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Abstract

For the survival and growth, every organization should be capable to translate its mission, vision, goals, objectives, plans
and programs enhancing performance. Rastriya Banijya Bank limited (RBBL) was incorporated in 1966 through enactment
of special statute on Rastriya Banijya Bank (RBBL) Act.1966, with mains objective to provide banking and financial service
related business in the country. In this context, this article explores the capacity and performance level of Rastriya Banijya
Bank limited and discussion about contribution of RBBL in banking business in Nepal. Continuous performance is the
objective of any organization because only through performance, organizations are able to grow and progress. For the
discussion, about Performance of RBBL, operating status of RBBL, financial status of RBBL, total investment Share and
loan investment, dividend received, contribution on business credit transfer, Revenue generation, Shareholder's Fund/net-
worth, working capital, administrative and unfunded liabilities of RBBL on the based on PBM theory assumptions.
Secondary data are obtain from Ministry of Finances and National planning commission and some of the key personnel of
the RBBL are also interviewed. The finding shows that there are still very important roles of RBBL for service delivery
system, social and economic development, and the roles of income Tax; value added tax and not taxable-tax collection and
social welfare, Employees' generation, curtailing, syndicate and market control, the role of crisis management and
emergency situation etc.
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Banking Business, Supply Management.

Copyright © 2021 The Author(s): This is an open-access article distributed under the terms of the Creative Commons Attribution 4.0 International
License (CC BY-NC 4.0) which permits unrestricted use, distribution, and reproduction in any medium for non-commercial use provided the original
author and source are credited.

Government of Nepal. The bank has been working as a
INTRODUCTION premier business credit institution since last three
decades, contributing the more than 50 % of
institutional business credit supply in the country.
Hence, business finance is the principal operational area
of RBBL. Furthermore, the bank has also involved in
commercial & rural credit banking operations.

Particularly after the great depression of
1930s, Public enterprises were created in both
developed and developing countries in the World for
economic and social development [1]. Nepal was also
not exception for establishing such entities. Nepal
establishes more than five dozen of such enterprises up

to the late Sixties. Rastriya Banijya Bank (RBB) was The enactment of Bank and Financial

onhe_ ﬁf hthesg corporatt)ilgnﬁ drel_ateﬁl to IBar_ll;]in% secto_r, Institution Act (BAFIA) abolished all Acts related to
which has been ?SV" 1shed In-INepa W't_ tnesmain financial institutions including the RBBL Act, 1966. In
objective of providing banking business in Nepal as line with the BAFIA, RBBL has been incorporated as a

well as institutional credit for enhancing the production

and productivity of the business sector in the country, operates as a “A” category financial institution under

Rastriya Banijya Bank (RBB), Nepal was established in the legal framework of BAFIA and the Company Act
1966 through enactment of special statute on Rastriya 2053, '

Banijya Bank (RBBL) Act.1966, as successor to the
commercial Bank.

public limited company on july14, 2005. Thus, RBBL

At present, RBBL has been providing business
credit from 238 branches, less banking (RLB) from 99

Rastriya Banijya Bank Limited (RBBL) is an branches and 204 ATMs all over the country by core

“A” class autonomous organization largely owned by
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banking system (MOF:2020). Furthermore, It is also
providing Locker facilities, ATM facilities, Demat
service, C-ASBA, RBB mobile banking, RBB Pos
service, RBB remit, RBB house loan, Vehicle loan,
Fixed Account, Visa Debit Card, Internet Banking
services, RBBL providing the connect IPS, and
Electronic Banking etc.

In this back ground, it is curious that why
some of the Nepalese Public Banks are able to perform
well and the others are not able to make profits. To
what extent the bank contributing to business credit
supply? What are the major challenges of banking
management in Nepal? Against, this backdrop, this
research article has been attempted to analyze and
review the financial efficiency and operational
condition of RBBL. The researcher discussion 5 years
trends analysis of Nepalese public bank (RBBL) from
different corner i.e. financial efficiency of Government
owned Public Bank, government share investment, loan
& dividend received from RBBL, RBBL contributions
on business credit supply, revenue & shareholders' fund
and also analysis of working capital, administrative
expenditure & unfunded liabilities of RBBL. For the
purpose of writing this article the financial and
operation performance of RBBL has been reviewed. In
addition, some of the key informants were interviewed.
The secondary information was triangulated with
primary information for substantiating the factual
information.

OBJECTIVES AND METHODOLOGY

The primary objective of this study is to
review and analyze the overall performance trends of
RBBL in Nepal. In order to achieve the objective, the
relevant information and data have been collected from
both primary and secondary sources. Primary data was
collected through personnel interview with policy
makers, academician, CEO, executive committee, key
personnel of RBBL and others. The secondary sources
was included the various publication of ministry of
finance (MOF), National planning commission (NPC)
,Central Bureau of Statistics(CBS), Research and
survey reports of various national and internationals
institutions, Books, Journals, thesis and dissertation
Reports etc.

THE LITERATURE REVIEW AND

ANALYTICAL FRAMEWORK

In this section, literature related to
Performance Based Management (PBM) and Public
Bank performance reviewed to provide a background of
the study, to identify the relevant variables and to
formulate an analytical framework for the study. The
concept of organizational performance or effectiveness
holds a central position in the management of both
public and private organizations as well as in the field
of organizational research over the last decades,
concerns for efficiency, productivity, excellence and

total quality have become increasingly widespread in
western organizations [2-4]. Performance Management
(PM) is more than the end of the year appraisal about it
translating goals in to results. Performance
Management focuses not only on individual employees
but also on teams, programs, processes and the
organization as a whole. Performance is a multi-
dimensional concept. On the most basic level [5].

Severals studies that have examined in the past
issues of the performance evaluation of public
enterprises include [6-15]. The majority of previous
study examine the development of a general framework
for performance evaluation of public enterprises,
although the determination of the appropriate
performance evaluation criteria for evaluation of public
enterprises. Performances are directly related to the
objectives of each public enterprise [13, 15, 16]. The
others significant determining issue of public
enterprises objectives is a social as well as a
commercial role so that there is multiple objectives in
the operation of PEs including efficiency, profitability,
income  distribution and contribution to the
implementation of macroeconomic policies [13].
Organizational Performance may be defined as the
transformation of inputs in to outputs for achieving
certain outcomes with regard to its content,
performance informs about the relationship between
minimum effective cost (economy) and outputs
(efficiency) or achieved outcome (effectiveness) [17, 4].

Organizational performance refers to ability of
an enterprise to achieve such objective as high profit,
quality product, large market share, good financial
results and survival at pre-determined time using
relevant strategy for action [18]. The current debate on
terms like performance, productivity and quality is still
confusing, since and adequate and commonly accepted
definitions are rarely found within both academic and
commercial circles [19, 20]. However, performance is
the Umbrella term of excellence and includes
profitability and productivity as well as other non-cost
factors such as quality, speed, delivery and includes
profitability and productivity as well as other non-cost
factors such as quality, speed, delivery and flexibility
[19, 21].

For instance, Venkatraman & Ramanujan [22]
consider three aspects of performance among them are
financial performance, business performance and
organizational effectiveness and the later have been
subsequently known as organizational performance
[23].

Continuous performance is the focus of any
organization because only through performance,
organizations are able to grow and progress [24]. The
main objectives of organizational Performance
evaluation is refers to ability of an enterprise to achieve
such objectives as high profit, quality product, large
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market share, good financial results and survival at pre-
determined time using relevant strategy for action [18,
25]. Performance management is important for an
organization, as it helps organizations ensuring
employees are working hard to contribute to achieving
the organization's mission and objective. Organizational
performance can also be used to view how an enterprise
is doing in terms of level of profit, market share and
product quality in relation to other enterprises in the
same industry. Consequently, it is a reflection of
productivity of members of an enterprise measured in
the terms of revenue, profit, growth, development and
expansion of the organization [25]. Performance
measurement is made up of a set of procedures that help
government organizations optimize their business
performance and it provides a background for
organizing, automating and analyzing business
(tendency) trend, metric, process and systems that drive
business performance.

Furthermore, Sharma [27] conducted on his
research Performance of Public Sector Bank by using
CAMEL model analysis. He also comparison the
performance of public Bank to others bank as well. The
research finding shows that public sector bank gives
better performance than others private Banks. The result
of Public Bank was satisfactory then private Banks [27,
26, 14].

Similarly, Prasad & Ravinder [28] were
conducted research about the performance of Indian
Banks, which was related to the Public sectors. The
sample size of banks was 20 & they applied CAMEL
model to find out financial performance. Researchers
find outs the comparative study of some Indian banks.
An Andhra bank was one of the highest best-performed
Banks in the India. Which were also followed by the P
& S Bank & Bank of Baroda, at last Central Bank of
India showed very low performance [28].

Furthermore, Hui [29] tried to find out the
factors affecting the performance of Nepalese
Commercial Banks By using various camel ratios such
as return on asset (ROA), return on equity (ROE),
capital adequacy ratio (CAR) etc. As Public sector
banks have higher total assets compared to joint venture
or domestic private banks, thus ROA was found higher
whereas overall performance of public sector was
unsound because ROE and CAR of joint venture and
private banks was found superior. The financial
performance of public sector banks is being eroded by
other factors such as poor management, high overhead
cost, political intervention, low quality of collateral etc.
[29, 30, 4].

Similarly, Malhotra [31] measured the
financial performance of Indian public sector banks
asset by camel model and applying the tests like Anova,
f-test and arithmetic test for the data collected for the
year 2007-2011. They concluded that the top two

performing banks were bank of Baroda and Andhra
bank due to high capital adequacy and asset quality and
the worst performer was united bank of India because
of management inefficiency, low capital adequacy and
poor assets and earning quality. Central Bank of India is
at last position followed by UCO bank and bank of
Maharastra [31, 30].

Chaudhary [32] conducted a study to measure
the right performance of public and private sector banks
by the use of secondary data collected from annual
reports, periodic plans, website etc. for the year 2009 —
2011. He also found out that in every aspect, private
sector bank has performed better than public sector
banks and itwas growing at faster than public Banks
[32, 30, 4].

Theoretical Considerations

The study draws upon the theoretical insights of
the academic literature on Performance Based
Management (PBM) theory. Performance-based
management (PBM) theory is a systematic approach to
performance improvement through an ongoing process
of establishing strategic performance objectives,
measuring  performance,  collecting, analyzing,
reviewing and reporting performance data and using
that to drive improvement. Performance measurement is
the comparison of actual levels of performance to pre-
established target level of performance. It is generally
indicates inputs, activities, outputs, outcomes and goals.
The main objective of this approach is to increase
efficiency and effectiveness in terms of organizational
performance and service delivery.

Indicators of Performance Evaluation/Measurement

Organizational performance evaluation
technique and methods used to measure and manage it
have been a current debate in both management theory
and practice. Performance evaluation process of
organization generally involves in both implementation
and monitoring strategy of the organization that sets of
standard ratio between the goals purposed and the
results obtained [33, 23]. Performance measurement as
the sets of metrics used to quantify both the efficiency
and effectiveness of actions [34]. Hancott, point out
that, a number of indicators have been adopted to
measure organizational performance since mid-1900,
such as profit growth rate, net or total assets growth
rate, return on sales, shareholder's return, growth in
market share, number of new products, return on net
assets etc. [35]. A number of studies have applied in
different ways to evaluate organizational performance
[36-39] review 17 organizational effectiveness models,
integrate  this measurement of  organizational
performance from various studies and generalize this
measurement in to three dimensions: financial
performance, business performance and organizational
effectiveness. In addition, Delaney and Huselid [40]
suggest two ways to assess organizational performance
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there are organizational performance and marketing
performance.

Later, Tippins and Sohi [41] purpose
organizational performance is measured on four
dimensions. These are relative profitability, return on
investment, customer retention, and total sales growth.
The Economic Advisory council in its report titled "PEs
in India: Some current issues” Suggests different
parameters of performance evaluation Indicators such
as financial, production, investment efficiency,
productivity and social audit. Furthermore, Victor
Powell [42] has explained that there are several
indicators for measuring PEs performance such as
General performance, management performance,
Investment performance, costs break down (input co-
efficient and physical performance (i.e. resource use).
Previous research had used many indicators to measure
organizational performance such as profitability, gross
profit, return on asset (RoA), return on investment
(Rol), return on equity (RoE), return on sale (RoS),
revenue growth, market share, sales growth and
operational efficiency [43, 44, 4].

There are various indicator of organizational
performance evaluation of public Bank but in this study
focused to analyze and review the financial efficiency
and operational condition of RBBL. The researcher
discussion 5 years trends analysis of Nepalese Public
Bank RBBL from different corner i. e., operating status
of Nepalese Bank in different fiscal year, financial

efficiency of Government owned Public Bank RBBL,
government share investment, loan & dividend received
from RBBL, RBBL contributions on business credit
supply, contribution on revenue generations &
shareholders' fund and also analysis of working capital,
administrative expenditure & unfunded liabilities of
RBBL.

ANALYSIS AND DISCUSSION
I. The financial status of Agriculture Development
Bank Limited.

The corporate from RBBL in Nepal existed
only in 1966 when the government of Nepal decided to
go for providing institutional credit for enhancing the
business in the business sector in the country. RBBL is
in the first commercial bank in Nepal. Financial
performance measures of public Bank depend upon the
economic  viability, including directing  cost
comparison, ignore both of the non-cash element and
the time of value of money (Panthi, 2019c) [4]. Bank
investment out of general revenue to support overall
economic development rather than produce profit so
that RBBL performance focused on Net capital
investment, overall net profit/loss, total operating
income, total operating profit/ loss, operating profit to
net capital investment percentage and cumulative
profit/loss were taken important financial indicator of
RBBL performance evaluation which was given in
table-1

Table-1: Financial Efficiency (profit/loss) of RBBL

S.N. | Fiscal Net Capital | Total Total Total Net Cumulative Operating Profit
Year Investment | operating operating operating Profit/ Loss to Net Capital
(FY) (in income (in | Cost (in profit/Loss(in | (millions) Investment (%)

millions) millions) millions) millions)

1. 2013/14 NA 59481.99 65004 13101 -19855 15.25

2. 2014/15 NA 60417.10 69199 18367 -43658 21.38

3. 2015/16 NA 53745.26 75043 46439 62549.47 66.57

4. 2016/17 | 95500.49 67193.76 684538 23553 -99831.25 24.66

5. 2017/18 1064314 72640 100929 27763 -115253.27 21.63

Source: Original Data from MOF: 2013/14/15/16/17/18

In above, table shows that net operating
income has been increasing and reached was
Rs.60417.10 millions in FY 2014/15 which was only
Rs. 59481.99 millions in previous FY2013/14. The total
operating profit has reached 18367 millions in FY
2014/15 which was Rs.13101 millions in last
FY2013/14.The cumulative loss has been increasing
and reached Rs. -43658 and operating profit to net
capital investment increasing by 21.38% which was
subsequently Rs.-19855 millions and 15.25% in last
FY2014/15.

Furthermore, net capital investment has been
reached Rs.95500.49 million in FY 2016/17. The total
operating income has been increasing and reached
Rs.67193.76 millions in FY 2016/17 which was only
Rs.53745.26 millions in previous FY2015/16. The total

operating cost had reached Rs.684538 million in
FY2016/17 which was Rs.75043 millions in last
FY2015/16. The net operating profit has been
decreasing and reached Rs.23553 millions in
FY?2016/17 which was Rs.46439 million in FY2015/16.
The cumulative loss has significantly increasing and
reached Rs.-99831.25 millions in FY2016/17 which
was found positive Rs.62549.47millions in last FY
2015/16. The operating profit to net capital investment
percentage has been decreasing and reached 24.66% in
FY2016/17 which was 66.57% in last FY2015/16.

At last fiscal year 2017/18, the net capital
investment has increasing and reached Rs.1064314
million, total operating income also increasing and
reached Rs.723640 millions and total operating cost has
been decreasing and reached Rs.100929 millions.
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Similarly, the net capital investment has been increasing
and reached Rs.27763 millions, cumulative loss have
has been increasing and reached Rs.-115253.27 millions
and operating profit to net capital investment
percentage has decreasing and reached 21.63%.

In above data analysis shows that net capital
investment of government of Nepal in RBBL has been
increasing day by day. The operating profit and
operating cost also have been increasing. The operating
profit has slightly increasing but cumulative loss has
been significantly increasing. The percentage ratio of
profit was satisfactory compared than other public
institutions of Nepal, which was upper than the current
interest rate of market price. Hence, the RBBL

significantly earning profit but improvement is required
to maintain their fiscal discipline for their sustainable
growth and development.

Il. Government Share, Loan Investment & Dividend
received from RBBL

The total share and loan investment of
Government of Nepal and dividend received from
RBBL is very important indicator for measuring
performance of public Bank so that in this research also
find out the total share and loan investment of
Government of Nepal and dividend received from
RBBL in different fiscal year, which is given in table -
2.

Table-2: Government Share investment, Loan& dividend received from RBBL

S.N. Fiscal Year Total Investment of GONs Dividend received| Returnon

(FY) Share Investment (in Loan Investment (in (in millions) Equity (%)
millions) millions)

1. 2013/14 85890 3266.32 865.70 102.96

2. 2014/15 85890 3000 8782.04 NA

3. 2015/16 85890 3000 352249.61 69.56

4, 2016/17 85890 NA NA 27.37

5. 2017/18 85890 600 30727 26.34

Source: Original Data from MOF: 2013/14/15/16/17/18

In above table shows that, the share investment
of Government of Nepal in RBBL has reached to Rs.
85890 millions constant from FY2013/14 to until
FY2017/18 but the loan investment has been slightly
decreasing and had reached Rs.600 millions in
FY2017/18 which is Rs.3266.32 millions in
FY2013/14.

Similarly, government of Nepal had received
Rs.30727 millions dividend from RBBL in FY 2017/18
which was only Rs. 865.70 millions in FY2013/14. The
return on equity ratio has been highly decreasing and
reached 26.34% in FY 2017/18 which was 102.96% in
FY 2013/14.

The above phenomenon shows that, the rate of
government share investment is constant but loan has
decreasing tendency. Dividend received ratio has been
found in increasing and return on equity percentage was
found decreasing trends.

1. Assets Management of Rastriya Banijya Bank
Limited (RBBL)

Assets Management and shareholder’s fund /
Net-worth determine the overall performance of Bank.
The role of Shareholder's fund is also very important
variable of performance measurement so that the assets
performance status of RBBL and shareholder's fund
/net-worth are given details in table.-3.

Table-3: Performance Status of PEs contributions on GDP/Revenue & Shareholder's Fund

S.N. | Fiscal Year | Net Fixed Current Loan Cash and Bank Shareholder found/Net-
(FY) Asset Asset Investment Balance worth (in million)

1. 2013/14 4891 23200.20 490449 131381.53 12725

2. 2014/15 4910.65 23865.73 893827 NA 23866

3. 2015/16 5242.01 228946 1073896 190640.03 66758

4, 2016/17 5121 182178 1255465 44822.12 86062

5. 2017/18 6924 15914 1021616 190052 104840

Source: Original Data from MOF: 2013/14/15/16/17/18

In above table shows that RBBL has been
capitalized Rs.4910.65 millions net fix asset and
Rs.23865.73 millions current asset in FY2014/15 which
was respectively Rs.4891 millions and Rs.23200.20
millions in FY2013/14. The loan status has reached
Rs.893827 millions and shareholder fund had reached
Rs.23866 millions in FY 2014/15 which was

subsequently Rs.490449 and Rs.12725 Millions in last
FY 2013/14.

Furthermore, net fixed asset has been slightly
increasing and reached Rs.5121 millions and current
asset has been decreasing and reached Rs.182178
millions in FY2016/17 which was respectively
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Rs5242.01 millions and Rs. 228946 millions in
FY?2015/16. Similarly, loan investment and shareholder
fund both have been increasing and reached
Rs.1255465 millions and Rs. 86062 million respectively
Which was subsequently Rs.1073896 million and
Rs.66758 million in last FY2015/16.

At last fiscal year 2017/18, net fixed asset has
been increasing and reached Rs.6924 million and
current asset has been decreasing and reached Rs.15914
million. Again, Loan investment status was found
decreasing and reached Rs.1021616 millions but
shareholder fund was found increasing than last FY
then Reached Rs.104840 million.

In above situation analysis, net fixed asset,
bank balance, shareholders fund was increasing trends
but current asset, loan investment were decreasing
trends. Which was indicates that the rate of investment
and business credit supply rate was increasing which is
help to determinant the overall performance of RBBL.

IV. Working Capital, Administrative expenditure &
unfunded Liabilities of RBBL

Employee's generation possibility,
administrative expenditure & unfunded liabilities also
impact to determine on RBBL performance so that
these all of above variables are given in table — 4.

Table-4: Working Capital, Administrative Expenditure& Unfunded L iabilities of RBBL

. Administrative Ratio of Administrative S
Fiscal No. of . . . Unfunded Liabilities
S.N. expenditure (In expenditure on Operational .
Year (FY)| Employees - of PEs. (In millions)
millions) Income (%)
1. 2013/14 2626 29797.58 NA 2275
2. 2014/15 2678 29132.04 48.22 12380.05
3. 2015/16 2672 32255 29.39 8470.34
4. 2016/17 2467 37070 55.17 0
5. 2017/18 2248 40078 39.71 0

Source: Original Data from MOF: 2013/14/15/16/17/18

In above table shows that, all together 2678
employees were working in FY 2014/15 which was
2626 in previous FY 2013/14. The Administrative
Expenditure has reached Rs 29132.04 million in
2014/15, which was also Rs. 29797.58 millions in last
FY 2013/14. The unfunded liabilities of RBBL were
found Rs.12380.05 millions in FY 2014/15 which was
only Rs. 2275 mission in Previous FY 2013/14.

Furthermore, employees of RBBL have been
decreasing and reached 2467 in FY2016/17 which was
2672 in FY2015/16. The administrative expenditure has
been significantly increasing and had reached Rs.37070
million in FY2016/17 which was only Rs.32255 million
in FY2015/16. The ratio of administrative expenditure
on operational income has been increasing and reached
55.17% which was only 29.39% in FY 2015/16. The
unfounded liabilities had been decreasing and reached
Rs.8470.34 million.

Similarly, human working capital of RBBL
have been decreasing and reached only 2248 and
administrative expenditure has been increasing and
reached Rs.40078 millions in last fiscal year 2017/18.
The ratio of administrative expenditure on operational
income has been decreasing by 39.71% and unfunded
and contingent liabilities have not been founded.

In above trends analysis shows that the
performance of RBBL has been going to improvement
each and every year and become provide satisfied
performance level from last FY B2017/18 to still date.

CONCLUSION

Rastriya Banijaya Bank Limited was
established in Nepal with the main objective of
providing institutional business credit for enhancing the
production and productivity of the business sector in the
country. It is also obvious that, in spite of huge capital
investment by government of Nepal in RBBL have been
able to provide satisfactory financial credit for business
promotion, development, and financial returns on the
overall net profit, total operating income operating
profit to net capital investment, Government revenue
generation and Employees Generation. The rate of
Employees generation was found decreasing trends in
the research periods. The administrative expenditure
was slightly increasing and unfunded liabilities were
totally controlled, which indicate that the question about
transparency,  accountability,  productivity  and
performance of RBBL in Nepal. In additions this, the
achievement of RBBL as a public enterprises
investment of Government is better than the other sector
of public enterprises. The rate of return from RBBL in
Nepal is getting better than the current interest rate of
market price. The capital output ratio also remained
satisfactory the labour productivity also showed little-
bit unfavorable trends with a few exceptions. In fact,
the all capital output ratio, employee productivity ratio,
and value added employee return, share and loan and
investment ratio, dividend-received ratio have been up
to the mark better than the balance level. RBBL has
passed to perform in an efficient manner
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On the other hand, the role of RBBL has

become remaining significant in mobilizing income tax,
value added tax and non-taxable tax, public welfare,

service delivery,

employees generation, Carting,

Syndicate controlled, Market controlled, financial crisis
management and an emergency situation.
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