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Introduction 

 The analyses of the efficiency of mobilization and deployment of funds of sample 

PACCS. The occupying a strategic place in three-tier cooperative credit structure, the 

PACCS have a greater responsibility of mobilizing adequate resources and channelizing 

them in an equitable way to the credit needy persons and earning little profit for their 

improvement socially and economically. The managing of funds in PACCS implies raising 

funds at the least cost and deploying them at an allowable margin in order to get better 

income. The constitutional obligation of fulfillment, repayment of debts promptly, quick 

turnover of funds, balancing surplus and deficits funds etc., position are the fundamental 

aspects on which the crucial role of the PACCS is very much essential. 

 The financial institutions play significant roles in the economic 

development of a country broadly by promoting mobilization of resources and 

deployment those resources in the form of loans and advances. The resources available 

in the financial institutions were to be carefully managed and distributed in order to 

maintain efficiency. Efficiency of resource executive lies not only in the efficient 

mobilization of resources but also in the effective and optimum deployment of resources. 

This argument is very much relevant in the present context because, out of the total 

resources of the PACCS, a good share was to be kept as reserves and the PACCS have to 

improve their spread by efficiency managing the remaining resources. The problem 

becomes further complicated in the current environment of global economic reforms and 

the current environment of global economic reforms and the resultant cut-throat 

competition. The PACCS were also not free from this global problem. 

Efficiency of PACCS 

 The efficiency of a PACCS is generally assessed on the basis of performance in 

mobilizing adequate internal resources, performance in meeting the credit needs of the 

area, performance in ensuring the recovery of loans and ability in regard to efficient 

mobilization and deployment of funds. The financial margin of banking is the result of 

efficiency and effective deploy of funds for the purposes. The PACCS are no exception to 

this principle of sound governance of funds, for which the prudent board is strategically a 

core aspect. They raise share capital, reserves, mobilize deposits, borrowings, recover 

loans lent and maintain adequate margin to measure their cost of management. The 

financial soundness and financial strength of PACCS and their profitability, efficiency and 

performance must be the concern of management.  
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Review of Literature 

 The subject of efficiency of mobilization and deployment of funds by PACCS have 

attracted considerable research attention during the studies conducted by individual 

researchers have covered various dimensions of mobilization and deployments of funds 

by PACCS. Few of such studies are reviewed hereunder so as to identify the gap for 

present study. 

 The performance of cooperative bank in terms of owned funds, deposits, 

borrowings, loans and advances, investments and other services facilities provided by the 

banks to its customers. The cooperative banks should adopt progressive attitude in their 

functions, diversify the activities and offer a wide range of facilities to its members 

(Dhakar:1971). The success of the PACCS depends on effective manpower planning and 

management (Krishnaswami and Ganshyam: 1969). The PACCS proper utilization of loan 

could improve the recovery position of the societies (Prajisha K and DR.B. Vijayachandran 

Pillai: 2014). The PACCS should concentrate more low cost deposits so as to reduce their 

cost of working capital  (Karuppaiah R. and Mathivanan N. :2017). 

Objectives of the Study 

1) To analysis efficiency of mobilization and deployment of funds of sample PACCS 

in Dindigul District 

2) To offer suitable suggestions for strengthening financial viability of PACCS. 

Methodology 

 Survey method was followed for this study and primary sources of data were 

collected. Multi stage sampling technique was followed for the study. TNSC Bank Annual 

Audit Report and PACCS Annual Audit Reports were referred to elicit data regarding the 

efficiency of mobilization and deployments of funds in sample PACCS. This study covered 

the period from 2007-08 to 2016-17. 

Profitability Analysis in sample PACCS 

 The profitability is a major criterion for evaluating the business performance of 

PACCS. A detailed, scientific and systematic analysis is needed if profitability has to be 

planned and improved. The factors determining profitability are analyzed by using 

financial data. With the help of profit and loss account and balance sheet of sample 

PACCS in Dindigul District, an analytical framework for profitability has been designed. As 

absolute figures may not be adequate for meaningful analysis, ratios have been 

computed. The profitability is analyzed by ‘spread’ and ‘burden’ approach developed. 

They have designed a framework for the profit management in PACCS with the help of 

two instruments of logical reasoning, viz., the periodic income and expenditure flows and 

the balance sheet, for the purpose of the present analysis, income and expenditure flows 

are divided into three parts as given in table 1.1 
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Table 1.1 

Income and Expenditure Statement and their Relationship 

S.No Income Expenditure Difference 

1 Interest Earned (A) Interest Paid (B) Spread  (C) = (A-B) 

2 Non – Interest Income 

(D) 

Non – Interest Expenses  (E) = 

Manpower Expenses + Other 

Expenses 

Burden  (F) = (E-D) 

3 Total Income (G) = 

(A+D) 

Total Expenditure (H) = (B+E) Profit  (I) = (G-H) or 

               (C-F) 

 The ‘Spread’ is the difference between interest earned and interest paid. The 

difference between non – interest expenses (Manpower expenses and other expenses) 

and non – interest income (discounts, commission and services charges etc.) constitutes 

‘burden’. The difference between spread and burden is termed as profit or loss of sample 

PACCS. Interest paid and interests earned are the cost of the funds mobilized and 

revenue earned on funds deployed by the PACCS. Manpower and other expenses are 

incurred by the PACCS for providing related and other services to its customers and 

public. The PACCS need profit for several reasons for as follows: 

 The confidence of the deposits from public in PACCS depends on profitability.  

 Expending scale of activities of these societies demand additional funds, profit 

can be ploughed back to meet the additional requirements of funds. 

 The pace of direction of the progress of PACCS is influenced by the process of 

development.  

 Profit is required to create necessary infrastructural facilities which would help on 

increasing the volume of business performance.  

 It would lead to effective customer services and thereby help to build up good 

will.  

 It would create an image among the lending authorities which in turn would help 

in solving financial delay if any and  

 It would also help in building up strong reserves to attract the surprise of 

unexpected losses. 

In order to analyses the viable, potential viable and unviable PACCS of six sample 

PACCS in Dindigul District, data for the period for 2007-08 to 2016-17 were collected 

from Annual audit reports and sample PACCS. The average of spread, burden and profit 

of selected sample PACCS are exhibited in table 1.2. 

Strategies in Controlling Expenses and Improving Overall Efficiency 

 The strategies of the PACCS in controlling their expenses and improving their 

overall efficiency in analyzed here. Effective implies that the resources are being used to 

their potential. The success of an PACCS depends on its ability to control the expenditure. 

The cost of establishment and administration should not exceed a reasonable sum it can 

afford. The PACCS recovery of loans is important for the flow of funds and for refinancing 

from DCCB. The ratios selected under this category are broadly classified into tow heads, 

viz., expenses ratios and overall efficiency ratios. 

Cost of Management 
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 The profitability means an ability to earn profit and is measured in relative terms 

with various factors. It is an important criterion to evaluate the overall efficiency of 

mobilization of resources and deployment of funds. The PACCS to-day, have been 

experiencing decline in productivity and erosion in profitability. They are facing a tough 

challenge to deliver on high expectations in a fiercely competitive credit environment and 

skepticism is expressed on creditworthiness and viability. Financial margin is the 

difference between the weighted average cost of yield and the weighted average cost of 

funds. The more the margin, the more is the income being result of efficiency will be. The 

cost of management is supposed to be the expenditure incurred in a given period of time 

to carry out the business attaining higher profits and reducing the cost of management. 

The management cost is to be judged with reference to the total revenue as well as total 

expenditure in the given period. When the profit is zero the management cost to total 

expenditure is equal to the management cost to that of total revenue. If the profit is 

greater than the zero, then the management cost to total expenditure is greater than 

management cost to total revenue. 

Spread Analysis of the sample PACCS 

 The spread analysis measures and examines the causes of changes in the 

difference between interest received on earning assets and interest paid on interest 

costing liabilities. The difference was called net interest spread. Non – financial business 

has used spread and margin concepts for centuries. The sample PACCS acquire funds 

mainly by deposits and borrowings, in return they promise to pay interest. These PACCS 

acquire assets such as investments and loans and advances for which they receive 

interest. The difference between what the PACCS pay for fund and what they get for fund 

is spread. 

Spread to Working Fund Ratio of the sample PACCS 

 As stated earlier spread was the difference between interest income and interest 

expenditures. It is the margin available to the banks in interest transactions. The PACCS 

was higher the margin, the safer the position of the sample PACCS. A final conclusion can 

be taken only after considering the burden ratio also. The standard ratio developed for 

comparison was 1.47 per cent. 

  The table 1.3 presents the spread to working fund ratios of the sample PACCS. 

The Jenankottai PACCS was highest ratio at 4.65 per cent, which was followed by 

Seelapadi PACCS at 3.60 per cent. The Guziliyaparai PACCS and Pandrimalai PACCS was 

negative spread to working fund ratio at -3.08 per cent and -0.29 per cent, due to the 

interest earning from loans and advances was lowest and interest paid is high. The 

spread ratio for both potential viable PACCS has an almost equal to the standard ratio, 

while compared to the standard ratio. However, it was found that the both viable PACCS 

was more investments to DCCB and outside institutions as in securities and other sample 

PACCS was rather than loans and advances to farmers. The District level of spread to 

working fund average per PACCS was fluctuated increased trend from -1.51 per cent to 

0.07 per cent during the study period. 

Burden Analysis 

 The burden analysis examines the impact of non – interest income and non – 

interest expenditure. The sample PACCS should earn sufficient non – interest income to 

meet the non – interest expenditure (cost of management). Then only they can maintain 
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a reasonable level of profitability. The standard ratio developed for comparison was 2.82 

per cent. 

The burden to working fund ratio of the sample PACCS was presented in table 

1.4. The burden to working fund ratio showed that the Jenankottai PACCS was better 

performance at 0.99 per cent, which followed by the Seelapadi PACCS, New Ayakudi 

PACCS and Gopalpatty PACCS were 1.90 per cent, 1.99 per cent and 2.77 per cent 

respectively. The Guziliyamparai PACCS and Pandrimalai PACCS was highest burden to 

working fund ratio, while compared to the standard ratio. However, it was found that the 

viable sample PACCS was better performance as indicate that the non – interest expenses 

to working fund ratio, establishment charges to cost of management and non – interest 

income. 

Suggestions 

The following suggestions were made to improve the financial performance of the sample 

PACCS. 

 The owned fund position of the sample PACCS can be improved by capital 

contribution of the DCCB. 

 The operational efficiency and overall return can be improved by controlling the 

establishment charges and increasing the volume of business. 

 The establishment charges can be controlled by implementing the norms already 

fixed for staff pattern. 

 The non-interest income can be increased by allowing these sample PACCS to 

invest a portion of owned fund in profitable securities. 

 The high growth rates of overdues can be controlled by implementing the 

procedures for speedy recovery. 

 The members dissatisfaction due the employee’s negative attitude and 

unpleasant behavior can be improved by imparting continue training. 

 There can be effective supervision in the utilization of loan amount by allotting a 

definite number of loans within a specified area under each bank supervisor. 

Conclusions 

 The present study leads to the conclusion that through funds mobilization in 

done reasonably well in most of the PACCS, sufficient attention is not given for efficient 

deployment of these funds. Among the sample PACCS studied, like Seelapadi PACCS and 

Jenankottai PACCS performed adequately well while the earned more interest income and 

non-interest income with compared to other sample potential viable and unviable PACCS. 

At the same time mobilized deposits was high, the volume of business was increased. 
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Table 1.2 

Average of Spread, Burden and Profit of sample PACCS in Dindigul District period from 2007-08 to 2016-17 

(Figures of Rs.in Lakhs) 

S.No Spread, Burden and Profit 

Dindigul D.R.Circle Palani D.R.Circle 

Seelapadi 

PACCS 

(Viable) 

Gopalpatty 

PACCS 

(Potential 

Viable) 

Pandrimalai 

PACCS 

(Unviable) 

Jenankottai 

PACCS 

(Viable) 

New 

Ayakudi 

PACCS 

(Potential 

Viable) 

Guziliyamparai 

PACCS 

(Unviable) 

1 Interest Earned  91.30 25.84 14.08 94.23 19.88 10.24 

2 Interest Paid  57.70 18.84 14.80 50.24 15.69 12.50 

3 Spread  (1-2) 33.60 7.00 -0.72 43.99 4.19 -2.26 

4 Manpower Expenses  12.16 5.19 5.21 10.35 4.51 3.89 

5 Other Expenses  15.54 4.43 3.04 7.72 3.10 4.33 

6 Non-Interest Expenses 

(4+5) 

27.70 9.26 8.25 18.07 7.61 8.22 

7 Non-Interest Income 9.01 2.96 2.71 5.63 3.60 2.07 

8 Burden (6-7) 18.69 6.47 5.54 12.44 4.31 6.15 

9 Total Income (1+7) 100.31 28.80 16.79 99.86 23.48 12.31 

10 Total Expenses (2+4+5) 85.40 28.10 23.05 68.31 23.30 20.72 

11 Profits (9-10) 14.91 0.60 -6.26 31.55 0.18 -8.41 

12 Profits (3-8) 14.91 0.60 -6.26 31.55 0.18 -8.41 

Source: Complied Annual Audit Report from the sample PACCS in Dindigul District 
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Table 1.3 

Spread to Working Fund Ratio of the sample PACCS in Dindigul District 

Year 

Dindigul D.R.Circle Palani D.R.Circle Dindigul District 

Level of Spread to 

Working Fund Ratio 

(Average per 

Society) 

Seelapadi 

PACCS 

(Viable) 

Gopalpatty 

PACCS  

(P. Viable) 

Pandrimalai 

PACCS 

(Unviable) 

Jenankottai 

PACCS 

(Viable) 

New Ayakudi 

PACCS   

(P. Viable) 

Guziliyamparai 

PACCS 

(Unviable) 

2007-

08 
3.08 2.68 -0.99 3.15 -0.17 -3.79 -1.51 

2008-

09 
3.41 3.26 -0.93 5.59 2.41 -4.54 -2.29 

2009-

10 
4.21 0.84 -1.37 5.06 1.18 -4.21 -1.36 

2010-

11 
3.79 2.60 1.19 4.00 0.57 -6.14 1.53 

2011-

12 
3.66 2.52 -1.06 4.22 1.51 -2.11 1.78 

2012-

13 
3.92 2.74 1.38 5.56 2.14 -3.57 1.46 

2013-

14 
3.06 1.76 -0.50 5.01 1.52 -0.30 1.15 

2014- 2.85 1.51 0.33 5.72 1.97 0.30 0.82 
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15 

2015-

16 
3.31 2.00 -0.68 2.15 1.62 -3.69 0.25 

2016-

17 
4.74 4.62 -0.27 6.06 2.12 -2.75 0.07 

Average 3.60 2.45 -0.29 4.65 1.49 -3.08 0.19 

Source: As in Table 1.2 

Table 1.4 

Burden to Working Fund Ratio of the sample PACCS in Dindigul District 

Year 

Dindigul D.R.Circle Palani D.R.Circle Dindigul District 

Level of Burden to 

Working Fund 

Ratio (Average per 

Society) 

Seelapadi 

PACCS 

(Viable) 

Gopalpatty 

PACCS  

(P. Viable) 

Pandrimalai 

PACCS 

(Unviable) 

Jenankottai 

PACCS 

(Viable) 

New 

Ayakudi 

PACCS   

(P. Viable) 

Guziliyamparai 

PACCS 

(Unviable) 

2007-

08 
1.47 2.67 5.34 0.57 3.99 11.32 0.69 

2008-

09 
1.76 3.18 7.78 0.25 0.34 9.13 -1.47 

2009-

10 
2.11 3.54 2.43 1.15 3.47 6.88 3.67 

2010- 2.63 3.87 3.73 0.61 2.38 7.35 3.57 
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11 

2011-

12 
1.15 3.77 3.59 0.80 2.66 7.92 2.68 

2012-

13 
2.53 2.52 3.14 1.11 1.50 5.90 0.53 

2013-

14 
2.21 2.57 2.08 1.13 1.96 1.83 0.27 

2014-

15 
1.48 2.38 1.96 1.64 1.77 0.75 -0.48 

2015-

16 
1.31 0.92 1.15 1.21 0.45 5.03 -1.16 

2016-

17 
2.38 2.31 1.64 1.42 1.34 4.00 -0.37 

Average 1.90 2.77 3.28 0.99 1.99 6.01 0.79 

Source: As in Table


