
i

CREDIT MANAGEMENT OF AGRICULTURE
DEVELOPMENT BANK LTD NEPAL

Submitted to:
Office of the Dean

Faculty of Management
Tribhuvan University

Submitted by
Santosh Mahat

Lumbini Banijya Campus
Butwal, Rupandehi

T.U. Registration No. 7-2-302-80-2001

In Partial fulfillment of the requirements for the degree of
Master of Business Studies (M.B.S.)

Butwal, Nepal
November, 2010



ii

RECOMMENDATION

This is to certify that the thesis

Submitted by:

Santosh Mahat

entitled

CREDIT MANAGEMENT OF

AGRICULTURE DEVELOPMENT BANK, NEPAL

has been prepared as approved by this Department in the prescribed format of Faculty

of Management. This thesis is forwarded for examination.

……………………… ………… ……….…….……………..…
Asso. Prof. Krishna Gautam Prof. Dr. Ishwor Gautam

Thesis Supervisor Head, Research Department/ Campus Chief

Date:



iii

VIVA VOCE SHEET

We have conducted the viva-voce examination of the thesis presented by

SANTOSH MAHAT

entitled

CREDIT MANAGEMENT OF

AGRICULTURE DEVELOPMENT BANK LTD., NEPAL

And found the thesis to be the original work of the student written according to the

prescribed format. We recommended the thesis to be accepted as partial fulfillment of

the requirement for Master’s Degree in Business Studies (M.B.S.)

VIVA – VOCE COMMITTEE

Head, Research Department Prof. Dr. Ishwor Gautam

Member (Thesis Supervisor) Asso. Prof. Krishna Gautam

Member Expert ………………………….

Date: ……………………



iv

DECLARATION

I hereby declare that the work reported in this thesis entitled “Credit

Management of Agriculture Development Bank Ltd, Nepal” submitted

to Lumbini Banijya Campus, Faculty of Management, Tribhuvan

University, is my original work done in the form of partial fulfilment of

the requirements of the Master's Degree in Business Studies (MBS) under

the supervision of my thesis supervisor Mr. Krishna Gautam, Lecturer of

Lumbini Banijya Campus, Tribhuvan University.

………………………….

Santosh Mahat

T.U. Regd No. : 7-2-302-80-2001

Date: …………………..



v

ACKNOWLEDGEMENT

As the partial fulfillment of the MBS degree, I have prepared this report.

During the course, I worked with sincerity, honesty and diligently, as far

as possible. But beside my continual efforts, I also got unforgettable

support from different people and parties. I am extremely grateful and

overwhelmed by their support while completing my work.

For this dissertation, I would like to extend special thanks to my thesis

supervisor Krishna Gautam. Despite his busy schedule, he has made

significant contribution for preparing this thesis. The same credit also

goes to Dr. Ishwor Gautam, head of the Research Department, Lumbini

Banijya Campus. I am extremely indebted by their efforts.

I would also like to express my gratitude to all libraries staffs as well as

all known and unknown people who supported as well as inspired me to

complete this thesis. My next thanks go to the staff of Agriculture

Development Bank Ltd., Mainly Laxman Ghimire for providing me

adequate materials and suggestions to complete my work more accurately

and effectively.

Thank you!

…….……………………

Santosh Mahat

Faculty of Management

MBS

Date: ……………….



vi

TABLE OF CONTENTS

Page No.
Letter of recommendation i
Viva – Voice Sheet ii
Declaration iii
Acknowledgement iv
Table of contents v-vii
List of Tables viii-ix
List of Figures x
List of Abbreviations xi

CHAPTER – 1: INTRODUCTION (1-12)
1.1 Background of the study 1
1.2 Origin of Banking 3
1.3 Historical Background of Banking 4
1.4 Focus of the Study 5
1.5 Introduction of Agriculture Development Bank 6

1.5.1 Objectives of Agriculture Development Bank 8
1.5.2. Functions of Agriculture Development Bank 8

1.6 Statement of the Problem 9
1.7 Research questions 10
1.8 Objectives of the study 10
1.9 Limitation of Study 11
1.10 Organization of Study 11

CHAPTER – 2: REVIEW OF LITERATURE (13-24)
2.1 Introduction 13

2.2Credit 13

2.2.1 Concept of Credit 13

2.2.2 Types of Credit 14
2.3 Conceptual Framework of Lending and Recovery Policy

and Procedure of ADBN 15

2.3.1 Lending Policies and Procedure of the Bank 15

2.3.1.1 Types of Loan 15

2.3.1.2 Security and Marginal Policy 16

2.3.1.3 Procedure of Lending 16
2.3.2 Recovery Policies and Procedures of ADBN 17



vii

2.3.3 Procedures of Recovery 18
2.4 Review of Journal and Text Book 18

2.5Review of Past Thesis 20

CHAPTER – 3: RESEARCH METHODOLOGY (25-35)
3.1 Introduction 25
3.2 Research Design 25
3.3 Nature and sources of data collection 25
3.4 Population and Sample 26
3.5 Data analysis tools 26
3.5.1 Financial Tools 27
3.5.2 Statistical Tools 32

CHAPTER - 4: PRESENTATION AND ANALYSIS (36-67)
OF DATA

4.1 Purpose wise analysis of loan disbursement,Collection and Outstanding 36
4.1.1 Purpose wise analysis of Loan Disbursement 36

4.1.2 Purpose wise analysis of Loan Collection 38
4.1.3 Purpose wise analysis of Loan Outstanding 40

4.2 Time Series Graphs 41
4.2.1Time Series of Total Loan Disbursement 41
4.2.2Time Series of Total Loan Collection 42
4.2.3Time Series of Total Loan Outstanding 43

4.3 Multiple Correlation Co-efficient 45
4.4 Trend Analysis 48
4.5 Ratio Analysis 58
4.5.1 Liquidity Ratio 58

a) Cash and Bank Balance to Total Deposit 58
b) Cash and Bank Balance to Current Assets Ratio 58
c) Investment of Government Securities to Current Assets Ratio 59

4.5.2 Assets Management Ratio 60
a) Loan and Advance to Total Deposit Ratio 60
b) Investment on Share and Debenture to TWF Ratio 60
c) Investment on Government Security to TWF Ratio 62

4.5.3 Profitability Ratio 62
a) Return on Loan and Advances Ratio 62
b) Return on Total Working Fund Ratio 62
c) Total Interest Earned to Total Working Fund Ratio 63



viii

d) Total Interest Paid to Total Working Fund Ratio 64
e) Net Interest Margin Ratio 65

4.6 Major Findings of the Study 65

CHAPTER – 5: SUMMARY, CONCLUSION AND (68-71)
RECOMMENDATION

5.1Summary 68
5.2Conclusion 69
5.3Recommendation 70

BIBLIOGRAPHY
APPENDIX



ix

List of Tables

Page No.

1.5 Financial Sources of Bank 7

1.5.2 List of Branches Offices of Bank 9

4.1.1 In status of Annual Loan Disbursement 36

4.1.2 In status of Annual Loan Collection 38

4.1.3 In status of Annual Loan Outstanding 40

4.2.1 Time Series of total loan Disbursement 41

4.2.2 Time Series of total loan Collection 42

4.2.3 Time Series of total loan Outstanding 43

4.3 Calculation of Multiple Correlations Coefficient 45

4.4.l Trend Analysis of Food Grain and Cash Crop Production 48

4.4.2. Trend Equation and coefficient of determination of food

Grain and cash crop Production 49

4.4.3 Trend Analysis of Agri. Tools and Irrigation 49

4.4.4 Trend Equation and coefficient of Determination of Agri

Tools and Irrigation 50

4.4.5 Trend Analysis of Agriculture Business 51

4.4.6 Trend Equation and coefficient of Determination Of

Agriculture Business 52

4.4.7 Trend Analysis of Agri, inds, marketing and Godowns 52

4.4.8 Trend Equation and coefficient of determination of

Agriculture Industries, Marketing and godowns 53

4.4.9 Trend Analysis of Horticulture 53

4.4.10 Trend Equation &Coeff of Determination of Horticulture 54

4.4.11 Trend Analysis of Tea/Coffee Cultivation 55



x

4.4.12 Trend Equation and coefficient of Determination

of Tea/Coffee Cultivation 56

4.4.13 Trend Analysis of Housing and Land Development Loan 56

4.4.14 Trend Equation and coefficient of determination of

Housing and Land Development Loan 57

4.5.1.1 Cash and Bank Balance to total Deposit 58

4.5.1.2Cash and Bank Balance to Current Assets Ratio 58

4.5.1.3Invst.on govt. Securities to Current Assets Ratio 59

4.5.2.1 Loan and advances to Total Deposit Ratio 60

4.5.2.2 Investment on govt. Securities to T.W. F Ratio 60

4.5.2.3 Investment on share and debenture to T.W.F Ratio 61

4.5.3.1 Return on loan and advances Ratio 62

4.5.3.2 Return on Total Working Fund Ratio 62

4.5.3.3 Total Int. Earned to Total Working Fund Ratio 63

4.5.3.4 Total Int. Paid to Total Working Fund Ratio 64

4.5.3.5 Net Interest Margin 65



xi

List of Figures
Page No

1.5    Pie chart showing Sources of Capital Generation 7

4.1.1 In status Of Annual Loan Disbursement 37

4.1.2 In status Of Annual Loan Collection 39

4.1.3 In status Of Annual Loan Outstanding 40

4.2.1 Time Series Of total loan Disbursement 42

4.2.2 Time Series Of total loan Collection 43

4.2.3 Time Series Of total loan Outstanding 43

4.2.3 Time Series of three activities 44

4.4.1Trend Analysis of Food Grain and cash crop Production 48

4.4.2 Trend Analysis of Agri Tools and Irrigation 50

4.4.3 Trend Analysis of Agriculture Business 51

4.4.4 Trend Analysis of Agriculture, Industries,

Marketing and Godowns 52

4.4.5 Trend Analysis of Horticulture 54

4.4.6Trend Analysis of Tea/Coffee Cultivation 55

4.4.7Trend Analysis of Housing and Land Development Loan 57



xii

List of Abbreviation

A.D. = Anno Domini
ADBL = Agriculture Development Bank Ltd
Bet"                         = Between
B.S. = Bikram Sambat
CD = Credit Deposit
CV = Coefficient of Variation
e.g. = Example
e.t.c = Etcetera
Exp" = Expenses
Equ" = Equation
Fig. = Figure
FY = Fiscal Year
GDP = Gross Domestic Product
GNP = Gross Net Product
Gov. = Government
i.e. = That is
Inds. = Industry
Inst. = Interest
Invt. = Investment
Ltd = Limited
Mgmt. = Management
No. = Number
NRB = Nepal Rastra Bank
Qrg" = Organization
p. = Page
P.E. = Probable Error
Pvt. = Private
r = Correlation Coefficient
Rs. = Rupees
SFDP = Small Farmers Development Project
S.No = Serial Number
T.U = Tribhuvan University.
T-Bill = Treasury Bills
T.W.F = Total Working Fund
X = Independent Variable
Y = Dependent Variable


