Journal of Accounting and Finance
Volume 27, No. 2
April 2013-September 2013

An Empirical Study on The Role of APSFC For The Cause of
Balanced Resional Development In Andhra Pradesh

C. Viswanatha Reddy

Abstract

As part of the industrial financing system in the country, the Andhra Pradesh State Financial
Corporation has gained a premier position for the cause of high rate and quality industrial growth and
balanced regional development in the state. In order to remove regional imbalances and disparities to
the extent possible, the Corporation! has been laying more and more emphasis on extending assistance
to industrial units in backward areas. For the development of economically backward areas of the state,
the Corporation has been providing a number of incentives including concessions in interest rates,
margin money, etc. The Corporation has listed 14 out of 23 districts as central backward districts for
financial assistance. The assistance made by the Corporation in terms of number of units assisted, the
amount sanctioned and disbursed among different zones in the state is not uniform. The average amount
of assistance to the units in Telangana region has been more than 50 per cent during the performance
of the Corporation. There is wide variation in distribution of assistance sanctioned and disbursed
among the districts. It appears that the APSFC is not able to translate its policies and ideas into action.
Therefore, it has become necessary to make an in-depth inquiry into the performance of the Corporation's
role for the balanced regional development in the state. In this paper, the researcher has focused on
zone-wise, region-wise, district-wise break-up of assistance and the analysis of assistance to backward
and non-backward areas in the state. At the end of the analysis some viable and useful suggestions are
offered to tone up the performance of the Corporation for the balanced regional development in Andhra
Pradesh.
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Table No.I: Region-wise Trend Analysis of Units Assisted by APSFC (Effective)
(No. of Units)

Year Coastal Andhra Rayalaseema Telangana

(9 districts) (4 districts) (20 districts) Total
2002-03 331(26.56) 187(15.00) 728(58.42) 1246
2003-04 331(28.70) 148(12.83) 674(58.45) 1153
2004-05 342(31.14) 152(13.84) 604(55.00) 1098
2005-06 353(33.84) 156(14.95) 534(51.19) 1043
2006-07 416(37.24) 205(18.35) 496(44.40) 1117
2007-08 392(34.56) 214(18.87) 528(46.56) 1134
2008-09 367(31.91) 222(19.30) 561(48.78) 1150
2009-10 328(29.39) 249(22.31) 539(48.29) 1116
2010-11 343(25.80) 310(23.32) 676(50.86) 1329
2011-12 388(31.29) 273(22.01) 579(46.69) 1240
Total 3591 2116 5919 11626
Mean Percentage 31.04 18.08 50.86

Source; Compiled from the Annual Reports of APSFC (2002-03 to 2011-12)

Inarckr tocgature the trend more preasdly; the nunvoer of units assisted by the Gorporation
in tre three regiars have ben reggﬁymﬁrm Trebestﬁ_ttednwlalwecmias_fcrﬂe
runer of units sadtiored indifferent regiars by the Gorporation over the study pericd ares

No of units assisted in Goestdl Andhra Regan (Y) =340 93+3 Oline periad (X).

No. of units assisted in Rayalaseema Region (Y) =124.93+15.75Time period (X).

N of units assisted in Tdangana Regian (Y) =643 20:0.3Tinre periad (X).
In arckr o kowwrether there is a significant difference in nunoer of units sactioned
between three regias of Ardra Pracksh by the onad sgficat dfferee in
algaeadiasbtreessdasin yearsof the study periad ANOVA: Two-Factor

without Replication hes been

ANOVA: Two-Factor Without Replication

Source of Variation SS df MS F P-value f crit
Rows 32353.44 8 4044.18 1.257 0.376888 3.438
Columns 591146.88 1 591146.9 183.799 8.42 5.317
Error - 25730.11 8 3216.26

Total 649230.44 17

Source: Calculated using MS-Excel.

ABooiceneled, treaiticd \dedfFforf. . ad. =, R, 15343 adfori- ad
{=, @ is5317. Tre cllodaed \value o Ffor rons is 1257, This is less then the artical
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dfferemekElV\emrr&ansa“d]dstytreCh'paalmdnrgdffelert)eas0‘511581
Regorwise ardlysis of assistanoe sadtioned by APSC
Tade MZﬁdsggtrerds mgggael dw%cn%da&lstarmsarmm wgg
Cbrma]m siudy adlyss ars perfomanein
o”sdtrrgstatednrgw] periad revedls thet tre Tdlangana Region received
dagmﬁmtredferregcrsdﬂestate fdloned by Gestal Ardra
a%;d as lttherefore, thet nertirer Goestal Acdhranor Rayelessema
received thebulk of the amourt sadtianed by the Gorporation The APFCsattiared 27.87
oer ot of assistae ananaverage to Andra 1208 per cant to Ryelassgraregian
ade007 per et to Tdagararegan Itisinteresting tometfHﬂeassustarnetoTeIarpﬁra
region never cbdined belows0 per et of total assistanoe during the study period

Table No.2: Region-wise distribution of loan assistance Sanctioned by APSFC

(".in lakhs)
Year Regions Total
Coastal Andhra Rayalaseema Telangana
Amount Per cent Amount Per cent Amount Per cent

2002-03 10237 26.59 3269 8.49 24980 64.90 38487
2003-04 9497 25.70 TAT? 9.41 23971 64.88 36946
2004-05 12641 29.14 4016 9.25 26719 61.59 43378
2005-06 15785 31.69 4556 9.14 29468 59.16 49810
2006-07 19263 30.72 6565 10.47 36865 58.80 62694
2007-08 18534 26.83 9102 13.17 41517 60.11 69065
2008-09 17806 23.60 11640 15.43 46170 61.20 75436
2009-10 27458 28.97 14822 15.63 52492 55.38 94772
2010-11 32515 26.97 14209 11.78 73802 61.23 120526
2011-12 37025 28.45 23508 18.06 69565 53.46 130108
Mean percentage 27.87 12.08 60.07

Note: Term loans (Effective) represent Gross Sanctions plus Revivals of the current year less cancellations
pertaining to Current Year Sanctions.

Source: Compiled from the Annual Reports of APSFC (2002-03 to 2011-12)

Inarckr tocgature tre trend nore predisaly; the nunroer of inrits assisted by the Gorporation
intretreeregars heshbeen regessallmnrm Thebest fitted ocH equatias for treamournt
satiaedtotreindLstria uts af different regiars by tre Gorporationover the study periad
ae
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Sanctions to the units in Coastal Andhra region (Y) =4021.53+2919.0ITime period (X).
Sanctions to the units in Rayalaseema region (Y) =-1653.4+2030.87Time period (X).
Sanctions to the units in Telangana region (Y) =11431.4+5658.SITime period (X).

Thu, framtre pant of viewdf assistance to\erious regiars, it is revedled thet there is ro
positive correlation betveeen the tine andl the assistance renckred by the Gorporation It is
mrgmmmma%mndassmmﬂeuﬂsdﬂeﬁmamgm
hes leen nore then 50 per cant duning the stuodly periad

Analysis of District-wise Operations of APSFC

The doedt of the ardlyais of distnd-wise goerdtians of tre Inis olring aut tre
iner-districth \variatians inassistanee, ifany, Soastogp ﬁe%dﬁe@r]gmwm
intre disoersd dfincLatres aong the Vvarous distridts, bothlbed«ward and nonveedinard
dtrids of the state. The cita Soamg the distrid-wise distribution of units essisted! lcars
sadtioned (effective) addsousedasan. Madh 22are fumished inTalde Nb3 Fram
theardlysis of the chta provided intie tabde, the fdlloang dosenvatiars are ack:

Units Assisted

Intre Goestal Andra Regian the PR NHlare distridt received nore assistaroe inrespect of
the nunber of units then te ather distridts of the region It is fdlloned by the distridts,
Prakesam Quntur ad Kidmg, inthet arclr:. These four distridts aooountsd for assistace in
respect of rearty 24.14 per cart of te total units assisted by tre on Hwvewr, in
temrs of the anount of assistance sadtiared ad didoursed the PRNHllare and Rrakesam
dstrids were far behind nost of tre distrids of tre region: Inatier wordk, though trese two
ddridswereaeedditredier dsridsintemsof unisassisted theyfalledtodaneco He
assistanee framthe Gopordtion In the Ryelassea rega ittoor district receved
assistanee inrespect of the nunroer of units incompansonwith the units of tre ather districts
o treregn It is fdloaed by Arartapur and Kumodl intet arcly, More ar less, asimilar
position continced in these distridss in temrs of the aournt of assistance sadiioed ad
disoursed by tre Goporation

Table No.3: District-wise Break-up of Units Assisted, Amount Sanctioned and
Disbursed by APSFC as on 3I® March, 2012

(".in lakhs)
Districts Units Sanctions Disbursements
Number Per cent Amount Per cent  Amount Per cent
Hyderabad 3127 4.45 92544 9.29 87639 10.28
Nalgonda* 2890 4.11 60386 6.06 50754 5.95
Mahaboobnagar* 2118 3.01 44395 4.45 38985 4.57
Warangar 2255 3.21 27064 271 22780 2.67
Karimnagar* 2495 3.55 22545 2.26 17848 2.09
Adilabad 1177 1.67 10047 1.00 8671 1.01
Ranga Reddy 6809 9.70 175769 17.65 151261 17.75

Medak* 3225 4.59 101862 10.22 74305 8.71
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Districts Units Sanctions Disbursements
Number Per cent Amount Percent  Amount Per cent
Khammam* 2118 3.01 21127 212 18726 2.19
Nizamabad* 1584 2.25 14244 1.43 10285 1.20
Krishna 3134 4.46 51105 5.13 44074 5.17
Visakhapatnam 2303 3.28 44004 4.41 38705 4.54
East-Godavari 2032 2.89 40241 4.04 36362 4.26
West-Godavari 2142 3.05 38820 3.89 33893 3.97
Guntur 3590 511 37610 3.77 32979 3.87
Vizianagaram 1113 1.58 15450 1.55 13953 1.63
Srikakulam* 1687 2.40 16349 1.64 14971 1.75
Chittoor* 4649 6.62 42053 6.62 37042 4.34
Dr.YSR Kadapa” 3091 4.40 28712 2.88 24001 2.81
Kurnoor 4095 5.83 30431 3.05 25341 2.97
Anantapur* 4316 6.14 34529 3.46 28830 3.38
PSR Nellore* 6864 9.77 29009 291 25922 3.04
Prakasam* 3372 4.80 17450 1.75 14844 1.74
Total 70186 100.00 995747 100.00 852170 100.00

w\Indicates assistance to Central Backward Districts.

Note: Term loans (Effective) represent cumulative figures at the end of previous year plus Gross Sanctions plus
Revivals of the current year less cancellations pertaining to Current Year Sanctions as well as previous year
sanctions.

Source: Compiled from the Annual Report of APSFC (2011-12)

Intie Tdanpprawrsgion tre distridt, which received assistanee inrespect of alarge nunoer of
units, is Raop Recdy: Al the ather distridts of the regian by adl large, received equdl
asisanewithnagnd \enatios intems of units assistied rterdwd\ma]crs
cbedst inevary regondf tre state intems of tie units assistad| these venatiars have tole
dill g Hified intermrs of the amount sadiored ad ddoursed toamive at acardusion Tre
dsu;] 10N assistae sadtianed ad didoursed anog the disinds revedls tre fdlloag
\Aidias,

a Assidanme Sadtioned ad Disoursedt

In tre Goestal Ardhra region a afewdstrids recenved tre bulk of the assistae
satiored to tre regn dsind, ae of tre nrorHedkinard disinidts of tre
?mwthlS mdﬂewsarmGB(Egemroatdregdsud)mdm
theaher dsinds of the region Msakgatramwith441 per et Esst Godaven (404
per cat). Vst Gochvert (3 pﬁrm)amlamrwma cartcane et intret
aobrmtfesaﬁcrs Olma]masm3®l\/a$2mz Al treeare mont
kHK/\HddS]IIdeﬁEr?glvhd’l acoounted for rearty 21 per oent (722 per
et of tre region tad) of tdalassstamsarmdedqmempualm Asmilar
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Eﬁﬁe can ke icertified even in respect of the assistanoe disoursed by the Gorporation
lfesmedassstame% g to the three bedanard districts of the regan, iz,

Sﬂ|_d<l] Pakésamad PR Iaevmrmecrlessecpdtoﬁesfaedmstam

daned byKnstmdsma aare inresoedt of assistanee sadtioned ad disoursed

The aowe ardlysis dearly ravedls two things - are thet there are wick variatias in tre

assistane sadiored and ddurssd arorg tre variaus distridts of the region and the ather

thet the bedanard digtridts of this cnm,erabeen provickd with ackoLEE assistae

whichis coutrary totre dgective of o‘tnd«wdams Imhe asea
regan Chittoor distrid dained 662 o sadias
aditwes fdlonedby sma'wlh 46 ey ot oeﬂo‘treregdfstdd)
o tre tod amstarresanﬂcmdwn\ mascn ﬁrmzmz dl tre

four dands intre reganare beddnard aly thedove. distridts received rdlatively larger
assistanee framitte Gorporation As far as the avount didoursed is coamred, nore arless,
the sare position continued 1t ey therefarg, e noted thet the region is o excetion to
|rter-dsmd\ma]ds INresoedt of assistance sactianed and disursed by the Garporation

InlheTelartgfanat'gg/w(](’}]E.*egl nﬂewmmmdaﬂaai%v&amgafamwds
é oertdihe mstdd) oftretod assi saticedwas
deddd thedferdsmds maallrgltselfd‘ﬂeassstarmfrdnﬁe I ltwas
doselydeO/\ed%/IwcH(dwawm 1022 per cat (275 oem]c Jaris
aart (1210 oatd‘me regans to) %r%wm
pEroert ].‘Ll?mroatd‘legdisuiei) oftretad assstamesarrnded
Mirch 2012 ﬂmefardwdsamrtedfcrénineroat (74&3peroertd‘
rengtdd) of tre tod assstaee sadioned Asaresdt tre renainingaxdstrids Whidh
are dl bedanard disiricts of the regian, heve nat been a(mﬂezmstametytm
Ion toersure thair rgad qmart -ITESI’HEdthisedSl]‘IdS
eer e, which is ot evenegudl to the share of sore of the distrids Wi reaa\,ed
I assstamefrunﬁe(bmaum Further, avorg the bedanard digrids of the
twodsinds, vz, Mecekand NHlgoch, vihicharindose prodimity o tre state e\,el
retﬂ\,edalemd:iygjodasslstamefrcmtmcnmanm This iS ot dLe to their
bedanardess bt tharr prodnity o the state catal.

With to assistae didoursed dsg, the save four disirids of Raga Reddy, Meckk
adNdgonch, acoounted far nore thend0 per cent of the tatal assistance didoursed
by tre Gorporation Yo to A®March 2012 |t dearty exdairs the exdtent of cocertration of
asSistae Inadaraund tre caatal regionof the tte itisae agpinmack dear
thet there vzs inequitade distribution of assistance arog te various distrids ad tre
beckinard distnids were ot provickd with enough assistance by the Gorporation
Arelysis of Regional Disersal of Assistae
Anardlysis of the assistance sadtioned and disoursed by APSFC hes been camied aut
acoording to tre bedkinard and nonedanard regians ad dso an the besis of assistane
satiasdtotreledaaddsridsadnoniedanad ddnids ttmaleswdtfepqmu

o sadias of the Gorporation toeach regia/distri
sadios ad dsurserents g]gr%rg reg mﬁm\ard regias dnrgthe
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SLoypericdaredoaninTade N4 Qrefatisverydoias tret tre prgortiars inoreesed
far treledanard distridsand caressedlfor theronedénard distridts. Thisisdearty reflected
framte tede thet the s of assistante sadtiored to the bedinard region which
Vs B er catin adirnoreesed 1005 per et in2011-12. Ontre ater hard
the assistae sadtiaed to the norHoedanard region csareased framGL80 per cart in 2002
(Bto4044 per et in 201112

Table No.4: Percentage of sanctions (Effective) and Disbursements to
Backward and Non-backward Districts

(Per cent)
Year Sanctions Disbursements
Backward Non-backward Backward Non-backward

2002-03 38.10 61.89 40.45 59.54
2003-04 45.30 54.69 39.33 60.66
2004-05 42.72 57.27 37.98 62.01
2005-06 40.82 59.17 37.07 62.92
2006-07 42,51 57.40 41.22 58.77
2007-08 4450 55.49 41.76 58.23
2008-09 46.09 53.90 42.17 57.82
2009-10 48.32 51.67 51.45 48.54
2010-11 54.82 45.17 53.20 46.79
2011-12 59.55 40.44 54.52 45.47
Mean Percentage 46.27 53.71 43.92 50.08

Source: Compiled from the Annual Reports of APSFC (2002-03 to 2011-12)

Intre e vay, ﬂegqmﬁmddsh_xsenmtotremd«mdregm inoreesed fram
045 per ot INB 0542 e gt in2011-12 ad tre onof dsursEnetsto
the norHoedkinard regian ceoreesed fram®4 per cart in 04647 per cart in 2011
12 Inthis regard tre APFCis it to e blaned to the exdert tret it hes it been dde o
avourageadpodeatyaereudipintreledavadddridsoftreSate Bitte APSC
is of the viewthdt it is besiclly a firemod institution, which can prodce teminclstridl
firene in the state Wrerever viade deanvand for fireroe conves fram Moreow, it grants
asistae totrebedanard distrids anriarty besis ad anooessiord raes of interestad
atl()/\ernagelrﬁ r{tﬁeohgtgggtgrggsrq%nmmdﬁEMMBmt?%
sovenrere el potential entreprereurs or
infrastructurdl fa:ililiga\)//hma(e : ﬁ%ggm the qoeratios of the Gorpordion In
athr toknorether trereisasigificant differeeeintrearount satiocredard didoursed
letwveen the bedinard distriats and nonHoedanard distriats of Andhra Pracksh by tre
Qaporatian ANOVA: Single-Factor FBsbaenmerrwl
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ANDVA Single Fector

Source of Variation SS df MS F P-value Ferit
Between Goupsl42.073 1 203 3 002 4409
WhinQous 6270 1 B%6
Tod A8 7

Source Glaulated using VEE.

ABoaidaeled, treaitica velue of Fiar ij=l adi2=16 Fe is4493,. Trecalauated
vaLe o Ffor adunms is 370, This is less tren tre artical \alLe and falls in aoogatace
regan He tre rull hypotresis (H. ) is aoogated. Tre resuits indicate tret there is o
smﬁmdﬁerernetameenﬂeamnsarmdedq?/ﬂemma]mmvgtﬁdqmd
ad nonedanad dands ie, trenears of dl trecdumiseg Al

ANDVA Single Fector
Source of Variation SS df MS f P-value F crit
Betvween Qous83 ™4 ; B 12¥8 00 44938
WthinQouys 7434 16 viStevl
Tad 138138 17
Source Gllouated Lsing VB

ABoomdaeled, treattical value of Ffori |9 adi2=16 Fg./is44930 Thecaloulated
i e T e e
an S(H.)isrg [ Isasi
dm#emmbelv\_een_marmngﬂsbmed by the Garporation arog kedanard ad non
bedanard digtridss i.e, the nears dfdl tre cdumms are ot el
Regiordl Distribution of Assistance to Bedanard Districts
Tredgett of treardlysis of tre regiardl distribution of essistance o tre edanard distrids is
toasertain whether there were any vandians in tre assistance to the bedanard distridts of
tredifferart lggqsofthestate TadeNb5provdss treinfomration rdding totheassistane
toledkinard Adrids intre differant regiars.
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Table No.5: APSFC: Region-wise distribution of Assistance (Cumulative) to
Backward Districts by APSFC as on 31® March, 2012

(".in lakhs)

Region No. of Per cent Sanctions Disbursement

Units Amount Percent ~ Amount Per cent
Coastal Andhra:
Backward Districts (3) 11,923 45.00 62808 22.00 55737 22.00
Non-backward Districts (6) 14,314 55.00 227229 78.00 199966 78.00
Total 26,237 (0.29) (0.30)

(37.00) 100 290037 100 255703 100
Rayalaseema:
Backward Districts (4) 16,151 100 135725 100 115213 100
Non-backward Districts (0) — i -
Total 16,151 135725 115213

(23.00) 100 (14.00) 100 (14.00) 100
Telangana:
Backward Districts (7) 16,685 60.00 291624 49.00 233683 49.00
Non-backward Districts (3) 11,113 40.00 278360 51.00 247571 51.00
Total 27798 569984 481254

(40.00) 100 (57.00) 100 (0.56) 100
Grand Total 70186 995747 852170

Note: Figures in parenthesis indicate percentages to total.
Source: Compiled from the Annual Report of APSFC (2011-12)

It can ke moted framittre telde thet, in Goestal Andra region, the nondedinard distnids
received nore assistae in tems of the nunrber of units assisted (5 e oent), anourt
sactiored (/8 per cart) and didoursed (/8 per cart) then the bedanard distrids. But tre
NS tinteTd reg Inthisregontheledanard distridts gceared
I’aeleoa\edtmrdgsme_%mm) iNntems of the nunrer of units assisted but
@ma]\%leﬁsme!nm_ _as(@gcat)aﬂdsmsem (@O percat). B this
nay ot e dLe o the priarty given to te bedanard distridts of the regian but dLe to tre
%mtyddsmas like Rarop Rectly, Mok Nelgonoh tothe state caital, which might
dtreded larger assistane threntre der dignds of trestate. Further, itisdisheartening
tornote thet the bedkinard distrids of the Coestal Ardhraand Rydlassamaregas e
received their romra dLedere dfassistaoe framithe Gorporation Particulary; thebedanard
distridts of the Goestd Ardhrareganwere virtLally igored
Godusn
Famtredowe adyss itenmeges et there are cartainvanaias inthe essistae
totre bedanard dstnas of differart regians, by andlargg, theywere ot SoandLe priarity
insardtioning trefinanod assistane by tre Grporation: There hesbeenlarge conoarntration
of essisae arogafendsrids of the state and nest of trebedanard disinds of the State
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have not been given even their due share in the total assistance sanctioned by the Corporation
from time to time. The APSFC as a regional development bank has been striving hard to
penetrate into the backward areas of the state.

Suggestions

1. The industrially backward districts of the state need special consideration from the
Corporation while financing the industrial units in them is needed to promote balanced
regional development in the State. Therefore, the Corporation should step up its assistance
for rural industrialization, possibly through encouraging industrial co-operatives to come
forward to start rural and cottage industries in rural areas of the state.

2. In order to avoid heavy concentration of industries, the Corporation should decentralize
its activities. Loans must be sanctioned in such a way that the maximum number of persons
are benefitted and the control of a number of units by one individual is avoided. For this
purpose, the Corporation should maintain a record of individuals who have interest in
more than one assisted units.

3. To reduce further concentration of assistance among a few industries, the Corporation
should spread its financing activity. It should prepare lists of priority and non-priority
industries and strictly adhere to them while sanctioning financial assistance to
entrepreneurs. Proper encouragement should be given to the new generation entrepreneurs
in the newly emerging areas.

4. It is essential to co-ordinate the activities of the Corporation with those of the District
Industries Centres, supplementing the roles of each other in the dispersal of industries
among different regions of the State to achieve a balanced regional development.

5. Inorder toencourage and promote initiative Entrepreneurship Development Programmes
(EDPs) have to be organized, particularly in the most backward districts of the state to tap
local talent. It would help to realize the objective of encouraging entrepreneurs from the
weaker sections.

6. Toavoid heavy concentration of industries in a few districts of the State only, itis advisable
that the Corporation spreads lending operations with more and more liberal concessions
to backward districts and backward areas. It is also necessary to ensure free flow of
assistance to these areas, to reduce imbalanced regional development. As people do
generally hesitate to invest their capital in backward areas owing to the risk involved, the
Corporation should come forward to participate in equity financing there. The Corporation
should also provide maximum possible technical help to the industries established there.
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