle/granting loans to the farmers?

2.2 Your opinion on th@otential benefitsof computerisin

and later networking of all PAG®al branches/ZOs/HOs.

Potential benefits to Farmers

Potential benefitso Banks |

Hint: Increase in operating efficiency, reduction n transaction cost, easy
accessibility and verification of farmers documentsetc. speed up the sanction of
credit to farmers etc.

2.3 What do you think are th€onstraints for Computerisation & Problems after computerisation of

PACS/rural branches and ZOs / HOs? What are y@ggesiions to overcome them?

Constraintdor computerisation:

Suggested solutions

Problemsafter computerisation:

2.4 Computerisation of which other agencies cap bpéed up the sanction and recovery of credanodrs?

2.5 Kindly comment on thReturn on Investmentof Computerisation and Networking of PACS/ruralrmnaes?

Bankers Questionnaire
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2.6  What is your opinion on theequirement of skilled staff andtraining requirements of existing staff to

perform computerized operations?

2.71f your PAC/branch is not computerized reasons for not yet computerising? When doegend to computerize?

2.8102.18 If your bank isnot computerised than respond in thélanual Operations column. If it is

computerisedthan respond in theomputerised Operations© column.

1 <5 mins 2. 5-10 mins 3. 11-15 mins 4.16 — 20 mins 5. >20 mins
Questions Manual Opts | Computerised Opts©
Averagetime taken to complete one transaction of a farmer 2.8.1 2.8.20
Averagetime taken to update a passbook of a farmer 2.9.1 2.9.20
Averagetime spent on paper work per day 2.10.1 2.10.20
Averagetime spent interacting with farmers per day 2.11.1 2.11.20
1<20 2. 20-50 3. 51-80 4..81-110 5. >110
Averagenumber of accountsin your branch (nos.) 2.12.1 2.12.20
Averagenumber of loan applications receivedn your branch (nos.) | 2.13.1 2.13.20
Averagenumber of agricultural loans sanctioned(nos.) 2.14.1 2.14.20
1. <Rs.10,000 2. 10,000 - 20,000 3.21,000 - 30,000 4.31,000-40,000 5.>40,000
Averageamount of agricultural loans sanctioned(Rs.) 2.15.1 2.15.20
Averageamount of deposits(Rs.) 2.16.1 2.16.20
1. <2 days 2. 2 -4 days 3. 5-7days 4..8-10 days 5. >11 days
| Averagenumber of daystaken to sanction a case of agricultural crej 2.17.1 | | 2.17.20 | |
1. <30% 2. 31-50% 3. 51-70% 4..71-90% 5.>90%
| Percentage repayment of credit [ 2181 | [ 21820 | ||

2.19a Please allocate 100 points across the faifpwiccording to the importance to you for Agrictdtucredit

operations.

1 Policies on Agricultural Credit Operatic
2 Infrastructur:

3 Administrative and Procedural Activiti
4 Attitude of People/Bank Stz

2.19 Tick ¢) in appropriate boxes, across the below attribotémnking operations.

100

Leave the columns o€omputerised banking Operations BLANK if your branch isiot computerised.

Manual banking Operations JComputerised banking Operationg
ﬁcl)' Variables / Characteristics \;g[)yr Poor| OK | Good (\3/?)2; \Iéce)[)yr Poor | OK |Good (\3/?)2;
2191 |Office space occupation of boolsr p - - P - . - - / -
manual operations) Or Computers = e d ) - . < - ) -
2192 |Cost of procurement of the above
2193 |Cost of maintenance of the above i 2 3 4 5 il 2 3 Z 5
2194 |Cost and need of Special environment
(dust free, AC etc.)
2195 |Dependability on electricity / UPS i 2 3 4 5 il 2 g 4 5
2196 IChances of duplication of work
2197 ISpace for old data i 2 3 Z 5 1 2 = | 4 5
2198 1Over crowded with people
2199 JFear of losing data / work getting stopf 1. 2 2 4 5 . 2 3 Z 5
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Manual banking Operations JComputerised banking Operationg
ﬁ(l)' Variables / Characteristics \éggyr Poor | OK | Good gg% ggg’r Poor | OK | Good \Glg(%
2.19.10 |Operation / working efficiency 1. 2 3 Z 5 1 2 3 4 5
21911 ITraining
2.1912 |Operations are User-friendly 1 z 3 4 5 1 2 < 4 5
2.19.13 IDeletion of data
21914 Al related data updating and balancil . 5 2 4 5 g 5 2 /4 5
of records
2.19.15 JPassbook updating
2.1916 |Clarity in passbook entries 1 2 3 4 5 d 2 2 4 9
2.19.17 IClarification attended to
21918 |End of day, Closing and balancing of 7 5 z 4 r 5 5 2 /4 5
accounts
21919 |Referencing and cross-referencing of
data available at different places.
21920 IData and records searching/Tracing| i 2 2 4 o { 2 3 2 S
21921 |Data Analysing
21922 |Prompting facility d. z | ef 4 5 ! 2 3 E
2.19.23 |Decision making
2.1924 |Ability to create a scenario . 2 3 4 5 d Z 2 4 9
2.1925 |Reliability
21926 |Accuracy i 2 | & | 4 5 4 z | = | 4 E
21927 ITaking Backup
21928 [Taking multiple copies 1 2 | 2 4 5 d 2. | = £ S
2.19.29 |[Communication with other
banks/ZO/HO
2.19.30 |Agricultural credit sanctioning time 1 2 3 4 5 1 2 2 4 D
21931 IWorking Speed
21932 |Overall banking transactions 1 2 3 4 5 i Z 2 4 9
2.19.33 [Processing of Collateral/Asset documgnts
2.19.34 IBehaviour of Bank Staff to farmers 1 2 3 4 5 i 2 2 4 E
2.19.35 ICooperation from bank staff to farmeys
21936 |Bankers are interactive with farmers| 1. 2 o 4 5 d 2 £ ‘ E
2.19.37 |Bankers sensitive to farmers needs
2.19.38 |IBankers sensitive to farmers problen|] . 2 3 4 5 i 2 2 4 E
21939 |Repayment Installments
21940 [Repayment Flexibility i. 2| =] 4 5 ] 2 3 2
2.1941 {Error identification
21942 [Corrections il 0 B S ] 2. 3 -
2.1943 JRough use/Handling
21944]0verall Service i 2 | =8| 4 5 i 2 | &8 ] 4 5
2.20 Tick ¢) in appropriate boxes, across the attributes pkipg operations
3l _ . Ve Ve
o Variables / Characteristics Pogyr Poor | OK | Good G Oc%
2201 || ocation 1. 2 E 4 S
2202 JAccessibility
2203 Interest rates i 2 < /J' S
2204 ITerms and Conditions
2205  ICredit Schemes i 2 2 f S
2206  JAdvertisement of Various credit schemes
2207 |Working hours ] 2 E /J' S
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2.21© If a technical problem with a computer systrequires your bank technical personnel or aggsibnal form
city, how many days it takes for him to come, repaid put back the systems in working condition? |:|

1.<2days 2.2-4days 3.5-7days 4.8-10days5.11- 13 days 6.>13 days

3. Personal Details (Information is kept strictly confidential and used for statistics purpose only)

Name (Optional): 3.1 Designation: 3.2 Branch aam 3.3 Village:
3.4 District: 3.5 Total numbers of Villagesder this branch:
3.6 What has been your total period of experiendgnking sector and total experience in rural &nan
Years: 1.<1 2.1-5 3.6-10 4,11-15 .16-20 6. Others, pl. specify
3.6.1 Total period of experience in banking se 3.6.2 Total period of exp. in Rural Bran

3.7. Any suggestions to improve the flow of agitiexal credit?

Thank You
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IT Q. No.

A-1.10
Questionnaire to the IT Staff / System Administratos in Banks

This is part of theDoctoral study being conducted at School of Management Studiesyesity of
Hyderabad to analyse the problems that the banfegsionals encounter while sanctioning agriculturadit,
problems faced by the IT professionals to implemi@nsolutions in rural branches and how Informatiamd
Communication Technologies (ICT) can be approfsiateanaged to overcome the problems and improve the
efficiency in rural banks. Kindly fill the option lwerever provided, in the adjoining empty box. Tredoty
information shall be used f®esearch purposeonly. Your suggestions are very valuable for evolving the
future plan for agricultural banking and rural deve lopment.

Prem Syamsundar
Research Scholar

1. Confirmation Details
1.1 Do you work in the IT/Computer Department?

1.Yes 2.No 3.Third party implementing IT solutions |:|
If ‘No’, please Terminate, Thank you; else, please coetin

2. Computerisation Details

2.1 What according to you is a fully computerizedrich / PACS?
2.1.1 Front office Computerised |:| 2.1.2 Back @ff@omputerised H
2.1.3 Both Front and Back office Computerised athtanking activities done through them
2.1.4 Others, please specify...

2.2 In your opinion should rural financial instituts/branches be computeriseéd?¥ es2. No 3.Don’t know

If “Yes, please justify...

If “‘No’, please justify...

2.3 What according to you is the cost of ...

(Rs: 1. <1 lakh 2.1.5 lakhs 3.25lakhs 4.45lakhs 5.5 lakhs 6. Others, pl. specify)
2.3.1 Full-fledged computerization of a rural lnlarh PACS?
2.3.2 Networking of rural branches / PACS to tlistrict head office / DCCB.

2.4 What are the major constraints/problems enewadt by you while building and implementing IT
infrastructure in rural financial institutions bdres? (- Yes and 2 — No)

2.4.1 Lack of Office Space 2.4.2 Lack of canspower suple
2.4.3 Lack of enough people to maintain the infradtre 2.4.5 High maintenance cost

2.4.6 Lack of enough training to personnel usirggdystem 2.4.4 High cost to build and implement
2.4.7 Others, please specify... IT solutions

2.5 What is the attitude of the management of yaunk towards computerization of PACS/rural branghes

S. No. Percentage
25.1 Encourage computerization of rural brancheg
2.5.2 | Against computerization of rural branches

2.5.3 Management is neutral
Total 100
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2.6 Kindly estimate the below requirements for lyfaomputerized rural branch / PACS.

S. No. Cost of a unit| Number required
2.6.1 Server

2.6.2 Computer /PC

2.6.3 Dot matrix printer

2.6.4 Modem

2.6.5 Phone

2.6.6 UPS + battery (2 hrs backup)

2.6.7 Software

2.6.8 IT maintenance staff

2.6.9 Networking, cabling etc.

2.6.10 | Paper / Stationary

""" train one offici

2.6.10 | Training to use the systems Avg. time to EJ
I

2.7 What are the various computerized enabled ptsdbhat could be offered to agricultural farmergtofit
from computerized operations?

2.8 Do you think the setting up of Rural Creditdmhation BureaRCIB) having updated information and
linking up of rural branches/PACS to it would hdlp access authentic information needed for better
decision making by the managers and help improviewdtyral credit flow to farmers? |:|

1.Yes 2. No 3. May be, not sure 4. Don’t know
Kindly elaborate......

2.9 Do you think computerization of banks/PACS inggroved their functioning?
1. Yes 2.No 3. Somewhat 4. Don’t know |:|
2.10 What are the potential benefits of computéioreof banks and later networking themRGIB ?

2.10.1 Benefits to farmers:...

2.10.2 Benefits to banks: ...

2.11 What is your opinion on the Return on Investhaé Computerization and networking of rural braes?

2.12 Please allocate 100 points across the faligwitcording to the importance to you for Agrictdiicredit operations.

1 Policies on Adricultural Credit Operatic

2 Infrastructur

3 Administrative ad Procedural Activitie

4 Attitude of People/Bank Ste
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2.13 Tick (¥) in appropriate boxes based on your perceptiom&sien the below characteristics of banking

operations..
Manual banking operations Computerised banking operations
Sl. Variables / Characteristics very Poor OK/ Good very | very Poor OK/ Good very
no Poor Avg Good| Poor Avg Good
2.13.1 | Speed i 2]z 4 5 i 2 3 4 5
2.13.2 | Operation / working efficiency
2.13.3 | Learning to operate / use i 2 3 4 5 i 2 2 4 5
2.13.4 | Operations are user-friendly
2.13.5 | Data entry i 2 3 4 5 1 2 3 4 5
2.13.6 | Deletion of data entered erroneously
2.13.7 Automat|c_updat|ng of all related dat ; 5 5 / 5 Q 5 2 4 r
and balancing of records.
2.13.8 | Referencing and cross-referencing data
available at different places.
2.13.9 | Data retrieving i 2 3 4 5 a. 2 3 4 5
2.13.1q Data searching
2.13.1) Data analysing i 2 E Z 5 i 2 E 4 5
2.13.14 Error check
2.13.13 Prompting facility i 2 3 4 5 . 2 3 4 5
2.13.14 Decision making support
2.13.1 Ability to create a scenario i 2 3 Z 5 1 2 3 4 5
2.13.14 Dependability / Reliability
2.13.179 Taking backup i Z 3 4 5 1 2 2 4 5
2.13.14 Taking multiple copies
2.13.19 Communication with others within . - & - 5 5
il 2 3 4 5 1 2 3 4 5
and other bank branches
2.13.2( Secrecy maintained
2.13.2]) Rough use / handling i 2 3 4 5 i 2 3 4 5
2.13.2 Customer service
2.15.23 Working hours 1 2 3 4 5 i 2 3 4 5
2.15.24 End of day closing and balancing adcts
2.13.2H0ffice space occupation of books/compy i 2 e 4 5 1 7 2 4 5
2.13.2§ Space for old data
2.13.21 Cost of procurement / Purchasing i 2 3 4 5 1 2 3 4 5
2.13.2§9 Cost of maintenance
2.13.29 Cost and need of special environme ; 5 5 4 5 i 5 2 4 r
(AC., dust free etc.)
2.13.3(q Staff training
2.13.31) Dependability on electricity / UPS i 2 3 Z 5 1 2 3 4 5
2.13.37 Data redundancy / repetition
2.13.39 Fear of losing data/work getting stopp{ 1 2 2 4 5 a. 2 3 4 5
2.13.34 Over all service
3. Personal Details
3.1 Name (optional) : 3.2 Age: 3.3 Designation:
3.4 Bank & Branch name and Code: 3.5 Village 6 Bistrict:

3.7 Professional Qualifications
1. BE Computers Science 2. MCA 3. PGIE2S 4. NIT 5. CIIAB 5. Others [pecify |:|

3.8 Period of Experience:
Years. 1.<1 2.1-5 3.6-10 4.11-15 5.16 — 20 6. Others, pl. specify

3.8.1 In banking sector 3.8.2 In rural branches
3.8.3. In the IT/Computer Departmen 3.8.5 Inraraas in computer departmefftf3arty
4. Any other opinion you wish to share or any suggestion to be made?
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A_111 T™ Q. No.

Questionnaire to the Top Level Management of Banks

This is part of theDoctoral study being conducted at School of Management Studiesyesity of
Hyderabad to analyse the problems that the banfegsionals encounter while sanctioning agriculturadit,
problems faced by the IT professionals to implem@nsolutions in rural branches and the views o tbp
management of banks on how Information and Comnatinit Technologies (ICT) can be appropriately madag
to overcome the problems and improve the efficignayral banks. Kindly fill the option wherevergsided, in the
adjoining empty box. The below information shall lmed forResearch purposeonly. Your suggestions are
very valuable for evolving the future plan for agricultural banking and rural development.

Prem Syamsundar
Research Scholar

1. Confirmation Details
1.1 Do you work in the IT/Computer Departmentrothie Rural development department?

1.Yes 2.No I:I

If *‘No', please Terminate, Thank you; else, please coatin

2. Computerization Details

2.1 What according to you is a fully computerizedrnth / PACS?
2.1.1 Front office Computerised |:| 2.1.2 Back @ffi@omputerised H
2.1.3 Both Front and Back office Computerised alhtianking activities done through them
2.1.4 Others, please specify....

2.2 In your opinion should rural financial instituts/branches be computerisdd¥ es2. No 3.Don’t know
If *Yes, please justify...

If ‘No’, please justify...

2.3 What according to you is the cost of ...

(Rs 1.<1lakh 2.1.5 lakhs 3.2.5lakhs 4.45lakhs 5.5 lakhs 6. Others, pl. specify)
2.3.1 Full-fledged computerization of a rural llari PACS?
2.3.2 Networking of rural branches / PACS to tlizstrict head office / DCCB.

2.4 What are the majaronstraints/problems encountered while building, implementing and maimng IT
infrastructure in rural financial institutions bdres? ( - Yes and 2 — No)

2.4.1 Lack of Office Space 2.4.2 Lack of canspower suple
2.4.3 Lack of enough people to maintain the infredtire 2.4.5 High maintenance cost

2.4.6 Lack of enough training to personnel ushregdyste 2.4.4 High cost to build and implement
2.4.7 Others, please specify... IT solutions |:|

Kindly elaborate on the constraints; ....
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2.5 Do you think the setting up of Rural Creditdmhation BureayRCIB) having updated information and
linking up of rural branches/PACS to it would hdlp access authentic information needed for better
decision making by the managers and help to impfloveof agricultural credit to the farmer@

1. Yes 2.No 3. Not sure 4. Don’t know
2.6 What are thpotential benefitsof computerization of banks and later networkingrn toRCIB ?
2.6.1 Benefits to farmers:...

2.6.2 Benefits to banks: ...

2.7 Do you think computerization of banks/PACS ingzroved their functioning?
1. Yes 2. No 3. Somewhat 4. Don’t know I:I

2.8 What is your banks initiative to computerizeatbranches?

2.9 What are the various computerized enabled ptsdbhat could be offered to agricultural farmergtofit
from computerized operations?

2.10 What is your opinion on the Return on Investiad Computerization and networking of rural briaes?

2.11In wake of Chief Vigilance Commissioner’'s orderdd®f the business needed to be captured through
computers. This compliance is met by computerizimgan and semi-urban branches, since business
volumes are high here. What is the future of compzdtion of rural branches?

2.12 What is your opinion on the unemployment duedmputerization, the requirements of skilled fsaaid
training requirements of existing staff to perfocomputerized operations?

2.13 Please allocate 100 points across the follpwatording to the importance to you for Agricudtiucredit operations.

1 Policies on Aaricultural Credit Operatic
2 Infrastructur:
3 Administrative and Procedural Activiti
4 Attitude of Peopl / Bank Staff
100
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2.14. Tick ¢) in appropriate boxes based on your perceptionssien the below characteristics of banking
operations.

Manual banking operations | Computerised banking operatior
Sg Variables / Characteristics \;ggyr Poor 2\% Good \Glg% \;g(r,yr Poor (A)\Ifé Good ég(%
2.14.1 | Speed 1 2| 3 4 5 i 2 3 4 5
2.14.2 | Operation / working efficiency
2.14.3 | Learning to operate/use i 2 3 4 5 i 2 < 4 5
2.14.4 | Operations are user-friendly
2.14.5 | Input data / data entry i 2 3 4 5 1 2 3 4 5
2.14.6 | Deletion of faulty data entries
2.14.7 Automat|c_updat|ng of all related daf X 5 5 y 5 1 5 s 4 5
and balancing of records.
2.14.8 | Referencing and cross-referencing qata
available at different places.
2.14.9 | Data retrieving 1 2 3 4 5 a. 2 3 4 5
2.14.1qQ Data searching/tracing
2.14.1 Data analysing i 2 3 4 5 1 2 3 4 5
2.14.14 Error check
2.14.13 Prompting facility i 2 3 /i 5 1 2 3 4 5
2.14.14 Decision making support
2.14.14 Ability to create a scenario i 2 3 Z 5 1 2 3 4 5
2.14.14 Dependability / Reliability
2.14.14 Taking backup i 2 3 4 5 . Z_| = 4 5
2.14.19 Taking multiple copies
2.14.19 Communication with others within af . - & - 5 s
il 2 3 4 5 1 2 3 4 5
other bank branches
2.14.2(Q Secrecy maintained
2.14.2]) Rough use/handling i 2 3 4 5 1 2 3 4 5
2.14.27 Customer service
2.14.23 Working hours 1 2 3 4 5 1 2 3 4 5
2.14.24 End of day closing and balancing aqcts
2.14.24 Office space occupation of books/comp| i 2 e 4 5 1 7 2 4 5
2.14.29 Space for old data
2.14.27 Cost of procurement / Purchasing i 2 2 4 5 . 2 3 4 5
2.14.29 Cost of maintenance
2.14.29 Cost and need of special environmsg ; s | = / 5 1 s | = / 5
(AC, dust free etc.)
2.14.3(q Staff training
2.14.3]) Dependability on electricity / UPS i 2 E 4 5 1 2 3 4 5
2.14.33 Data redundancy / repetition
2.14.39 Fear of losing data/work getting stoppg i 2 2 4 5 a. 2 3 4 5
2.14.34 Overall service
3. Personal Details
3.1 Name (optional): 3.2 Age: 3.3 Designation:
3.4 Bank name : 3.5 Village 3.6 District:
3.7 Professional Qualifications
1. M.Com 2. MBA-Finance 3. M.A. 4. LLB5. CIIAB 5. Others pl. specify |:|

3.8 What has been your total period of experience irkiog sector and in rural development area?
Years 1.<1 2.1-5 3.6-10 4.11-15 5.16 — 20 6. Others, pl. specify

3.8.1 Total period of experience in banking s 3.8.2 Total period of exp. in Rural de\eemD
4. Any other opinion you wish to share or any sutjgago be made?
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A-1.12

Flow of Agricultural credit by different agencies

(Rs. Crore)
Sno Institutions 1994-95/1995-961996-971997-98 1998-99/1999-20007 1999-2001@
a b c d e f g

1 |Co-operative Banks 9,406 10,479 11,944 14,08% 15,957 1,8429 22,70¢
2 Short Term 7,250 8,331 9,328 10,895 12,571 14,648 17,598
3 Medium/Long term 2,156 2,148 2,616 3,190 3,386 3,781 5,108
4 |Regional Rural Banks| 1,083 1,381 1,684 2,040 2,460 3,32p 4,061
5 Short Term 688 849 1,121 1,396 1,710 2,517 2,412
6 Medium/Long term 395 532 563 644 750 812 1,649
7 |Commercial banks 8,25b 10,172 12,783 15,831 18,443 22,854 24,693
8 Short Term N.A. 5,345 6,549 8,349 9,622 11,697 10,973
9 Medium/Long term 8,255 4,827 6,234 7,482 8,821 11,157 13,720
10 [Total 18,744 22,032 26,411 31,956 36,86( 44,612 51,46(
11 |Percent increase 14 18 20 21 15 21 15

* Estimated @ Projection

Source:

atod: Economic survey, 1999-2000, Government of India, Ministry of Finance,
Economic Division, pg.142.

eto g: Economic survey, 2000-2001, Government of India, Ministry of Finance,
Economic Division, pg.164.
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Map of INDIA
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A-3.2

Map of state of ANDHRA PRADESH
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A-3.3

Map of WEST GODAVARI DISTRICT
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Map of CHITTOOR DISTRICT
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Map of NIZAMABAD DISTRICT
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