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ABSTRACT 
The banking sector’s in India is facing challenging times. With the advent of globalization an, privatization, liberalization in India, the banks are now facing on 

cost reduction, innovative products and technology.  DCCBs occupy a place of significance in the cooperative credit delivery system. They act as a spokesperson of 

the cooperative movement at district level.  Inefficient functioning of cooperatives is due to bad debts, excessive overdue or otherwise investment.  Therefore, the 

financial management occupies an importance place as the functions of these institutions.  Hence, the analytical study on the Working Fund Ratio of District 

Central Cooperative Banks in Tirunelveli Region has been undertaken.  The results of the study will help in identifying the lacuna if any in the financial 

performance of the DCCBs and to frame financial policies and programme to the benefit of the banks and the community. 

 

KEYWORDS 
Working fund ratio, co-operative banks. 

 

1.1 INTRODUCTION  
inancial Statements’ refer to a package of statements such as balance sheets, income statement, funds flow statement, cash flow statement and 

statement of retained earnings. The balance sheet and income statement are traditional financial statements. Other statements are prepared to 

supplement them. The following are the main objectives of finance statement analysis. 

• To estimate the earning capacity of the concern 

• To judge the financial (both liquidity and solvency) position and financial    performance of the concern. 

• To determine the debt capacity of the concern. 

• To decide about the future prospects of the concern. 

According to the American Institute of Certified Public Accounts (AICPA), “financial statements reflect a combination of recorded facts, accounting principles and 

personal judgments.”  The term recorded facts refers to the data taken out from accounting records. Facts which have not been recorded in the financial books 

are not depicted in financial, however important they might be. For example, fixed assets are shown at cost irrespective of their market or replacement price 

since only cost price is recorded in the books. Certain accounting principles, concepts and conventions are followed in the preparation of financial statements. 

For example, the convention of valuating stock at cost or market price, whichever is less is followed. The principle of valuating assets at cost less depreciation is 

followed for balance sheet purpose. Personal judgment has an important bearing on the financial statements. For example, the selection of a method for stock 

valuation depends on the personal judgment of the accountant. 

 

1.2 STATEMENT OF THE PROBLEM 
DCCBs occupy a place of significance in the cooperative credit delivery system. They act as a spokesperson of the cooperative movement at district level. The 

success or otherwise of the cooperatives in a district level largely depends upon the efficiency of the functioning of DCCBs. The founders of the movement 

envisioned the role of DCCBs beyond the boundaries of mere financing bank. DCCBs are expected to serve as a financing bank for the primaries in a district, 

guide them in their day to day operations, supply of necessary manpower and technology wherever it is required, voicing on behalf of primaries at policy level 

etc,. Because of this integrated role, DCCBs are strategically located and integrated with the cooperative system. 

Hence, they are not only acting as financing banks but also act as development banks for the cooperatives at district level. To do these multifarious functions 

DCCBs should have a well-defined management system. In the total management of the DCCBs, financial management occupies a place of importance as the 

functions of these institutions are also governed by the Banking Regulation Act. Even a minor deviation from banking norms would attract penal actions from the 

law enforcing authorities. On the one side, DCCBs are expected to act as a financing bank for the primaries, which are in majority of the cases managed by 

untrained work force. On the other side, DCCBs are expected to follow the banking norms as well as implement the State Governments schemes and 

programmes for the development of the state. Most DCCBs that fail seem to do so because of problems in their loan portfolio. Non-performing loans grow to 

such extent that revenues fall off and loan expenses as well as operating costs absorb all the earnings that remain. The bad loan situations usually arise from 

combination of factors. In this regard, it is pertinent to study how these banks mobilize the resources and deploy them. Hence funds management of the DCCBs 

is an important issue and their financial performance is to be studied with their impact on working capital ratio in DCCBs. In this context, the questions apt to 

arise are: 

• Whether the financial performances of the banks are in satisfactory manner in terms of working fund ratio? 

To find out the answer to these questions, an analytical study had to be undertaken. The results of such studies will help to find out the problem, difficulties, 

impacts etc., and to frame financial policies by the DCCBs for the benefits of the farmers, the community and other stakeholders. 

 

1.3 REVIEW OF LITERATURE 
Several individual researchers had studied a few facets of working fund ratio of selected DCCBs in selected areas. To know how far the ground is already 

prepared and to identify the gaps therein and to spell out the issues which need further intensive and comprehensive analysis, an attempt is made to review the 

related literature. 

1.3.1 Gowthaman A. and Srinivasan T, (2010) in their article entitled, “Effective Funds Management by the Kumbakonam Central Cooperative Bank” has 

presented the  DCCBs are modal centers of financial institution in the cooperative sector in a district. They have to mobilize the available resources and utilize 

them in the most efficient and profitable manner. As a consequence of this situation, efficiency in funds management has down considerably and profitability of 

F
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the DCCBs in Tamilnadu is found decreased. In this paper an attempt is made to analyze the funds management of the bank for the period of 1998-99 to 2007-

08. 

1.3.2 Surya Rao K, (2007) in his study, “Performance of Cooperative Banking. A study of DCCB - Eluru, Andhra Pradesh”, applied ratio such as profitability 

analysis, productivity analysis, solvency position, and operational efficiency and SWOT analysis. The study revealed through productivity analysis that the rate of 

deposits per employee has lagged behind that of the loans per employee ratio. Thus there is need on the part of employees to mobilize deposit to meet loans 

demand in view of disparity in the growth rate in these two ratios. Accordingly the ratio values of deposits per employee, productivity of employees can be 

improved. The solvency ratios showed that the bank was maintaining an average cash reserve ratio of 11 per cent that is much more than the stipulated ratio of 

6 per cent. The operational efficiency ratios concluded the satisfactory performance. Finally SWOT analysis revealed various aspects of the Eluru DCCBs. The 

study suggested strengthening of the working capital and to increase the deposit from member societies. The bank should utilize the opportunity of expanding 

their lending operations. Depending on external sources of borrowing such as refinance from apex bodies could be minimized by promoting deposits 

mobilization.  

1.3.3 Fulbag Singh and Balwinder Singh, (2006) in their study “Profitability of the Central Cooperative Banks in Punjab- A decomposition Analysis”, they analyzed 

the profitability position of the Central Cooperative Bank in Punjab. Two different years have been studied with the help of a frame work of Return on Equity 

(ROE) model. The sample of bank with high business volume and those with low business volume had been tested separately. The study could be concluded that 

as far as the profitability performance was concerned, the central Cooperative Bank of Punjab had worked well. The miscellaneous income in comparison to the 

total income has been in lower profile in these banks. The switching over to high yield non-farm sector advances has helped to register a positive trend in 

financial margin in almost all the banks. The implementation of prudential norms from 1996-97 have helped the banks to generate an awareness on adverse 

effect of overdue/ non-performing assets in these banks.  

1.3.4 Raja. S, (2005) in his study, “Performance Evolution of MDDCB Ltd- an Application of Structural and Growth Analysis”, analyzed the pattern of each 

component of the financial statements such as balance sheet and profit and loss account over a period of time. The study found out that performance of the 

Madurai District Central Cooperative Bank (MDCCB) using structural and growth analysis. Macro mean has been used to exhibit the strength and weakness of 

each factor considered. The major result of the study is macro mean which in respect of interest received constitutes 99% of the total income, 97% for interest 

paid, 21% in the case of operating expenses, 94% for spread and it is at 93% for burden. As regards book profit, it works out to be 7% the revolution of the 

growth rate analysis are that net loss has recorded the growth at 17%, operating expenses at 18%, spread at 13%, burden 20% advances and aggregate deposits 

at 6% each and fixed deposits and saving deposits at 9% each. The study concluded that the burden rate should be reduced by effecting cost control measure 

and spread rate be increased so that profitability can be at higher rate.  

 

1.4 OBJECTIVES OF THE STUDY 
The specific objectives of the present study are: 

1. To analyze the working fund ratio in the DCCBs, and 

2. To offer suitable suggestions for the development of the DCCBs 

 

1.5 METHODOLOGY 
Mainly-analytical method has been followed for studying the working fund ratio of Tirunelveli (TIDCCB), Virudhunagar (VIDCCB), Thuthukudi (TUDCCB) and 

Kanyakumari (KADCCB) District Central Cooperative Banks in Tirunelvel Region, Tamil Nadu. The secondary data were collected from the profit and loss account 

and balance sheet for the selected DCCBs.  The macro level data were collected from the office of the Joint Registrar of Cooperative Audit in Tirunelveli region, 

Tamilnadu State Apex Cooperative Bank, Tamilnadu State Cooperative Unions, National Federation of State Cooperative Banks, NABARD and RBI. 

 

1.6 SAMPLING 
The present study has adopted the purposive sampling method for the selection of sample banks. Among the five cooperative regions (Chennai, Coimbatore, 

Trichy, Madurai and Tirunelveli) categorized by the Registrar of Cooperative Societies, Tirunelveli region was purposively selected. The considerations kept in 

mind were that the Tirunelveli region of Tamilnadu is popular for Agriculture, Fisheries, Dairy and Industrial growth. This region also covers plain and coastal 

areas with different cropping patterns.  Four districts of this region were served by the four District Central Cooperative Banks namely Tiruneveli, Viruthunagar, 

Thoothukudi and Kanyakumari DCCBs. These four banks were selected for the present study.      

 

1.7 SCOPE OF THE STUDY 
A strong network of the District Central Cooperative Banks is a prerequisite for the sound performance of the three tier cooperative credit structure. DCCBs not 

only provided much needed financial assistance to PACBs but also ensured the smooth flow of credit to various sectors in the district. The success of these banks 

depends on efficient management of funds. The study has mainly focused attention to study the working fund ratio of the four DCCBs in Tirunelveli Region.  The 

results of this study will help in identifying the lacuna if any in the working fund ratio of the DCCBs and to frame financial policies and programme to the benefit 

of the banks and the community. 

 

1.8 PERIOD COVERED BY THE STUDY 
The period of the study has been taken-up from the financial year 1998--99 to 2008-09 (11 years) as complete and comprehensive secondary data both for 

macro and micro level were available only for these years.  The period of eleven years was considered for analysis. 

 

1.9 TOOLS USED FOR DATA COLLECTION 
For collecting the required secondary data from the selected DCCBs, a comprehensive schedule was prepared and used. The schedule was pre-tested and 

finalized.   

 

1.10 FRAME WORK OF ANALYSIS  
The data collected were subdued into a digestible account by appropriate coding, computing and tabulations. The basic tools of statistical analysis like average 

and working fund ratio were employed.  

 

1.11 RESULTS AND DISCUSSION 
1.11.1 RATIO ANALYSIS 

The relationship between two figures expressed mathematically is called a ‘Ratio’. It is a numerical relationship between two numbers which are related in some 

manner. Ratio analysis is technique of analysis and interpretation of financial statements. It is the process of determination and interpretation of various ratios 

for helping in decision making. Ratio analysis involves three steps. 

1.11.2 WORKING FUND RATIO 

‘Working fund’ concept is used by NABARD for the purpose of financial analysis. It is arrived at by deducting the accumulated losses from the total assets. The 

working funds of the banks are worked out and presented in the following table. 
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TABLE-1.1: WORKING FUNDS OF THE BANKS (Rs. in lakhs) 

                                                Banks 

Years 

TIDCCB VIDCCB TUDCCB KADCCB TOTAL 

Amount Trend Amount Trend Amount Trend Amount Trend Amount Trend 

1998-99 26832 28915 22493 23636 15331 15050 16400 16219 81055 1003819 

1999-00 31307 28364 25789 24890 17807 15898 19038 18461 93941 1007613 

2000-01 29484 27813 27910 26145 16788 16745 19606 20704 93788 1011406 

2001-02 30337 27262 28185 27399 17496 17592 21725 22947 97742 1015200 

2002-03 24319 26711 30197 28654 18889 18440 24437 25190 97842 1018994 

2003-04 23948 26160 28626 29908 17244 19287 29458 27433 99275 1022788 

2004-05 24440 25609 29120 31162 19791 20134 31082 29676 104432 1026582 

2005-06 23030 25058 29679 32417 18244 20982 33653 31919 104606 1030376 

2006-07 22668 24507 32931 33671 20707 21829 31881 34162 108187 1034170 

2007-08 23250 23956 33675 34926 22377 22676 34879 36405 114180 1037963 

2008-09 28145 23405 40388 36180 27486 23524 39606 38648 135626 1041757 

Avg. 26160 26160 29908 29908 19287 19287 27433 27433 102789 1022788 

Share of individual bank to total 25.45  29.1  18.76  26.69  100  

The working fund of the selected banks had increased from Rs. 81055 lakhs in 1998-99 to   Rs. 1,35,626 lakhs in 2008-09. The average working fund per bank was 

worked out as Rs.102798 lakhs per bank. Comparatively, the VIDCCB had highest working fund followed by KADCCB and TIDCCB and the TUDCCB has the lowest 

working fund. The working fund of the banks in the region may reach Rs. 159696 lakhs in 2025-26 i.e., is after fifteen year. Various ratios in relation to working 

fund are discussed here under. 

1.11.3 RATIO OF FINANCIAL RETURN TO WORKING FUND 

Financial return is the sum of interest earned on advances and investments i.e. return generated by the bank deploying its funds in loans and investments. This 

ratio assesses the percentage of interest earned on working capital.  

 

TABLE-1.2: RATIO OF FINANCIAL RETURN TO WORKING FUNDS (Rs.in lakhs) 

                      Banks 

Years 

TIDCCB VIDCCB TUDCCB KADCCB TOTAL 

FR R FR R FR R FR R FR R 

1998-99 2275 8.5 2565 11.4 1025 6.7 1968 12.0 7833 9.7 

1999-00 2238 7.1 2612 10.1 1251 7.0 1954 10.3 8055 8.6 

2000-01 2341 7.9 2816 10.1 967 5.8 2091 10.7 8216 8.8 

2001-02 2574 8.5 3084 10.9 1245 7.1 3255 15.0 10158 10 

2002-03 2568 11.0 3194 10.6 1696 9.0 2350 9.6 9808 10 

2003-04 2616 11.0 2616 9.1 1405 8.1 3057 10.4 9694 9.8 

2004-05 2084 8.5 2084 7.2 1544 7.8 3015 9.7 8726 8.4 

2005-06 2121 9.2 2522 8.5 1472 8.1 2811 8.4 8927 8.5 

2006-07 1807 8.0 2643 8.0 1660 8.0 3070 9.6 9180 8.5 

2007-08 2113 9.1 1812 5.3 873 3.9 3076 8.8 7874 6.9 

2008-09 2895 10.0 4153 10.3 2080 7.6 3632 9.2 12760 9.4 

Avg. 2330 9.0 2736 9.2 1384 7.2 2753 10 9203 9.0 

FR= Financial Return               

R=Ratio  

It is evident from the above table that the financial return to working fund ratio ranges between 6.9 percent and 10 percent; on an average of about 9 percent 

during the study period. This ratio indicates the caring ability of the banks and concentrate to generate more income on loans and investment. All the selected 

banks were more or less performed equally and very nearer to the state average of 11.2.  Hence it is concluded that financial return to working fund ratio of the 

banks in this region is satisfactory. 

1.11.4 RATIO OF FINANCIAL COST TO WORKING FUND 

Financial cost is the sum of Interest paid on Deposits and Borrowings i.e. cost incurred on the resources raised by the bank. This ratio helps to assess the 

percentage of interest paid on working fund. The optimum ratio is 9. 

                                                                                                     

TABLE -1.3: RATIO OF FINANCIAL COST TO WORKING FUND (Rs.in lakhs) 

                         Banks 

Years 

TIDCCB VIDCCB TUDCCB KADCCB TOTAL 

FC R(%) FC R FC R FC R FC R 

1998-99 1840 6.9 2032 9.0 1159 7.6 1583 9.7 6614 8.2 

1999-00 1867 6.0 2281 8.8 1607 9.0 1599 8.4 7353 7.8 

2000-01 1961 6.7 2443 8.8 1480 8.8 2527 12.9 8410 9.0 

2001-02 2119 7.0 2446 8.7 1500 8.6 2699 12.4 8766 9.0 

2002-03 2037 8.4 2297 7.6 1421 7.5 1910 7.8 7666 7.8 

2003-04 2058 8.6 2058 7.2 1250 7.3 1985 6.7 7352 7.4 

2004-05 1721 7.0 1721 5.9 962 4.9 2021 6.5 6425 6.2 

2005-06 1688 7.3 1726 5.8 835 4.6 2002 5.9 6250 6.0 

2006-07 1439 6.4 1486 4.5 847 4.1 2092 6.6 5864 5.4 

2007-08 1758 7.6 1792 5.3 1089 4.9 3718 10.7 8357 7.3 

2008-09 2494 8.9 2484 6.2 1869 6.8 3324 8.4 10171 7.5 

Avg. 1908 7.3 2070 7.1 1274 6.7 2315 8.7 7566 7.4 

FC= Financial Cost                  

R=Ratio  

The calculation reveals that the financial cost to working fund ratio of the selected banks had decreased from 8.2 percent in 1998-99 to 7.5 percent in 2008-09; 

on an average is 7.4 percent per annum during the study period (State average is 8.1).  The TIDCCB, VIDCCB and TUDCCB had relatively low ratios (7.3, 7.1 and 

6.7 percent). The other bank of KADCCB has a higher financial cost which is to be minimized in the forth coming years so as to earn more profits. However the 

figure for the whole region shows a normal position. 

1.11.5 RATIO OF FINANCIAL MARGIN TO WORKING FUND 

Financial Margin is the difference between Financial Return and Financial Cost. The ratio of financial margin to working fund is given below. The optimum level is 

2.65 percent. 
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TABLE- 1.4: RATIO OF FINANCIAL MARGIN TO WORKING FUND (Rs.in lakhs) 

                             Banks 

Years 

TIDCCB VIDCCB TUDCCB KADCCB TOTAL 

FM R FM R FM R FM R FM R 

1998-99 435 1.6 532 2.4 -134 -0.9 385 2.4 1219 1.5 

1999-00 371 1.2 331 1.3 -355 -2.0 355 1.9 702 0.7 

2000-01 381 1.3 374 1.3 -512 -3.1 -436 -2.2 -194 -0.2 

2001-02 454 1.5 637 2.3 -255 -1.5 556 2.6 1392 1.4 

2002-03 531 2.2 897 3.0 275 1.5 440 1.8 2143 2.2 

2003-04 557 2.3 557 1.9 155 0.9 1073 3.6 2342 2.4 

2004-05 363 1.5 363 1.3 582 2.9 994 3.2 2301 2.2 

2005-06 434 1.9 796 2.7 637 3.5 810 2.4 2676 2.6 

2006-07 367 1.6 1157 3.5 813 3.9 979 3.1 3316 3.1 

2007-08 355 1.5 20.2 0.1 -216 -1.0 -642 -1.8 -483 -0.4 

2008-09 401 1.4 1669 4.1 211 0.8 308 0.8 2589 1.9 

Avg. 423 1.6 667 2.2 109 0.5 438 1.6 1636 1.6 

FM- Financial Margin              

R- Ratio  

The ratio of financial margin to working fund shows a fluctuating trend. The average 1.6 percent is less than the state average of 2.6. Among the four banks 

VIDCCB had 2.16 percent higher growth rate than the other banks. The TUDCCB has very low of 0.5 percent during the study period. The negative ratio shows 

the higher interest paid by the banks and the positive ratio shows the interest earning capacity of the selected banks. The overall picture shows the 

dissatisfactory performance of the banks in this respect 

1.11.6 RATIO OF COST OF MANAGEMENT TO WORKING FUND 

Cost of management includes salaries and other allowances. The ratio shows the percentage of cost of management to working fund. The optimum is less than 

1. 

TABLE-1.5:  RATIO OF COST OF MANAGEMENT TO WORKING FUND (Rs.in lakhs) 

                       Banks 

Years 

TIDCCB VIDCCB TUDCCB KADCCB TOTAL 

COM R COM R COM R COM R COM R 

1998-99 310 1.2 464 2.1 135 0.9 214 1.3 1123 1.4 

1999-00 320 1.0 496 1.9 136 0.8 263 1.4 1215 1.3 

2000-01 277 0.9 535 1.9 139 0.8 253 1.3 1204 1.3 

2001-02 250 0.8 579 2.1 187 1.1 238 1.1 1254 1.3 

2002-03 275 1.1 505 1.7 182 1.0 225 0.9 1187 1.2 

2003-04 229 1.0 229 0.8 148 0.9 240 0.8 846 0.9 

2004-05 240 1.0 240 0.8 157 0.8 235 0.8 873 0.8 

2005-06 221 1.0 529 1.8 119 0.7 228 0.7 1096 1.0 

2006-07 204 0.9 402 1.2 133 0.6 192 0.6 931 0.9 

2007-08 217 0.9 527 1.6 147 0.7 216 0.6 1108 1.0 

2008-09 221 0.8 415 1.0 141 0.5 248 0.6 1025 0.8 

Avg. 251 1.0 447 1.5 148 0.8 232 0.9 1078 1.1 

COM- Cost of Management               

R- Ratio 

The cost of management to working fund ratio had stood up from 1.4 percent in 1998-99 to 0.8 percent in 2006-07; on an average is about 1.1 percent during 

the study period. Among the four banks TIDCCB and VIDCCB had spent more i.e., an average of 1.3 percent each. Generally, the banks operate at optimal levels 

as the ratios slightly differ over the state average of 1.3 percent and the optimum level of less than 1 percent. The performance of the banks under this ratio 

analysis is satisfactory. 

1.11.7 RATIO OF ADMINISTRATIVE COST TO WORKING FUND 

Administrative cost includes all other operating expenses like Rent, Rates, Taxes, Depreciation, Postage, Stationery, etc. This ratio is helpful to assess the 

percentage of administrative cost on working fund. The optimum level is 2. 

 

TABLE-1.6: RATIO OF ADMINISTRATIVE COST TO WORKING FUND (Rs.in lakhs) 

                              Banks 

Years 

TIDCCB VIDCCB TUDCCB KADCCB TOTAL 

AC R AC R AC R AC R AC R 

1998-99 206 0.8 99 0.4 61 0.4 214 1.3 580 0.7 

1999-00 416 1.3 784 3.0 69 0.4 129 0.7 1398 1.5 

2000-01 1298 4.4 458 1.6 71 0.4 527 2.7 2354 2.5 

2001-02 711 2.3 1195 4.2 82 0.5 113 0.5 2102 2.2 

2002-03 1870 7.7 571 1.9 68 0.4 92 0.4 2601 2.7 

2003-04 756 3.2 204 0.7 51 0.3 92 0.3 1103 1.1 

2004-05 146 0.6 168 0.6 88 0.4 101 0.3 503 0.5 

2005-06 2261 9.8 1246 4.2 146 0.8 105 0.3 3758 3.6 

2006-07 1083 4.8 840 2.6 89 0.4 113 0.4 2125 2.0 

2007-08 949 4.1 416 1.2 412 1.8 387 1.1 2163 1.9 

2008-09 365 1.3 668 1.7 224 0.8 149 0.4 1405 1.0 

Avg. 915 3.7 605 2.0 124 0.6 184 0.8 1827 1.8 

AC- Administrative Cost           

R-Ratio. 

The administrative cost to working fund ratio ranges between 3.6 percent and 0.5 percent during the study period. The optimum level of this ratio is being 2 

percent; the banks comply with this evidencing the satisfactory performance of the banks in the region. However the TIDCCB has to take steps in minimizing this 

cost (present average 3.7 percent). 

1.11.8 RATIO OF TRANSACTION COST TO WORKING FUND 

Transaction Cost is the sum of Cost of Management and Administrative Cost. The optimum level is less than1 percent. 
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TABLE-1.7: RATIO OF TRANSACTION COST TO WORKING FUND (Rs.in lakhs) 

                  Banks 

Years 

TIDCCB VIDCCB TUDCCB KADCCB TOTAL 

TC R TC R TC R TC R TC R 

1998-99 516 1.9 563 2.5 196 1.3 427 2.6 1703 2.1 

1999-00 736 2.3 1280 5.0 205 1.2 392 2.1 2613 2.8 

2000-01 1575 5.3 994 3.6 210 1.3 779 4.0 3558 3.8 

2001-02 961 3.2 1774 6.3 269 1.5 351 1.6 3356 3.4 

2002-03 2145 8.8 1076 3.6 250 1.3 317 1.3 3788 3.9 

2003-04 985 4.1 433 1.5 198 1.2 332 1.1 1949 2.0 

2004-05 386 1.6 408 1.4 245 1.2 337 1.1 1376 1.3 

2005-06 2482 11.0 1775 6.0 265 1.5 333 1.0 4855 4.6 

2006-07 1287 5.7 1243 3.8 222 1.1 305 1.0 3057 2.8 

2007-08 1166 5.0 943 2.8 559 2.5 602 1.7 3271 2.9 

2008-09 586 2.1 1083 2.7 365 1.3 396 1.0 2430 1.8 

Avg. 1166 4.6 1052 3.5 271 1.4 416 1.7 2905 2.9 

                        

TC- Transaction Cost          

R-Ratio. 

The ratio of transaction cost to working fund had decreased from 2.1 percent in 1998-99 to 1.8 percent in 2008-09; on an average it is 2.9 percent during the 

study period. Comparatively, the TIDCCB and VIDCCB had very high i.e., 4.6 percent and 3.5 percent than the other banks. It is to be noted that the ratio does 

not match with the state average of 1.1 percent. However the optimum level is 1 percent. Hence it can be concluded that the performance of the banks in this 

regard is not satisfactory. 

1.11.9 RATIO OF OPERATIVE MARGIN TO WORKING FUND 

Operative Margin is the difference between Financial Margin and Transaction Cost. This ratio helps to assess the percentage of operative margin to working 

fund. The optimum level is 2 percent and above.  

 

TABLE-1.8:  RATIO OF OPERATIVE MARGIN TO WORKING FUND (Rs.in lakhs) 

                  Banks 

Years 

TIDCCB VIDCCB TUDCCB KADCCB TOTAL 

OM R OM R OM R OM R OM R 

1998-99 -81 -0.3 -31 -0.1 -330 -2.2 -42 -0.3 -484 -0.6 

1999-00 -364 -1.2 -949 -3.7 142 0.8 -37 -0.2 -1208 -1.3 

2000-01 -1194 -4.1 -620 -2.2 -723 -4.3 -216 -1.1 -2752 -2.9 

2001-02 -507 -1.7 -1136 -4.0 -525 -3.0 204 0.9 -1963 -2.0 

2002-03 -1614 -6.6 -180 -0.6 25 0.1 123 0.5 -1645 -1.7 

2003-04 -428 -1.8 124 0.4 -44 -0.3 759 2.6 412 0.4 

2004-05 -24 -0.1 -46 -0.2 337 1.7 657 2.1 925 0.9 

2005-06 -2048 -8.9 -978 -3.3 372 2.0 477 1.4 -2178 -2.1 

2006-07 -920 -4.1 -86 -0.3 591 2.9 674 2.1 259 0.2 

2007-08 -812 -3.5 -923 -2.7 -775 -3.5 -1245 -3.6 -3755 -3.3 

2008-09 -186 -0.7 587 1.5 -154 -0.6 -88.1 -0.2 159 0.1 

Avg. -743 -3.0 -385 -1.4 -98 -0.6 115 0.4 -1112 -1.1 

                                

OP- Operative Margin         

R- Ratio. 

The ratio of operative margin to working fund had moved up from -0.6 percent in 1998-99 to 0.1 percent in 2008-09. The average is -1.1 percent during the 

period under study. Comparatively, the TIDCCB had very less i.e., -3.0 percent than the other three banks. All the banks under study had showed the negative 

trend. Hence it is to be concluded that the performance of the banks in this analysis is not satisfactory. However the ratio of selected banks noticed that the 

banks should take necessary steps to overcome the negative one to positive. 

1.11.10 RATIO OF RISK COST TO WORKING FUND 

Risk Cost includes provisions made during the year against bad debts, overdue interest and other debts i.e. incremental bad/ doubtful debts which have to be 

provided in full. This ratio is computed with the Non- performing Assets and total working fund.  

 

TABLE-1.9: RATIO OF RISK COST TO WORKING FUND (Rs.in lakhs) 

              Banks 

Years 

TIDCCB VIDCCB TUDCCB KADCCB TOTAL 

RC R RC R RC R RC R RC R 

1998-99 1374 5.1 2159 8.4 2403 6.9 982 6.0 4777 5.9 

1999-00 2203 7.0 2705 9.7 2944 13.5 963 5.1 7728 8.2 

2000-01 3306 11.2 2857 10.1 3410 17.5 926 4.7 9881 10.5 

2001-02 3946 13.0 3919 13.0 4991 19.5 934 4.3 11147 11.4 

2002-03 4727 19.4 4727 16.5 5557 26.4 928 3.8 14565 14.9 

2003-04 4838 20.2 3555 12.2 4675 32.2 1530 5.2 16652 16.8 

2004-05 4743 19.4 3875 13.1 5589 23.6 1435 4.6 14408 13.8 

2005-06 4343 18.9 3826 11.6 5267 30.6 1532 4.6 15339 14.7 

2006-07 5275 23.3 4118 12.2 3873 25.4 2172 6.8 16540 15.3 

2007-08 5603 24.1 3924 9.7 4832 17.3 1632 4.7 15226 13.3 

2008-09 5948 21.1 3366 11.1 4055 17.6 1600 4.0 16304 12.0 

Avg. 4210 17 3366 11 4055 21 1330 4.9 12961 12 

RC-Risk Cost          

R- Ratio 

The ratio of risk cost to working fund ratio ranges between 5.9 percent and 16.8 percent during the study period. The optimum level of this ratio being 6 

percent, the selected banks comply with this evidencing the dissatisfactory performance of the banks in the region. However the TIDCCB, TUDCCB has to take 

steps to minimize this cost (present average 16.6 and 21percent). 
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1.11.11 RATIO OF MISCELLANEOUS INCOME TO WORKING FUND 

Miscellaneous Income includes income from commission, Brokerage and other receipts i.e. income earned from other than loans and advances and investments. 

The optimum level is 1 percent. This ratio assesses the percentage of miscellaneous income on working fund. 

 

TABLE-1.10: RATIO OF MISCELLANEOUS INCOME TO WORKING FUND (Rs.in lakhs) 

                     Banks 

Years 

TIDCCB VIDCCB TUDCCB KADCCB TOTAL 

MIS R MIS R MIS R MIS R MIS R 

1998-99 37 0.1 78 0.3 370 2.4 72 0.4 558 0.7 

1999-00 36 0.1 47 0.2 628 3.5 106 0.6 817 0.9 

2000-01 51 0.2 175 0.6 662 3.9 63 0.3 951 1.0 

2001-02 60 0.2 118 0.4 518 3.0 123 0.6 819 0.8 

2002-03 70 0.3 68 0.2 448 2.4 95 0.4 682 0.7 

2003-04 79 0.3 102 0.4 359 2.1 151 0.5 690 0.7 

2004-05 58 0.2 1367 4.7 296 1.5 201 0.6 1921 1.8 

2005-06 69 0.3 67 0.2 255 1.4 114 0.3 505 0.5 

2006-07 50 0.2 103 0.3 274 1.3 499 1.6 926 0.9 

2007-08 47 0.2 339 1.0 341 1.5 1868 5.4 2594 2.3 

2008-09 61 0.2 95 0.2 430 1.6 108 0.3 694 0.5 

Avg. 56 0.2 233 0.8 416 2.2 309 1.0 1014 1.0 

MIS- Miscellaneous Income           

R- Ratio 

The miscellaneous income to working fund ratio had increased from Rs. 558 lakhs in 1998-99 to Rs.694 lakhs in 2008-09. The average per bank was Rs. 1014 

lakhs during the period under study and the ratio stands at 1.0 percent. The higher ratio indicates higher income earnings by the banks. Among the four banks, 

the TUDCCB had the highest miscellaneous income. The ratio is at higher levels than the state average of 0.3 percent during second half of the study period 

which is a good sign of efficiency. It implies that the effort should be taken by the all banks to reach the optimum level of one percent. Hence it is to be 

concluded that the performance of the banks in this respect is satisfactory. 

1.11.12 RATIO OF NET MARGIN TO WORKING FUND 

Net Margin is operating Margin (-) Risk Cost (+) Miscellaneous Income. This reflects the ability of the bank to produce a surplus after meeting all costs. This ratio 

helps to assess the percentage of net margin on working fund. The optimum level is 0.5 percent. 

 

TABLE-1.11: RATIO OF NET MARGIN TO WORKING FUND (Rs.in lakhs) 

                   Banks 

Years 

TIDCCB VIDCCB TUDCCB KADCCB TOTAL 

NM R NM R NM R NM R NM R 

1998-99 -44 -0.2 47 0.2 8 0.1 30 0.2 41 0.1 

1999-00 -328 -1.0 -902 -3.5 -41 -0.2 70 0.4 -1203 -1.3 

2000-01 -1143 -3.9 -444 -1.6 -949 -5.7 -152 -0.8 -2689 -2.9 

2001-02 -298 -1.0 -320 -1.1 -791 -4.5 55 0.3 -1354 -1.4 

2002-03 -1544 -6.4 -111 -0.4 -987 -5.2 93 0.4 -2550 -2.6 

2003-04 -348 -1.5 -348 -1.2 -331 -1.9 111 0.4 -917 -0.9 

2004-05 953 3.9 1908 6.6 1506 7.6 508 1.6 4876 4.7 

2005-06 -1979 -8.6 -497 -1.7 -710 -3.9 -432 -1.3 -3618 -3.5 

2006-07 -566 -2.5 6.09 0.1 778 3.8 10 0.0 227 0.2 

2007-08 -2065 -8.9 -585 -1.7 -783 -3.5 53 0.2 -3379 -3.0 

2008-09 102 0.4 722 1.8 5 0.0 5 0.1 833 0.6 

Avg. -660 -2.7 -48 -0.2 -209 -1.2 31.8 0.1 -885 -0.9 

NM-Net Margin    

R-Ratio. 

The net margin of the banks in the region increased from Rs. 41.3 lakhs in 1998-99 to   Rs. 833 lakhs in 2008-09 with negative figures for many years in between 

an average of about Rs. -884 lakhs during the study period. The average ratio stood at -0.9 percent during the period under study. Among the four banks, the 

KADCCB had no loss during the study period except in the year 2000-01. Any way the performance of all the banks in this respect is not satisfactory. It is evident 

that the banks have to increase this ratio by minimizing risk cost, the operating margin, extending increased services and more of miscellaneous income to reach 

the optimum level. 

 

1.12 FINDINGS 
The present study, “A study on the working fund ratio of the DCCBs in Tirunelveli Region, Tamilnadu State” is an analytical one. The study was conducted in 

Tirunelveli Region, Tamilnadu state. Among the five Cooperative Regions in Tamilnadu, Tirunelveli Region covering four DCCBs was selected and secondary data 

were used for the analysis. A decadal period was covered by this (1998-99 to 2008-09). Statistical tools of statistical like average and ratio were used for analysis. 

The major findings and conclusion are presented in the following paragraphs. 

WORKING FUND RATIOS 

Total Working Fund 

The average working fund per bank was worked out as Rs.102798 lakhs per bank. Comparatively, the VIDCCB had highest working fund followed by KADCCB and 

TIDCCB and the TUDCCB has the lowest working fund. The working fund of the banks in the region may reach Rs. 159696 lakhs in 2025-26 i.e., is after fifteen 

year. Various ratios in relation to working fund are discussed here under. 

Financial Return to Working Fund Ratio 

This ratio indicates the caring ability of the banks and concentrate to generate more income on loans and investment. All the selected banks were more or less 

performed equally and very nearer to the state average of 11.2.  Hence it is concluded that financial return to working fund ratio of the banks in this region is 

satisfactory. 

Ratio of Financial Cost to working fund 

The calculation reveals that the financial cost to working fund ratio of the selected banks had decreased from 8.2 percent in 1998-99 to 7.5 percent in 2008-09; 

on an average is 7.4 percent per annum during the study period (State average is 8.1).  The TIDCCB, VIDCCB and TUDCCB has relatively low ratios (7.3, 7.1 and 

6.7 percent) when compared with other banks. The other bank of KADCCB has a higher financial cost which is to be minimized in the fourth coming years so as to 

earn more profits. However the figure for the whole region shows the poor position. 
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Ratio of financial margin to working fund  

The ratio of financial margin to working fund shows the fluctuating trend. The average 1.6 percent is marginally less than the state average of 2.6. Among the 

four banks VIDCCB had 2.16 percent higher growth rate than the other banks. The TUDCCB has very low it 0.5 percent during the study period. The negative 

ratio shows the higher interest paid by the banks and the positive ratio shows the interest earning capacity of the selected banks. The overall picture shows the 

satisfactory performance of the banks in this respect. 

Ratio of Cost of Management to Working fund 

The cost of management to working fund ratio had stood up from 1.4 percent in 1998-99 to 0.8 percent in 2006-07; on an average is about 1.1 percent during 

the study period. Among the four banks TIDCCB and VIDCCB had spent more i.e., an average of 1.3 percent each. Generally, the banks operate at optimal levels 

as the ratios slightly differ over the state average of 1.3 percent and the optimum level of less than 1 percent. The performance of the banks under this ratio 

analysis is not satisfactory. 

Ratio of Administrative Cost to working fund 

The administrative cost to working fund ratio ranges between 3.6 percent and 0.5 percent during the study period. Among the four banks TUDCCB and KADCCB 

had very low it 0.6 percent and 0.8 percent and TIDCCB and VIDCCB had very higher it 3.7 percent and 2 percent during the study period. The optimum level of 

this ratio is more than 1 percent and the banks comply with the evidencing the satisfactory performance of the banks in the region respectively. 

Ratio of Transaction Cost to Working Fund 

The ratio of transaction cost to working fund had increased from 2.1 percent in 1998-99 to 1.8 percent in 2008-09; on an average it is 2.9 percent during the 

study period. Comparatively, the TIDCCB and VIDCCB had very high i.e., 4.6 percent and 3.5 percent than the other banks. It is to be noted that the ratio is not 

match with the state average of 1.1 percent. However the optimum level is 1 percent. Hence it can be concluded that the performance of the banks in this 

regard is not satisfactory. 

Ratio of Operative Margin to Working Fund 

The ratio of operative margin to working fund had moved up from -0.6 percent in 1998-99 to 0.1 percent in 2008-09. The average is -1.1 percent during the 

period under study. Comparatively, the TIDCCB had very less i.e., -3.0 percent than the other three banks. All the banks under study is showed the negative 

trend. Hence it is to be concluded that the performance of the banks in this analysis is not satisfactory. However the ratio of selected banks noticed that the 

banks should take necessary steps to overcome the negative one to positive. 

Ratio of Risk Cost to Working Fund 

The total risk cost of the selected banks had decreased from Rs. 693 lakhs in 1998-99 to Rs. 278 lakhs in 2008-09; with the average amount of Rs. 501 lakhs. The 

yearly average risk cost to working fund was 0.5. Comparatively, the TUDCCB has highest risk cost (2 percent). The VIDCCB has low i.e., 0.4 percent than the 

other three banks during the study period is not good. Hence it is to be concluded that the performance of the banks is not satisfactory.  

Ratio of Miscellaneous Income to Working Fund 

The miscellaneous income to working fund ratio had increased from Rs. 558 lakhs in 1998-99 to Rs.694 lakhs in 2008-09. The average per bank was Rs. 1014 

lakhs during the period under study and the ratio stands at 1.0 percent. The higher ratio indicates higher income earnings by the banks. Among the four banks, 

the TUDCCB had the highest miscellaneous income. The ratio is at higher levels than the state average of 0.3 percent during second half of the study period 

which is a good sign of efficiency. It implies that the effort should be taken by the all banks to reach the optimum level of one percent. Hence it is to be 

concluded that the performance of the banks in this respect is satisfactory. 

Ratio of Net Margin to Working Fund 

Ratio of net margin to working fund indicate that the net margin of the banks in the region increased from Rs. 41.3 lakhs in 1998-99 to Rs. 833 lakhs in 2008-09 

with negative figures for many years in between an average of about Rs. -884 lakhs during the study period. The average ratio stood at -0.9 percent during the 

period under study. Among the four banks, the KADCCB had no loss during the study period except in the year 2000-01. Any way the performance of all the 

banks in this respect is not satisfactory.  

TABLE 1.12: WORKING FUND RATIO RESULTS 

S. No Name of the Ratios TIDCCB VIDCCB TUDCCB KADCCB 

S NS S NS S NS S NS 

WORKING FUND RATIO 

1 Financial Return to working fund S - S - S - S - 

2 Financial Cost to Working fund S - S - S - S - 

3 Financial Margin to Working fund S - S - S - S - 

4 Cost of management to Working fund - NS - NS S - S - 

5 Administrative Cost to Working fund - NS S - S - S - 

6 Transaction Cost to Working fund - NS - NS - NS - NS 

7 Operative Margin to Working fund - NS - NS - NS - NS 

8 Risk cost to Working fund - NS - NS S - S - 

9 Miscellaneous Income  to Working fund - NS - NS S - S - 

10 Net margin  to Working fund - NS - NS - NS - NS 

 Total 3 7 4 6 7 3 7 3 

S: Satisfactory  

NS: Not Satisfactory 

 

1.13 CONCLUSION 
Invariably in all the selected DCCBs of this study conducted in the  Trirunelveli Region of the Tamilnadu State TIDCCB and VIDCCB was not satisfactory and 

TUDCCB AND KADCCB was satisfactory were found especially with reference to position in working fund ratio. The ‘KRA’s (Key Result Areas) with reference to 

working fund ratio was not upto the mark. 

 

1.14 SUGGESTIONS 
The major income and expenditure portfolio in banking are “interested collected” and “interest paid”. On the expenditure side establishment expenses (includes 

salary bill) contributes a major portion (or) chunk. The experience in banking industry over the last decade is that introduction of technology as reduced the man 

power requirements and therefore the salary bill of the banks. 
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