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ABSTRACT

The purpose of this study is to analyze the effectiveness of the banking industry in India's provision of credit to the
manufacturing sector. This article examines the positive effects of banks' credit facilities on the industrial sector's
cash management, production capacity, and actual challenges connected to the timely release of funds.

INTRODUCTION

When it comes to resource mobilization and distribution, the monetary division is indispensable. Banks, financial
institutions, instruments, and markets are all part of the financial sector, which helps the economy by redistributing
resources from the surplus sector to the other sectors that are in need of them.

When it came to financing businesses and individuals in the years leading up to independence, commercial banks
were the norm. The Government of India released the Industrial Policy in 1948, shortly after the country gained
independence, with the goal of establishing a stable industrial foundation and a robust rural and small-scale
manufacturing sector.

The State Financial Corporations (SFCs) and State Industrial Development Corporations (SIDCs) are examples of
state-level development banks, whereas IFCI, ICICI, IDBI, SIDBI, and NSIC are examples of national-level
development banks.

Lenders and borrowers enter into a binding agreement called a loan when financial assistance is sought. Banking
institutions are primarily engaged in the provision of financial services, including the provision of loans and
advances to commercial and industrial enterprises.

COMMERCIAL FINANCE

For a bank to succeed in today's competitive market, it must meet the diverse and evolving needs of its customers.
Because of this, lending institutions have emerged as a key part of the financial sector's recent evolution. Credit
needs in the business for the long term have also begun to receive funding from banks. As a result of the Indian
government and the Reserve Bank of India's efforts to liberalize the banking system, a new era has begun.

Traditional banks focused on meeting the long-term credit needs of businesses, but today they also offer working
capital loans, domestic and international letters of credit, and other innovative financial services. To make it
through a nuclear winter, "universal banking" is a necessity.
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AIM IN MAKING A LOAN

To learn what factors banks use to decide whether or not to lend money to the manufacturing industry.

To identify the most popular loan applicant industry.

To see which demographics (minorities or majorities) have easier access to credit.

To be familiar with the company's organisational framework as It is necessary, while applying for a loan,

To determine how firm size, financial system, and business experience affect the likelihood of obtaining a
loan.

6. To gain entry to the organisation in the interim between obtaining government clearance for the business
and having the loan sanctioned.

aprwdE

A borrower's creditworthiness is determined by research and analysis conducted by a bank's credit department,
which is then used to make a loan decision. Using the list, we may assess the borrower's creditworthiness.

1. Character: A banker's attention to an applicant's credit history is crucial. The only thing that matters is how
trustworthy the loan applicant is.

2. Capacity: It's the company's ability to turn a profit, which is used to pay back loans. Repaying debt is often
accomplished through a combination of cash flow and reorganizing the capital structure.

APPROACHES TO RESEARCH
Methods and equipment to be employed

The argument is made more clearly by the use of tables, bar diagrams, and the structures. Raw data was tabulated.
The use of these devices makes patterns more apparent. Other statistical methods are those that need to be applied.
The fundamental quality of a ranking technique is that it orders a set of criteria in some fashion.

The z-test, which involves a large sample size, can be used to determine whether or not two populations'
proportions are equal.

You can use Anova to determine if the differences in variability are statistically significant.

The purpose of multiple regression analysis is to establish a connection between a set of independent variables and
a dependent one.

The chi-square test is employed to investigate whether or not two variables may be considered to be completely
separate.

DATA GATHERING

Bank regulations differ from place to place, and the current economic climate suggests that other variables may
come into play when a commercial bank decides whether or not to make a loan. To be more specific, the database
contains details about financial institutions that voluntarily shared their loan application strategies with the public
and private sectors. A total of 10 managers from PNB, AXIS, SBI, and HDFC branches in the cities of Greater
Noida and Noida were chosen as a representative sample in March 2013 to collect data on customers' priorities,
preferences, and perspectives.

They were given a questionnaire that had already been field tested, interviewed in person using a specially
developed interview schedule, and observed in their natural habitat. For this study, we employed the use of a
structured questionnaire to collect information.
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READING AND UNDERSTANDING
A. Structural Analysis

Lenders should make a note of the company's legal status, whether it is a sole proprietorship, partnership, or
corporation. A one-way anova is run to compare the two loan applications for structural differences.

Null proposition: -
Explanation: -maximum bankers favor the manufacturing unit business while sanctioning the
Ho: the is no change in the structure of the firm

Ho: the is no chamge in the structure of the firm

Source of | D Sum of Mean sum of f
variable
Columna(tvpe of | 2 B6.79 43 395 Fi=1207
Error 12 73 6.08
Total 14

FO.005(2,120=3 B8<gal f--— hO is rejected

Explanation: -there is a variation in the firm's structure in obtaining a loan.

The percentage of responses received for each group is shown in the table below.

Tvpe of structure Percentage
Sole proprietorship 14%;
Partnership 0%
corporate 26%

2. examination of ownership

When taking into account the firm's ownership, it's crucial to record the type of professional, such as minority trade
(Minority ownership, defined as at least 50%, of a given entity) or majority business. To determine if the proportion
of minority company owners is more significant than the proportion of minorities or not, we must use the large
sample test (z) for this purpose.

TEST statistics

Z=p-p/(pa(1/n),

P= = percentage of bankers who favour the dominant group in the population
N= model size 100

Calculation z cal=p-p(pq(1/n)

Where p=0.05,0= 1-p
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P= = sample % of bankers who support the majority group = (73/100)=0.73
Zcal=0.73-0.50/{0.05* 0.05(1/100)=4.6

Ztab=1.645 at 5% level of significance

As zcal >z tab ho is rejected, h1 is accepted

In light of this interpretation, we might draw the conclusion that the bank prioritises the wishes of the majority
when deciding whether or not to approve a loan.

Third, examine how factors like firm size, financial structure, and managerial experience affect the likelihood of
being granted a loan.

The likelihood of being granted the loan is proportional to factors such as the size of the company, the stability of
its financial systems, and the applicant's track record in the business world.

In this case, the likelihood of being granted a loan is the dependent variable of interest, and multiple regression
analysis is being used to establish the relative importance of each independent variable in making predictions about
that variable.

Let y=probability of approval for the loan serve as the independent variable.

Determinant coefficient, denoted by B. (a constant value)

The Company's Size, X1 Investment Firm x2=v In the corporate world, x3 equals x3 years of experience.
The formula for Y is: b0 + b1 x1 + b2 x2 + b3 x3.

Methods of Multiple Regression, Step-by-Step

As seen in Table 1, this model is a summary.

Table 1 model summary

.].

hodel R R square Adjusted R | Emor of
sQuare estimanon
1 087 074 068 265705

ST LSRN Y [ S | SIS O | TS| P S D [ — S F el L el R e T N

Our model is good since it accounts for 96.8 percent of the variation, as indicated by the adjusted r squared value.

Table 4 relationship

y X1 x2 &}
Y 1.000 980 omn 542
Xl 80 1.00 266 516
X2 917 066 1.00 541
X3 542 516 514 1.000
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Relationship is momentous at 0.01 level (2- tailed)

Every possible association between each pair of variables is laid out in this table. The criterion correlates strongly
with the predictor. Everything about these variables is fine.

To obtain a loan, the company must first do an analysis of its most crucial financial system.

Financial information is limited for businesses that use year-end complexity accounting for tax purposes. The
primary objective here is to identify the characteristics of past financial activity that will increase the likelihood that
you will be approved for the loan.

Monetary arrangement

%age
In order to file your taxes, you need keep a record of your year-end | TWO
activities.

In order to avoid any surprises when filing taxes at the end of the year, be | Three
sure to keep accurate records throughout the year.

Set up a system to produce quarterly financial statements in addition to | TEN
the annual financial report and tax data.

Make use of a programme that generates year-to-date financial statements | EIGHTY
and tax data on a monthly, quarterly, and annual basis. FIVE

In other words, 85% of bankers think it's a good idea for the company to make use of the system that generates
financial statements and tax data on a monthly, quarterly, and annual basis.

CONCLUSION AND FINDING

In the recent decade, India's financial sector grew significantly. India's burgeoning industry and capital market
demand a well-developed infrastructure. Commercial banks have always financed commercial debt. Bank loan
industries face lethal competition. So, it was important to analyse bank lending factors. The research supports this
direction. This study examines how financial information affects lending decisions.

1. Most lenders favour large corporations when lending money.
2. The bank prioritises the majority in loan approval.
3. Bankers prioritise the financial system and firm size over business experience when issuing loans.

4. Eighty-five percent of bankers prefer a system that provides financial statements and tax data at the end of each
month, quarter, and year.

5. Loan approval is impacted by operational and production expenses, finance and interest rates, and low sales.
6. Bankers prefer petroleum and gasoline products (55%).

7. Most lenders (65%) favoured industrial unit loans.
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