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Abstract: The World Bank forecasts global economic growth to 

edge up to 3.1 percent in 2018 after a much stronger-than-

expected 2017, as the recovery in investment, manufacturing, 

and trade continues. Growth in advanced economies is expected 

to moderate slightly to 2.2 percent in 2018.Global growth is 

expected to be sustained over the next couple of years and even 

accelerate somewhat in emerging market and developing 

economies (EMDEs). 

The Indian economy is expected to grow at an annual rate of 

7.4% in 2018 and 7.8% in 2019 according to IMF Economic 

Outlook. And the World Bank predicted India’s Gross Domestic 

Product would grow at 7.3% in 2018-19 and 7.5% in 2019-20. 

The Economic Survey 2017-18 tabled in Parliament by the Union 

Minister for Finance and Corporate Affairs, Arun Jaitley 

predicts India's GDP to grow 7 to 7.5 percent in 2018-19. Based 

on the economic survey the gross domestic product (GDP) data, 

the full year’s growth has been raised to 6.7% only.  

Industrial growths well again with the Index of Industrial 

production (IIP) register an impressive growth rate of 7.5% in 

January 2018 as compared to 2.4% in January 2017. The faster 

pace of growth for January 2018 can be accorded to the growth 

of the Manufacturing and Electricity sectors. During April-Jan 

2018, the Manufacturing sector registered a growth rate of 4.3% 

while the Electricity sector grew at 5.3% for the same period.  

Manufacturing sub-sectors such as pharmaceuticals, electronics 

and transport equipment registered robust double digit growth 

rates, while growth in other sectors such as electrical equipment, 

garments and textiles slackened. 

India is one of the emerging, developing economies in the world, 

Contribution to GDP majorly from agriculture, industrial and 

service sectors. The industrial growth rate (7.5%) is lower than 

of service sector (9%), Because of under utilisation of available 

resources for promoting industrial growth. But most of the 

developed economies growth depends on industrial sectors. In 

this paper the researcher made an attempt to examine the role of 

APSFC in promoting industrial growth by the way of loan 

sanctions, disbursements year wise, district wise, industry wise 

and encouragement initiatives and incentives to existing and new  

industries to expand and growth  to increase industrial 

contribution to GDP from the state. 

Keywords: International Monetary Fund (IMF), Gross Domestic 

Product (GDP), World Bank, Index of Industrial production 

(IIP), Industrial Growth, Economic Survey etc.... 

I. INTRODUCTION 

apital is the core of the every business activities. In order 

to supplement the required capital of industrial concerns, 

certain specialized financial institutions have been established 

in the country in the post-independence era. Some of these 

institutions are meant for financing large-scale industries and 

some for financing Tiny, small, and medium scale sector. 

The State Financial Corporation has been setup as a 

specialized agency to provide financial assistance to small and 

medium scale sector. The State Financial Corporation is the 

Public Financial Corporation established under the State 

Financial Corporation Act 1951, enacted as a central 

legislation. The State Financial Corporation Bill has powered 

the State Government to establish financial corporation for 

their respective regions/states. The state Financial 

Corporations provide financial accommodation to private 

companies, partnership and proprietary concerns. The purpose 

of the corporation is to contribute to the industrialization of 

the area under its jurisdiction by providing medium and long 

term credit.  

The Andhra Pradesh State Financial Corporation (APSFC) 

came into existence in the year 1956 with the merger of the 

erstwhile Andhra State Financial Corporation and Hyderabad 

State Financial Corporation with the mandate to promote and 

develop small and medium enterprises. By 1st November 

2005, the corporation has entered into its golden jubilee year. 

APSFC is the premier term lending institution in the State 

which provides adequate and timely financial assistance to its 

clients and ultimately contributing for the industrial promotion 

in the State. 

The Corporation has posted brilliant performance in its 

business operations with improvement in the key operational 

areas of sanctions, disbursements and recoveries during past 

years. The improved operational results during the past years 

set a new record, exceeding the earlier record sanctions, 

disbursements and recoveries of the Corporation. 

Business Growth 

During the FY 2010-11, the total sanctions recorded a robust 

growth of 31.74% to Rs.1386.38crore from Rs.1052.38crore 

in the previous year. The Corporation’s disbursements 

increased to Rs.904.35crore from Rs.707.99crore, in the 

previous year, registering a robust growth of 27.74%, the 

sanctions reaches to Rs.1430.12crores and disbursements are 

Rs.951.41 crores in the year 2012-13, the performance of the 

Corporation in sanctions and disbursements during the year 

was highest ever record in the history of the Corporation. 
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Recovery Performance 

The Corporation continued efforts in the recovery front 

yielded impressive results. The Corporation has ensured its 

top position among its peers in the Country With the brilliant 

performance in all the key operational areas of Sanctions, 

Disbursements and Recoveries, the Corporation is likely to 

retain its NUMBER ONE position among all SFCs in the 

country for the past 10 years in a row. 

Loan Policy 

The Corporation, in the beginning of the financial year, 

formulates a loan lending policy based on the experience of 

the Corporation and performance of various sectors. The 

lending policy is approved after due deliberations in the 

Annual Officers Conference, where all the Branch Managers 

and Senior Officers participate. The Corporation has brought 

out Loan Lending Policy and also identifies emerging sectors. 

The Corporation has fixed industry wise exposure limits and 

exposure limits to individuals and groups. 

Source of Funds 

The aggregate resources rose by the Corporation by way of 

refinance from SIDBI, term loans from Commercial Banks 

and fixed deposits, besides the internal generation of funds. 

The Corporation also avails by way of Refinance / Loc under 

special refinance scheme for Micro & Small Enterprises from 

SIDBI, besides its fixed deposits. The Corporation has also 

availed term loans from Axis Bank, which was sanctioned in 

the previous years. The Corporation has also, utilized the need 

based overdraft facility from Syndicate Bank to address the 

temporary liquidity mismatches. 

Deployment of Funds 

The Corporation has maintained its default free track record 

by meeting all the principal and interest commitments on time 

to all its lenders. The Corporation has repaid to SIDBI 

towards LOC/Refinance instalments, redeemed SLR Bonds 

and fixed deposits. With a view to reduce the borrowing cost 

the Corporation has repaid to SIDBI carrying higher interest 

rate of 9.73% / 9.75%. 

II. NEED FOR THE STUDY 

Indian economy is estimated to grow by 6.9% in 2011-12 

mainly due to weakening industrial growth. This indicates a 

slowdown compared not just to the previous two years, when 

the economy grew by 8.4%, but also from 2003 to 2011, 

except 2008-9 economic downturn, when the growth rate was 

6.7 percent. The Economic Survey 2011-12, predicts 7.6% 

GDP growth in 2012-13 and 8.6% in 2013-14. The Economic 

Survey 2017-18 predicts India's GDP to grow 7 - 7.5 percent 

in 2018-19. Based on the economic survey the gross domestic 

product (GDP) data, the full year’s growth has been raised to 

6.7%only. With agriculture and services continuing to 

perform well, the slowdown can be attributed almost entirely 

too weakening industrial growth. 

The services sector continues to be a star performer as its 

share in GDP has climbed from 58% in 2010-11 to 59% in 

2011-12 with a growth rate of 9.4%. Similarly, agriculture and 

allied sectors are estimated to achieve a growth rate of 2.5% 

in 2011-12 with food grains production likely to cross 250.42 

million tonnes owing to increase in the production of rice in 

some States. The industrial sector has performed poorly, 

retreating to a 27% share of the GDP. Overall growth during 

April-December 2011 reached 3.6% compared to 8.3% in the 

corresponding period of the previous year. During April-Jan 

2018, the Manufacturing sector registered a growth rate of 

4.3%. 

By view of performance of Industrial sector in respect to 

GDP, likely to study the various reasons caused with APSFC 

for slower industrial growth. 

III. OBJECTIVES OF THE STUDY 

1. To analyze Industry wise, Loan Type wise sanctions 

& recovery by APSFC. 

2. To examine the Performance trends of APSFC. 

3. To assess the overall business growth. 

IV. METHODOLOGY 

The total data required for the study has been 

collected by using the primary and secondary data and 

collection was made in the following manner. 

The primary data has been collected with the help of 

officials of the firm and collected data regarding the policies 

procedures…etc. 

The Study is largely based on Secondary data which includes  

 Annual Reports 

 journals  

 bulletins  

 Web sites  

            The Period of study for evaluation of performance in 

terms of key result areas of APSFC for a detailed analysis of 

loans sanctioned and disbursed, the period is from 2012-13 to 

2017-18. The parameters for evaluation are operational 

results, loans sanctioned, loans disbursed, and recoveries.  

Statistical Techniques & Tools are used for the analysis of 

data includes Mean, Standard Deviation, C.V, CAGR and T-

test. 

V. REVIEW OF LITERATURE 

Ramakrishna Sarma (1982) in his work on industrial 

development of AP examines the pattern and structure of the 

industrial development of AP. It is analysed in the context of 

financial assistance extended by different State level 

development financial institutions, including the APSFC. The 

study concentrates on the assistance to units of backward 
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areas. In his opinion, the DFIs' assistance for industrial 

development in the backward area is purely inadequate. 

Sarrna finds very low disbursement ratio in the case of back 

ward districts and insufficiency of working capital in many of 

the aided units. He concludes stressing the need for greater 

integration of the functions of the APSFC and commercial 

banks in the State. He also recommends a structural change in 

the SFCs Act so as to make them better performers in 

industrial financing. 

Chengaiah Chetti (1985) examines the role of APSFC in the 

industrialization of AP. He evaluates that the overdue position 

of the Corporation is becoming worse day by day. He favours 

the formulation of various techniques to check the over dues. 

T. Satyanarayanan (1989) evaluates the share of the APSFC 

in extending financial assistance to the SSIs in AP. The study 

also covers the performance of the Corporation in the 

fulfilment of the objectives set before it by the government 

and considers how it could revamp the policies. 

Satyanarayanan stresses the need for evolving some criteria 

for financial institutions to follow in their lending activities 

Ramakrishnaiah (1998) attempted to evaluate the role of 

Andhra Pradesh State Finance Corporation (APSFC) in 

financing the SSI sector in Andhra Pradesh since its inception 

till 1995-1996. The study was analytical in nature, 

concentrating on the pattern of financing the SSI sector, 

examining year-wise, type-wise, constitution-wise, purpose-

wise and region-wise sanction and disbursement in Andhra 

Pradesh. The data for this study have been exclusively drawn 

from the annual reports of APSFC. They find that the major 

forms of loans extended to SSI sector were term loans only. 

Other forms of loans, such as working capital, soft loans and 

bridge loans have not only been marginal, but also their share 

declined gradually over the years. 

 

V. ANALYSIS OF DATA 

Table 5.1 

Loan Sanctions & Disbursement Performance of APSFC                                                                                                               

(Rs.in Crore)  

Years Loan  Sanctions Loan Disbursements 

2007-08 1006.66 662.67 

2008-09 885.67 685.70 

2009-10 1052.38 707.99 

2010-11 1386.38 904.35 

2011-12 1368.82 936.89 

2012-13 1430.12 951.41 

2013-14 1315.34 882.76 

2014-15 694.59 673.86 

2015-16 1261.99 758.11 

2016-17 999.50 728.52 

Total 11401.45 7892.26 

Mean 1140.145 789.226 

S.D 234.76 110.185 

C.V 20.95 13.96 

CAGR 0.071 0.95 

T-test 

(Cal. Value) 
9.55 

t-value(Tab.val) 2.262 

 

From the above calculated arithmetical figures of loan 

sanctions by APSFC during the study was Rs.11, 401.45 

crores, the Mean Value record as 1140.145 crores, S.D Value 

is 234.76 and in the same way the numerical figures for loan 

disbursements by APSFC during the study was Rs. 7,892.26 

crores. The Mean value is 7898.226 crores, S.D Value is 

110.185, and Coefficient of Variation is 20.95, 13.96 

respectively. And the compounded annual growth rate 

(CAGR) is 0.071%, 0.95% respectively. 

The T-test values calculate is 9.55 but whereas the table value 

2.262@5 percent level of significance. T calculated value is 

greater than table value thus the performance is not reached 

against the expected loan sanctions even there is a contentious 

Growth in loan sanctions and disbursements.

Table 5.2 

Industry Wise Loan Sanctions and Disbursed For Last 5 Years 

(Rs.in Lakhs) 

S.N

o 
Type of Industry 

Loan Sanctions Loan Disbursements 

2012-13 13-14 14-15 15-16 16-17 2012-13 13-14 14-15 15-16 16-17 

1 Food Products 10505 9861 5621 6740 4552 6883 5955 5530 6037 4286 

2 Beverage &Tobacco 771 1762 481 1706 2120 892 350 500 194 1468 

3 Textile 8926 7664 522 5699 3841 4674 7212 486 6270 2588 

4 Wood Products 826 665 512 340 2531 666 270 466 351 511 

5 Paper Products 3628 1733 3545 1642 3088 2352 1554 3123 909 2488 

6 Printing, Publishing 704 173 630 1527 309 464 461 573 989 570 

7 Leather Products 413 400 378 000 000 337 400 378 000 000 

8 Rubber Products 627 2247 645 242 672 923 525 592 236 683 

9 Chemical Products 17657 16444 8763 18822 16735 11386 11539 7784 9116 12112 

10 Non Metallic Mineral 13380 8029 6421 5439 4641 9029 8561 5531 3797 3793 

mailto:2.262@5
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11 Transport Vehicle 225 660 480 56 37 324 636 432 737 36 

12 Petroleum Products 903 2288 921 324 727 254 2174 898 428 304 

13 Basic Metal Industry 2381 8035 1120 2680 4632 3601 4615 932 1252 3621 

14 Metal Products 3202 3644 1322 3250 3289 1693 1776 1301 2007 1112 

15 Machinery Except (E.M) 5295 4439 2376 3486 5532 4654 2606 2301 3495 3533 

16 Electrical Machinery 1011 3742 1168 3166 3259 1152 1226 1112 1209 1689 

17 Mis. Manu. Industry 1499 1384 1012 3399 2803 1974 1155 998 2549 3206 

18 Gas Manufacture 0000 000 000 000 000 0000 000 000 000 000 

19 Medical Loans 6984 5316 4612 000 9285 6001 5730 4012 1190 8470 

20 Fisheries Loans 000 000 000 000 000 000 000 000 000 000 

21 Electricity Generation 000 000 000 000 000 000 000 000 000 000 

22 Services Sector 15302 8510 5324 11110 9195 13664 8631 4678 6886 7768 

23 Other Industries 36045 38196 18721 40511 15650 24218 22901 16812 27784 14611 

24 Total  In Crores 1430 1315 694 1216 999 951 882 674 758 729 

    

   

From the statistical figures of loan sanctions of APSFC 

Industry wise observed that the corporation loan 

disbursements to various industry is less than expectation and 

only for few industry it reaches its expectations. And its 

allocations for few industries is almost nil because of heavy 

risk projects. In the Year 2014-15 the corporation sanctions 

and loan disbursements are almost equal, except this the loan 

disbursements are about 70 to 75%only.  

It is find that the APSFC Loan Sanctions were nil for 

Fisheries Loans, Electricity Generation, Gas Manufacture 

and for Leather Products, Rubber Products, the sanctions 

and disbursements are very low and not encouraging APSFC 

these sectors. 

Table 5.3 

Recovery Performance of APSFC 

(Rs. in Crore) 

Years Principal Interest Total 

2007-08 421.72 200.22 621.94 

2008-09 449.25 208.83 658.08 

2009-10 528.04 257.08 785.12 

2010-11 614.48 287.90 902.38 

2011-12 636.14 330.33 966.47 

2012-13 619.31 369.68 988.99 

2013-14 668.14 408.30 1076.44 

2014-15 776.76 437.26 1214.02 

2015-16 857.31 416.07 1273.38 

2016-17 778.31 396.45 1174.76 

Total 6349.46 3312.12 9661.58 

Mean 634.95 331.21 966.16 

S.D 135.371 83.46 214.99 

C.V 21.32 25.21 -------- 

CAGR 6.32 7.07 6.56 

T-test 

(Cal. Value) 

 

10.91 

t-value(Tab.val) 2.262 

                                                                                                        

The above table Represents Recovery Performance of APSFC 

during the study period. The principal amount and interest 

recovery is increased regularly but it very less when compared 

to the loan outstanding amount and loan sanctions for past 

years. 

The total principal amount collected during the study period is 

Rs.6349.46 crores and interest amount is Rs.3312.12 crores. 

The calculated Mean Values are 634.95 & 331.21 

respectively. The S.D of principal is 135.371 & for interest are 

83.46, Coefficient of Variation is 21.32, 25.21 respectively 

and where as the compounded annual growth rate is (CAGR) 

around 6% 

T-test value calculated is 10.91 but the table is 2.262 @ 5 

percent level of significance. The premeditated value is 

greater than the table thus recovery performance is not 

reached as per the test.  

VI. FINDINGS 

 The APSFC performance in terms of loan sanctions, 

disbursements is growing year by year but industry 

wise sanctions are not good at time to time.   

 The APSFC is not encouraging some of the sectors 

which are like Fisheries Loans, Electricity 

Generation, and Gas Manufacture and for 

Leather Products, Rubber Products. 
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  The recovery of principal and interest amount is 

very low when compared to loan sanctions and 

disbursements. And this recovery performance is 

below average. 

 The APSFC loan sanction to various industries 

indicates the corporation is not ready to take any 

measures to recover the outstanding amount and take 

initiatives for new approvals for further projects. 

 In the year 2014-15 the corporation disbursements 

reaches its expected loan sanctions.   

VII. CONCLUSION 

           The APSFC is one of the better SFC in India in terms 

of loan sanctions and disbursements and it also got Number 

One Position in many times. But the fact is the financial 

performance not good and it is proved in t-test. The 

corporation sanctions and disbursements are not good so far 

for Industrial Growth and Development.  The APSFC has to 

revise/make appropriate policies to improve financial 

performance and recovery of outstanding amount by 

introducing schemes to the existing clients for improving 

Industrial Growth and Development.  
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