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ABSTRACT

The study on fund management of Parakkadavu Sefuiceperative Bank Ltd No.2483 was conducted, with
the objective of analyzing the fund managementarbkkadavu Service Co-operative Bank. The perioth@fstudy was
10 years from 2004-05 to 2013-IPhe study was based on the secondary data, calléctm the audited annual report
and balance sheet of the bank, as well as varither gources like internet, books, periodicals &toe present study
reveals that, the bank shows efficiency in mobtiaand deployment of funds. The bank shows tratoas, increase in
deposit mobilization and a gradual decrease inowangs. The bank was succeeding in non bankingites particularly,
in sale of fertilizer, pesticides etc. Most of treios are favorable, to the bank except ratioteelgo efficiency, in
operation. The major problem faced by the banknainting overdue and bad debt and, bank keepsreiggrves and
provision for this. This reduces the profitabil@f the bank. The bank should take adequate measuigcrease the level
of recovery and thereby, reduce the amount of axeatises in each year. The bank should provideslta those, who

have the required eligibility and after loan samgitng adequate supervision must be conducted.
KEYWORDS: Non Banking Activities, Sale of Fertilizer, Pesties, Profitability
INTRODUCTION

The co-operative credit sector has playing a distiand significant role, in the country’s procesé o
socio-economic development. Co-operatives in Inaiea performed under two broad categories. Exisanga and
emerging area. The existing area covers credittisppply, marketing, agro processing, consumedgoand housing.
The emerging area covers many new areas like pgereration, production of supplementary fuels, riasce, and
service sectors etc. Primary Agricultural Creditcistes (PACS) are the pioneer in providing insiital, credit to
community in India. They were also assigned the i distributing critical agricultural inputs likeeeds, fertilizers,
pesticides, agricultural implements and machingasgviding facilities for marketing of agriculturgbroduce, and
inculcating the habit of thrift and savings. Noveyhare acknowledged as an instrument, for agrillievelopment and
as a vehicle for socio-economic transformation. BAday a vital role in disbursing agricultural ameh agricultural credit
to members. In spite of the weaknesses that aceiassd with the PACS, like eroding profits dudaok of professional
management, there is immense potential for tappegtrength, which could serve the rural peoptajasstanding their
credit needs. In Kerala most of the borrowers fRACS are small farmers. Hence, there is urgent teeslive this grass
root organization, to enable ground level creditflto agriculture facilitating inclusive growth. gervice co-operative can
be defined, as a voluntary form of organizationamiged on co-operative principle, in such a wayt@agrovide its

members every kind of services they might neetheir production activity.
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A sound fund management is essential for the efficfunctioning of a Primary Agricultural Credit Sety.
The proper utilization of available resources, daiees the success of PACS. Fund management catefoeed as

“management of net funds available for investmeat @xternal funds purchased from other banks”.

It is concerned with raising capital and deposisthe least possible cost and deploying fundshen most
profitable loans and, advances and investmentst &dkhe PACS show a poor performance, becaudeeafiefficient and
ineffective utilization and management of fundse®the years, the profitability of PACS has beediding and their net
worth has been eroded. Eventhough, many factors begn contributed to this state of affairs, thestnsagnificant factor
has been the failure to introduce professionalisifiunctional management, in general and fund managein particular.
Hence, fund management possesses great importartbés context it is essential, to analyze thedfumanagement of the
Parakkadavu Service Co-operative Bank, for evalgatis effectiveness in fund management. Henceseptestudy is

designed to analyze fund management of ParakkaBlemice Co-operative Bank.
Objective of the Study

To analyze the fund management of Parakkadavu &eBaoperative Bank
Methodology of the Study

The study was conducted on Parakkadavu Servicep€mtive Bank. The period of the study was 10 y&ars
2000-01 to 2009-10The study was based on the secondary data, calléaien the audited annual report and balance
sheet of the bank, as well as various other souikesnternet, books, periodicals etc. A discuasieas also carried out,

with the officials of the Bank for collecting data.
Tools for Analysis

The tools of financial analysis, such as ratio gsialand growth index were used, for analysis d¢é.dm the

study of fund management of banks the followingpsatvere used, for analyzing the data.
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Efficiency in Deployment of Funds
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Efficiency in Operation

11. 8pread Ratio = Interestreceived- Interest paid x100
Total fimds

12. Burden Ratio = Noninterest expenses- Noninterest income x 100
Total fimds

13 Profitability Ratic = Spread Ratio- Burden Ratio

Major Findings and Conclusions

The bank shows an increasing trend in the growdic@s of membership, share capital, reserve futhejsosits,
loans and advances, working capital, investmeritsales during the reference period. This indicatgeod performance
of the bank, in the last ten years. The borrowioigthe bank reduce over the years. The profit posiof the bank is not

good. The reason is that, the amount of overduebaaddebt increases in each year and, it maintdagis amount of

reserves and provisions for bad debt and overdue.
ANALYSIS OF EFFICIENCY IN MOBILIZATION OF FUNDS
Owned Funds to Working Capital Ratio

Owned funds to Working capital ratio reflect these of owned funds, in the net working capitathaf bank. It

measures the efficiency of the bank, in mobilizingernal sources of funds and its effective utliiza. A higher ratio is
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preferable. Half of the net working capital congtis owned funds. The ratio shows gradual decr@asethe years. The
bank must increases the mobilization of owned fudysincreasing the membership so that, they cengthen the
reserve position, as well as share capital baséhemdby, can create much strong capital basetbegrears. Since, owned

funds are cost free funds, the bank should incesiéssshare in the working capital.
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Figure 1: Owned Fund to Working Capital Ratio
Borrowed Funds to Working Capital Ratio

This ratio indicates the share of borrowed fundh@énet working capital of the bank and, its dfferutilization.
It measures the efficiency of the bank in mobiligthe external sources of fund. A lower ratio isfprable. Otherwise, it
will increase the average cost of funds of the batdf of the net working capital constitutes bavenl funds. The ratio
shows a decreasing trend. There is an increaseeposit mobilization of the bank. The share of baings in the
borrowed funds, of the bank showed declining trdud to increased deposits and owned capital. Thie $lzould further
reduce the borrowings, from the apex financing bemi should incorporate more owned funds, in thevoeking capital.
Since borrowed funds incurred high cost, it musplaperly managed. The bank should mobilize thedveed funds, in

cost effective manner and should depends more oredfunds.
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Figure 2: Borrowed Funds to Working Capital Ratio
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Deposits to Working Capital Ratio

This ratio indicates the proposition of depositsthie net working capital of the bank. A higher dgpto working
capital is preferable. A higher ratio indicatesh@gshare of deposits, in the net working capitahe bank. It measures
the efficiency of the bank in mobilizing the degssiMajor portion of the borrowed funds constituteposits. The ratio
shows an increasing trend. The proportion of boimgs/in the borrowed funds is decreasing over &ar.yThe bank is
self reliant in the mobilization of funds. Butréises cost of fund due to less dependence onwimige. The bank should

allocate the borrowed funds, in most remuneratiag 8o that they can meet the interest expenses.
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Figure 3: Deposits to Working Capital Ratio
Owned Funds to Borrowed Funds Ratio

This ratio indicates, whether the bank depends nesreowned funds or borrowed funds. A higher raso i
preferable. Higher ratio indicates the dominancewfied funds, over borrowed funds. The ratio shawecreasing trend.
It indicates that, the share of owned funds is cedpover the year. Borrowed funds particularly al€ts were increased,
during the study period. It is clear that, the baelpends more on owned funds than borrowed funls.bEnk should

increase the owned funds and reduce the interpsinse, by less dependence on borrowed funds.
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Figure 5: Owned funds to Borrowed Funds Ratio
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ANALYSIS OF EFFICIENCY IN DEPLOYMENT OF FUNDS

Credit Deposits Ratio

This ratio indicates how much portion of depositieployed as credit. It measures the efficiencthefbank in
converting the deposits in to loans and advancesigher ratio is desirable. Higher ratio indicatesgger portion of
deposits is given as loans and advances, whichramg more interest income to the bank. The ratiows fluctuating

trend. The fluctuating trend is due to reductiomlé@mand, for loans and advances than the depasigpid by the bank.

Larger portion of the deposits are given as loansaalvances, during the reference period.
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Figure 6: Credit Deposits Ratio

Credit to Working Capital Ratio

This ratio indicates how much portion of workingpdal is deployed as loans and advances. It isnib@sure of
efficiency of the bank in deploying funds. Highatio is preferable since, loans and advances taérito the income of
the bank in the form of interest. The ratio showhietuating trend. There was increased proportibfunds locked up in

various reserves and provisions of the bank. Therves and provisions of the bank show a tremenithmusase, in the

whole study period. The bank must utilize theseueses in a profitable way.
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Figure 7: Credit to Working Capital Ratio
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Credit to Owned Funds Ratio

This ratio indicates how much portion of owned fusdised, for providing loans and advances. It mn&ssthe
efficiency of the bank in deployment of funds, fending purpose. A higher ratio is preferable. Highatio indicates
profitable deployment of the owned funds. It shawBuctuating trend. The credit of the bank musthigher than the

owned fund. So, the bank can ensure optimum uiitinaf its owned funds.
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Figure 8: Credits to Owned Funds Ratio
Credit to Borrowed Funds Ratio

This ratio indicates how much portion of borrowashd is used, for providing loans and advances. rbtie
shows a fluctuating trend. Around 78 percent oflitref the bank is given by the bank from the bamd funds. From this

it is clear that, the bank depends more on borrdwed than owned fund.
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Figure 9: Credit to Borrowed Funds Ratio
Credit to Total Funds Ratio

This ratio indicates how much portion of total fent used, for lending purpose. It measures theative
efficiency of the bank in deployment of funds. Aylhér ratio is preferable. Higher ratio indicategyéa portion of total
funds is given, as loans and advances. Around B3feptof the total funds are given as loans andaachks. A large

portion of funds was kept as reserves.
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Credit to Total funds Ratio
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Figure 10: Credit to Total Funds Ratio

ANALYSIS OF EFFICIENCY IN OPERATION
Spread Ratio

Spread is the difference between interest incondeirserest expenditure. Spread ratio is the ratighe interest
spread to the total funds of the bank. A highapratpreferable, since it directly related to prefitability of the bank and
it is possible only when, the interest receivedlaens and advances are more than the interest paideposits and
borrowings. The spread ratio shows a fluctuatiegdr Lower spread ratio indicates less profitabilithe bank should

increase the spread ratio, by increasing the isteeeeived on loans than the interest paid onsitpo
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Figure 11: Spread Ratio
Burden Ratio

Burden is the difference between non interest edipgre and non interest income. Burden ratio isréit@ of
burden to total funds of the bank. A lower ratiqpieferable. Lower ratio indicates the profitaildf the bank. It can be
reduced, by either decreasing the non interestrelpge or increasing the non interest income. Té@ shows a
decreasing trend. The decreasing burden ratiogisoa sign. The bank should further reduce the ratjoincreasing the

non interest income or, by decreasing the nonésterxpenditure.
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Burden Ratio
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Figure 12: Burden Ratio
Profitability Ratio

Profitability is the overall measure of the perfame of the bank. For knowing the financial positid the bank,
the profitability of the bank has to be calculatétis ratio is expressed in terms of spread ratib lzurden ratio. A higher
ratio is preferable, since it indicate the abilitf/the bank to generate profit. The ratio indicdtsss profitability of the
bank. It shows an increasing trend. The bank shaewg little profit, compared to its performance.iF s because; the
bank keeps more reserves against overdue. Thenpnedi® is not favorable for the bank. The bank t@improve the

profitability ratio.
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Figure 13: Profitability Ratio
CONCLUSIONS

In short, it can be noticed that, the bank showvisiehcy in mobilization and deployment of resowgcEfficiency
in operation is not satisfactory. The spread rhtie to be improved. The burden ratio shows a daglimend. The profit
position of the bank is not good. The decliningfipability is the result of maintaining increasech@unt of reserves, due
to mounting overdue arising out of non repaymenribafs in time. The Deposit to Working capital oatind Deposit, to
borrowed funds ratio shows an increasing trenchdicates the efficiency of the bank in deposit ifinhtion. The bank

depends more on owned funds. The proposition ofeoWands to working capital has shown a decliniegd.
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The bank must increases the mobilization of ownaud$, by increasing the membership, so that, tley c

strengthen the reserve position, as well as shapitat base. The borrowings of the bank decreages the years. The

Credit to Deposits ratio, Credit to Owned fundsoraCredit to borrowed funds ratio is favourablethe bank. The Credit

to Working capital and Credit to total funds ratias to be improved. The bank should improve itskimgr capital

management and reduce the amount of idle fundketbap in reserves. The profitability of the bars lto be improved,

through better performance.

REFERENCES

1.

Dayanandan and Sasikumar K (1999) “Performancesgalliation of a DCB-A case study “, Indian Co-opiesa
Review, Vol.24(4)p:323

Dash K (2000), “Fund management Prime agenda bdfoban Co-operative Banks”, Urban credit, Vol.22
(3)p:32-44

Suresh G Lalwain and Ravindra Gessappa (2001) “Ruarthgement”, Banking finance p: 4-6

Raikar A.V (2003), “Growth, profitability and cosfficiency of Urban Co-operative Banks in India- A

comparative analysis”, Indian co-operative revighel.42 (2) p:236-242

Bhagwati Prasad (2005), “The present situation pnodpects for further development of co-operatigaks in
Asia” Indian Co-operative Review Vol.43 (6) p:27172

Dr. V.K Dubey (2005), “Problems and challenges befagricultural co-operatives in India”’Indian Coeogtive
Review, Vol. 43(6) p:291-294

S. Suresh Babu (2006), “Strengthening of PACS daman and Nicobar islands”, The co-operator, \Bo{#4)
p:324-328

Fulbag Singh &Balander Singh (2006) “Fund manag@nie the Central Co-operative Bank of Punjab- An
analysis of financial margin”, The ICFAI journal ofanagement, Vol.5 p:74-80

Dr. K.Surya (2007) “Performance of co-operativaba case study of DCCB ELURU, Andra Pradesh, imdia
Co-operative Review, Vol.44(3) p:224-230

NAAS Rating: 3.09- Articles can be sent teditor@impactjournals.us




