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Abstract 

The Indian financial system consists of different types of 

financial institutions which are responsible for the 

development of the country’s economy. Commercial banks 

are the major financial institutions and are the most active 

sector of the Indian money market. Commercial banks play 

an important role in the mobilization and allocation of 

resources in an economy. The performance of the 

commercial banks in a larger prospective affects the 

growth of the economy. The present paper attempts to 

study the working and operational performance of the 

Indian commercial banks. In this regards the indicators 

selected to study are Aggregate Deposits mobilized by 

Scheduled Commercial Banks, credits and investments 

made by the schedule commercial banks, Credit-Deposits 

Ratios, Investment-Deposits Ratios, and the Share of 

Scheduled Commercial Banks in the Priority Sector 

Lending.  This study covers the working performance of 

entire commercial banks which are operating in the country 

for a period of ten years. The paper concludes the schedule 

commercial banks of Indian have been significantly 

performing satisfactory and contributing to the national 

growth of the country. 

Keywords: Schedule Commercial banks, are Aggregate 

Deposits, Credit-Deposits Ratios, Investment-Deposits 

Ratios, Priority sector lending, etc. 

 

Introduction 

The Indian financial system comprises a vast network of 

different banks. The banking sector is the core segment in 

deciding the progress of the entire economy of the country. 

Activities of a modern economy are significantly 

influenced by the functions and services of banks and 

became an indispensable part of socio-economic life of the 

people. The banking sectors become an important segment 

of Indian economy for money market dynamics. Financial 

sector controlled and managed by banking industry works 

as a source for generating money supply. The commercial 

banks play a dominant role in the economic development 

of the country. It is well known that the rapid growth in the 

various sectors of the economy can be brought through 

efficient, effective, disciplined banking system (RBI report 

(2010)). The banking sector in India has played a pivotal  

 

 

role in the Indian economy. Financial institutions in India 

can broadly be classified into banking and non-banking 

institutions. Banking institutions are of three types: 

Commercial Banks, Industrial or Investment Banks and 

Rural Banks. Most active sector of the Indian money 

market is the commercial banking sector. The commercial 

banking structure in India consists of Scheduled 

Commercial Banks and Non- Scheduled Commercial 

Banks. Scheduled Commercial Banks constitute those 

banks which have been included in the second schedule of 

the Reserve Bank of India (RBI) Act, 1934. 

 

This study intended to analyze the working and operation 

of commercial banks. The indicators selected to study are 

Aggregate Deposits mobilized by Scheduled Commercial 

Banks, credits and investments made by the schedule 

commercial banks, Credit-Deposits Ratios, Investment-

Deposits Ratios, and the Share of Scheduled Commercial 

Banks in the Priority Sector Lending.  This study covers 

the working performance of entire commercial banks 

which are operating in the country. The period of the study 

is 10 years spanning from 2003-2004 to 2012-2013.  

 

 

Review of Literature 

Hawast and John (1977) in their study concluded that 

profitability of banks is significantly determined by the 

cost control methods adopted by a particular bank. They 

concluded that the high profit earning banks recorded 

lower operating costs. 

Shah (1979) in his study analyzed that bank profitability is 

linked with bank management, customer service and 

financial performance etc. 

Srivastava (1981) analyzed an important reason of low 

profitability is because of low productivity, and low 

productivity could be the result of inefficient methods of 

operation, bad layouts, excessive product variety, not up to 

par working conditions, power breakdowns and poor 

maintenance of records. 

Joshi (1986) in his study discussed the trends in profits and 

profitability of commercial banks since nationalization. 
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The factors leading to the deterioration of profitability are 

highlighted. 

Minakshi and Kaur (1990) in their study concluded that the 

bank rate and reserve requirements ratios have played a 

significant role in having a negative impact on the 

profitability of the banks in India. 

Mishra (1993) in his study has analyzed various factors, 

which have a bearing on a bank’s profitability.  

Raut, Kishore and Das Santosh (1996) attempted to 

examine and measure the profitability trend of the Indian 

commercial banks. Tarapore (1999) reviewed the policy of 

Reserve Bank of India and its possible effect on banking 

sector reforms. 

Shanmugam and Das (2004) studied the performance of 

Indian scheduled commercial banks with different 

categories during the period 1992-1999. They also 

established that the state bank group and foreign banks are 

performing effectively than the other banks.  

Sharad kumar and Sreeramulu (2007) have compared the 

Foreign and new sector banks with respect to their 

performance during the period 1997-2008.  

Usum et,al ( 2008) have studied the efficiency of 

nationalized banks, SBI and Foreign banks. According to 

their index foreign banks were performing more efficiently 

than nationalized banks.  

Uppal (2009) analyzed change in performance parameters 

and indicators of different categories of Indian commercial 

banks. They studied the factors influencing the banks 

relative share during 2003-2008. They concluded that 

period the public sector banks are having a significant 

share with respect to the total assets in all commercial 

banks. 

Sangmi and Nair (2010) in their research study, analyzed 

through the CAMEL Parameters, which looks into Capital 

adequacy, Asset quality, Management capability, Earnings 

capacity and Liquidity found that both the Punjab National 

Bank and Jammu & Kashmir Bank have adopted prudent 

policies of financial management and both banks have 

shown significant performance as far as asset quality is 

concerned. 

Dang-Thanh (2012) in his study applied a modified Data 

Envelopment Analysis to analyze the performance changes 

through time of the Vietnamese banking system in the 

1990-2010 periods. Based on the literature, it is evident 

that Banks in all the sectors increase their performance, in 

line with that, this study will try to evaluate those banks 

pertaining to their operating growth and performance. 

 

 

Research Methodology 

The present study makes the use of secondary data. The 

relevant secondary data has been collected mainly through 

the data bases of Reserve Bank of India (RBI), various 

reports and other studies. The study attempts to examine 

the operational performance of the commercial banks in 

India for a period of ten years. The study is confined only 

to the specific areas such as Aggregate Deposits mobilized 

by Scheduled Commercial Banks, credits and investments 

made by the schedule commercial banks, Credit-Deposits 

Ratios, Investment-Deposits Ratios, for the ten years 

period starting from the year 2004 to the year 2013 and the 

Share of Scheduled Commercial Banks in the Priority 

Sector Lending. In order to analyze the data and draw 

conclusions in this study, various statistical tools like 

Descriptive Statistics, F-Test Two-Sample for Variances 

has been done using through EXCEL and SPSS Software. 

 

Analysis and Interpretation of Data 

1. Aggregate Deposits of Scheduled Commercial 

Banks 

The deposits of the Scheduled Commercial Banks are the 

main source of credit mobilization of the banks. It is highly 

required by the banks to maintain the adequate level of 

deposits in the bank. The aggregate deposits comprises of 

the demand deposits and time deposits. 

Table No-1: Aggregate Deposits of Scheduled 

Commercial Banks in India (Rs. billion) 

 

 

 

Source: Database from Reserve Bank of India, 2013 

  

Table No-1 reveals the aggregate deposits of the schedule 

commercial banks with their growth rate, which has 

significantly increase over the period of time. The 

aggregate deposit has increased from 113.01% to 448.71% 

through 2005 to 2013. Similarly in the case of Demand 

deposit the growth rate in the year 2005 was 110.22% 

which has increased to 294.33% in the year 2013. For time 

Year Aggregate 

deposits 

Growth 

rate 

Demand 

deposits 

Growth 

rate 

Time 

deposits 

Growth 

rate 

2004 15044.16 - 2250.22 - 12793.94 - 

2005 17001.98 113.01 2480.28 110.22 14521.71 113.50 

2006 21090.49 140.19 3646.4 162.05 17444.09 136.35 

2007 26119.34 173.62 4297.31 190.97 21822.03 170.57 

2008 31969.4 212.50 5243.1 233.00 26726.3 208.90 

2009 38341.1 254.86 5230.85 232.46 33110.25 258.80 

2010 44928.26 298.64 6456.1 286.91 38472.16 300.71 

2011 52079.69 346.18 6417.05 285.17 45662.64 356.91 

2012 59090.82 392.78 6253.3 277.90 52837.52 412.99 

2013 67504.54 448.71 6622.99 294.33 60881.55 475.86 
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deposits also it has significantly increased from 113.50% 

in the year 2005 to 475.86% in the year 2013. 

A F-Test Two-Sample for Variances was performed to 

determine whether the demand deposits of the Scheduled 

Commercial Banks significantly differ from the time 

deposits of the Scheduled Commercial Banks in India. The 

Hypotheses framed are as follows: 

Ho: There is no significant difference in performance 

between Demand deposits and Time deposits; 

H1: There is significant difference in performance between 

Demand deposits and Time deposits; 

 

 

Table No-2:  Result of F-Test Two-Sample for 

Variances of Demand Deposits and Time Deposits 

 

  

Demand 

deposits Time deposits 

Mean 4889.76 32427.219 

Variance 2728917.914 279327901.6 

Observations 10 10 

df 9 9 

F 0.009769586   

P(F<=f) one-

tail 5.55118E-08   

F Critical 

one-tail 0.314574906   

 

The above table no-2 reveals the F-Test Two-Sample for 

Variances of Demand deposits and Time deposits. Looking 

at the data of F value (0.0097) it was found that it is 

smaller than the critical value of F (0.3145) that leads to 

the conclusion that Ho is not rejected. Hence there is no 

significant difference in the performance of demand and 

time deposits of the scheduled commercial banks. 

 

2. Credits Deployed and Investment made by 

Scheduled Commercial Banks 

 

One of the important functions of the commercial banks is 

credit creation. The investments made by the commercial 

banks are the window of deployment of funds. The credit 

creations of the scheduled commercial banks are done 

from its deposits. Investments of Scheduled Commercial 

Banks in India include only investments in government 

securities and other approved securities. Table No-3 

reveals the credit deployed and investment made by the 

scheduled commercial banks over the period of time and 

their growth rate. 

 

 

Table No-3: Credits Deployed and Investment made by 

Scheduled Commercial Banks (Rs.) 

  
Year Credit 

Deployed 

Growth 

rate 

Investments 

Made 

Growth 

rate 

2004 
8407.85 

- 
6775.88 

- 

2005 11004.28 130.88 7391.54 109.09 

2006 15070.77 179.25 7174.54 105.88 

2007 19311.90 229.69 7915.16 116.81 

2008 23619.13 280.92 9717.14 143.41 

2009 27755.49 330.11 11664.10 172.14 

2010 32447.88 385.92 13847.53 204.37 

2011 39420.83 468.86 15016.19 221.61 

2012 46118.52 548.52 17377.87 256.47 

2013 52604.59 625.66 20061.05 296.07 

 

Source: Database from Reserve Bank of India, 2013. 

 

 From the above table no-3, it was found that the credit 

deployed by the scheduled commercial banks has increased 

from 130.88% in the year 2005 to 625.66% in the year 

2013, which is 4.78 times. In case of Investment made it 

has significantly increased to 296.07% in the year 2013 

compared to 2005. 

 

3. Credit-Deposit Ratio and Investment Deposit 

Ratio 

The Credit Deposit Ratio of the bank indicates the creation 

of credit out of the deposits .Investment-Deposit Ratio is 

calculated by investments made by banks, divided by the 

aggregate deposits of the banks.  

Table No-4: Credit-Deposit Ratio and Investment 

Deposit Ratio 

Year Credit-Deposit Ratio 

(per cent) 

Investment-Deposit 

Ratio (per cent) 

2004 55.9 45 

2005 62.6 47.3 

2006 70.1 40.0 

2007 73.5 35.3 

2008 74.6 35.5 

2009 73.8 35.7 

2010 73.7 36.4 

2011 76.5 34.3 

2012 78.6 34.6 

2013 79.1 35.2 

Source: Database from Reserve Bank of India, 2013. 
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 Table no-4 reveals the credit-deposit ratio in the year 

2004 was 55.9%, which has an increasing trend over the 

period and in the year 2013, it was 79.1%. In case of 

investment-deposit ratio, the year 2005 recorded the 

highest i.e. 47.3%, then it declined to 34.6% in the year 

2012, whereas in the year 2013, it increased to 35.2%. 

An F-Test Two-Sample for Variances was performed to 

determine whether the Credit-deposit Ratio of the 

Scheduled Commercial Banks significantly differs from 

the Investment- deposit Ratio of the Scheduled 

Commercial Banks in India. The Hypotheses framed are as 

follows: 

Ho: There is no significant difference in performance 

between Credit Deposit Ratio and the Investment Deposit 

Ratio; 

H1: There is significant difference in performance between 

Credit Deposit Ratio and the Investment Deposit Ratio; 

 

Table No-5: Result of F-Test Two-Sample for 

Variances of Credit Deposit Ratio and the Investment 

Deposit Ratio 

    

Credit-Deposit 

Ratio  

Investment-

Deposit 

Ratio  

Mean 71.84 37.93 

Variance 53.36488889 21.54678 

Observations 10 10 

df 9 9 

F 2.476699274   

P(F<=f) one-tail 0.096433642   

F Critical one-tail 3.178893105   

  

The above table no-5 reveals the F-Test Two-Sample for 

Variances result of credit- deposits ratio and investment- 

deposits ratio. Looking at the data of F-value (2.476) was 

smaller than the critical value of F (3.178) that leads to the 

conclusion that Ho is not rejected; hence there is no   

significant difference in credit-deposit ratio and 

investment-deposit ratio of the scheduled commercial 

banks. 

4. Share of Scheduled Commercial Banks in the 

Priority Sector Lending 

The priority sector includes the agriculture and rural sector 

of the country. The Reserve Bank of India prescribed 

guidelines and targets to all the banks operating in India 

with regard to priority sector services. The table no-6 

below reflects the advance to priority sectors in the total 

advances of schedule commercial banks. 

 

Table No-6: Share of Scheduled Commercial Banks in 

the Priority Sector Lending (Rs. billion) 

Year Scheduled 

Commercial Banks' 

Advances to 

Priority Sectors  

Share of Priority Sector 

Advances in Total 

Advances of Scheduled 

Commercial Banks (per 

cent) 

2004 2766.21 32 

2005 3706.03 32.2 

2006 5127.90 33.8 

2007 6553.17 33.1 

2008 7814.76 31.6 

2009 9089.29 30.3 

2010 10915.10 31.2 

2011 13158.59 30.6 

2012 14710.50 29.5 

2013 16411.00 28.8 

Source: Database from Reserve Bank of India, 2013. 

 

 From the above table no-6, it has been found that the 

Advances to Priority Sectors have an increasing trend over 

the period. It was Rs. 2766.21 billion in the year 2004 and 

it became Rs.16411.00 billion in the year 2013. The share 

of Priority Sector Advances in Total Advances of 

Scheduled Commercial Banks was reportedly higher in the 

year 2008 and 2010 with 31.6% and 31.2 % respectively, 

whereas it reduced thereafter to 28.8% in the year 2013. 

 

 

Conclusion 

The present study reflects that the significant growth in the 

aggregate deposits, demand deposits and the time deposits 

of the schedule commercial banks. Moreover there is no 

significant difference in the performance of demand and 

time deposits of the scheduled commercial banks. It was 

found that the credit deployed by the scheduled 

commercial banks has increased from 130.88% in the year 

2005 to 625.66% in the year 2013, which is 4.78 times 

compared to the investment made by the scheduled 

commercial banks which was 296.07% in the year 2013 

compared to 109.09% in the year 2005. The credit-deposit 

ratio had an increasing trend through the years. Moreover 

there is no significant difference in credit-deposit ratio and 

investment-deposit ratio of the scheduled commercial 

banks. The Advances to Priority Sectors also had an 

increasing trend over the period. The share of Priority 

Sector Advances in Total Advances of Scheduled 

Commercial Banks was highest in the year 2008 and 2010. 

The overall working and operational performance of the 

scheduled commercial banks of India was satisfactory over 

the period and it is growing contributing to the national 

growth. 
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