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Abstract 

Priority sectors are the base of any economy. These sectors are most important from the viewpoint of 

the development of an economy if adequate financial aid is provided. The sectors consist of Micro 

Small and Medium Enterprises, Agriculture, Education, Housing, and other sectors those are weaker in 

economy.  

It has been made mandatory by Reserve Bank of India (RBI) to all scheduled banks to provide some 

part of their lending to these sectors. During seventies, government of India and RBI together made 

guidelines for these sectors. However, the banks could not reach the given target of lending to priority 

sector. 

The aim the study is to analyse trends and performance of priority sector lending pattern in the state of 

Uttarakhand during the period from 2010-11 to 2017-18. A comparative study has been done between 

total advances and advances of priority sector. The Priority Sector Advances by Public Sector Banks in 

Uttarakhand is also studied. It was found the achievement fell short of the target. 

 
Keywords: Priority sector lending, priority sector advances, public sector banks, agriculture, micro 

small and medium enterprises, other weaker sections of an economy 

 

Introduction 

One of the important components of the banking system in India is the priority sector 

lending. It forms the backbone of the economy. In the development process, some sectors 

remain behind and it is essential to develop these sectors to boost the economic growth. 

These sectors remain backward because of inadequate financial resources. The banks are 

more inclined towards urban area and are always looking for profit. Therefore they are 

reluctant to finance these sectors to not get them attractive profit. It is due to lack of 

collateral securities with high-risk. Providing necessary help to these sectors is of utmost 

important. Therefore, financial aid to the important sectors is very necessary to develop the 

economy like India in real terms. Priority Sectors are considered to be sectors that are most 

important for the development of the country. The sectors consist of Micro small and 

medium enterprises, education, housing, agriculture and other weaker sections of an 

economy. Priority Sector Lending is a scheme which ensures maximum credit flow to every 

place of a nation through a banking network. An important role has been given to the banks 

by RBI to provide a part of the bank lending to these sectors. Therefore, these sectors include 

the economic activities which are socially desirable but did not receive adequate finance by 

the commercial banks earlier. 

The priority sector lending was introduced in the year 1966 when then Prime Minister Shri 

Morarji Desai expressed his concern to increase the credit to agriculture and other sectors.  

 The present study has been done to analyse commercial banks (especially public sector 

bank) credit towards credit of priority sector. 

 

Review of literature 
Although quite a good number of researches in this field are available, our focus was 

primarily to trace out the literature that tries to throw some light on the study of public sector 

banks towards priority lending.  

Selvi (2014) [1] “study highlights the role of Scheduled Commercial banks in India in lending 

to various sectors viz advances to Priority Sector, Sectoral Deployment of Gross bank Credit  
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 and Retail Credit Portfolio”. The analysis showed the 

positive results in all sectors with the exception of food 

credit as well as the proportion of the advances of priority 

sector. 

Kadiwala, (2017) research paper explains the “performance 

of the commercial bank in priority sector lending”. The 

conclusion of the research was that priority sector lending 

could not reach the target fixed by RBI.  

Parimalarani G. (2011) [3] from the analysis it was found that 

the performance in the area of priority sector advances of 

the commercial bank showed an increasing trend increased. 

The priority sector advances NPA was also examined. 

Panda et al. (2017) [4] has analysed the priority sector 

lending for the banks in India. The results showed pattern 

gaps of the target of sectors by different bank groups. It also 

identified the characteristics that were bank-specific like the 

ownership nature, size, its performance, etc., which affected 

the priority sector lending patterns.  

Raju Subba (2018) [5] examined the “role of bank in 

delivering priority lending, the study conducted on the 

beneficiaries of six commercial banks in rural areas of 

Assam, India”. There was inequality in the proportion of 

distribution of loan in the sectors like MSME, agriculture, 

and other sector. The Interest rate was high and the 

beneficiaries into debt trap. Loans that were received from 

the bank were insufficient to meet the requirement of the 

beneficiary.  

Nilanjana Deb (2015) [6] study concludes that almost half of 

the public sector banks could meet the norms of priority 

sector lending. The study also concluded that the mean of 

NPAs to Total Advances of the public sector banks is higher 

than non-priority sector lending.  

 

Research Methodology 

Data Sources 

The source of study is mainly secondary data which are as 

follows: 

 State Level Bankers’ Committee Uttarakhand Quarterly 

Agenda Papers (2010-2018) 

 RBI Annual reports 

 Statistical Tables of Scheduled Commercial Banks 

 Handbook of Statistics on the Indian Economy 

 Annual Credit Plan of Uttarakhand 

 Directorate of Economics and Statistics, Uttarakhand 

Government  

 

Study Area 

 

 
 

 

Objectives of the study 

 To make a comparative study of the total advances and 

priority sector advances in Uttarakhand in the study 

period 

 To study the target and achievement of the priority 

sector lending by public sector banks (PSB). 

 To study target and achievement of agriculture sector 

by PSB 

 To examine the achievement of industrial sector 

advance by public sector banks in Uttarakhand 

 To study the credit to other priority sectors by public 

sector bank in Uttarakhand 

 

Time period 
The period selected for the study is of eight years from 

2010-2018 and annual data for the year ending at 31st march 

has been considered. 

 

Data analysis and interpretation 
Scheduled banks operative in India are mandated to lend 

40% percent of their total funds to priority sectors. In this 

study, we analyze the achievements and find out the overall 

trend of priority sector lending by the SCBs in India with 

special reference to Uttarakhand over the period of 8 years 

(2010-2018)  
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Source: SLBC, Uttarakhand agenda papers (2010-2018)  

 

Fig 1: To compare the priority sector advances (PSAs) with the total advances in the study time period 
 

Figure 1 shows the total advances and the share of priority 

sector advances by commercial banks from 2010-2018 in 

Uttarakhand. 

The above graph shows an increase in the share of PSAs in 

total advance by all the commercial banks in Uttarakhand.  

 

 
Source: SLBC, Uttarakhand agenda papers (2010-2018)  

 

Fig 2: Target and achievement of PSA by PSB in Uttarakhand 
 

The above graph shows that the performance of the PSA by 

PSBs with planned and achieved. There has been increase in 

the total advances by banks from 381844 lakhs in 2010-11 

to 1114871 lakhs in 2017-18. This growth in lending to the 

priority sector shows that the PSBs are actively 

implementing schemes of the government. 

 

 
Source: SLBC, Uttarakhand agenda papers (2010-2018)  

 

Fig 3: Target and achievement of agriculture sector by public sector bank in Uttarakhand 
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 The above graph depicts that the credit to agriculture has 

increased year by year in terms of the agriculture crop 

production (ACP). The target advances of agriculture in 

public sector banks increased drastically from Rs. 1,54,326 

lakhs in 2010-11 to Rs. 607000 lakhs in 2017-18. Public 

sector banks in Uttarakhand even exceeded the target in the 

financial year 2010-11 & 2017-18. 

 

 
Source: SLBC, Uttarakhand agenda papers (2010-2018)  

 

Fig 4: Achievement of industrial sector advance target by public sector banks in Uttarakhand 
 

The above graph shows that public sector banks in 

Uttarakhand have achieved more than 60% of the target 

every year. In 2013-14, public sector banks achieved 104% 

and in 2017-18,100% of the target were achieved. 

 

 
Source: SLBC, Uttarakhand agenda papers (2010-2018) 

 

Fig 5: Target and achievement of other priority sectors by public sector bank in Uttarakhand 
 

The graph above depicts that the sanctioned credit to other 

priority sectors has increased at a good pace. The target for 

other advances of public sector banks increased drastically 

from Rs. 165855 lakhs in 2010-11 to Rs. 281643 in 2017-

18. Banks almost completed the entire target in 2015-16 and 

2017-18. 

Over the study, the period starting from April 2010 to 

March ending 2018 the percentage of achievements viz. 

91%, 79%, 80%, 90%, 58%, 91%, 77%, and 85% 

respectively. Priority sector lending, as a percentage of 

Adjusted Net Bank Credit (ANBC), stood at more than 75% 

of ANBC almost every year against the benchmark of 40%. 

 

Conclusion 
Economic development involves expansion of various 

sectors such as health, education, and infrastructure. These 

all factors will grow with the development of financial 

sector. Financial services play a crucial role in lifting people 

out of poverty, empowering people and to help governments 

deliver services to their people.  

Based on data, it can be concluded that the credit 

management of the public sector banks in overall India, 

especially in Uttarakhand has shown a remarkable 

achievement in this regard. In sanctioning the credit, PSBs 

in Uttarakhand has achieved more than the target set by RBI 

in the period of study. The public sector banks are the main 

pillars of the Indian banking system; hence credit disbursed 

to priority sector will lead to development of priority sector 

as well as of economy as a whole. The information collected 

indicated that the priority sector lending issue is not crucial, 

as during the period of study the share of private sector 

banks credit to the priority sector was more than that of 

public sector banks. In spite of increasing advances, Indian 

banks were unable to achieve some targets fixed by RBI. 

Priority sector lending give rise to many problems for the 

banks like low profitability, high NPAs, transaction cost etc. 
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 It is urgently required to find the solutions for such 

problems otherwise it will adversely affect the progress of 

the Indian banks. If the proper advances of priority sector 

are given they will help to reduce the level of poverty. 
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