
Kfoe ciaatgnt of -coetto' ia cossaeroial Icaka are i
(a) I us ere st pc^eosit on Sim Q&& saving© do posit m

(b) Vi8g*& a.-x! salaries (including fcoauo, o%ms-iise ami other 

eHl&msicQ&}$
(<s) other costs comprising of ppfcjtirsg asa stationery*

postage, talegraaa and toiepboaes, rent for prenioes, 
depreciation of pfeynie&l aoselSjObc* 

flstis,, bank5a coots can be classified into interest coot 
(item a) and non-interest cost or opiating ®mt i it ess & ft •©).

fho perccntag® of different costs i» 'total e&ets in 

rural aad urban tranche© 3a tu© present ©tisay for iiio year 
1979 csre presented in Sable 3*1* It becomes clear teu the 

tabic tb&3 interest oout occupies Lajo*:1 (Share in total costs 
mia that interest coot to higher in urkra branches a than in 

rural branches* in the sadlest alee groups in rural

and urban branches^ the percentage ©bos*© «£ tmgc-oalary cost 

to to tel coot is (53*9?a ©ad 33*3®* ia rural, &ia urbea 
breaches) higher 1ft«m In tercet cost \23«t4i’-> in rural aril 

32d?r in urfeca branches)*

In order to eas&aIno else-cost rgLatlcnehlp, oporatlag 

cost, I*e», noa-isst erect coat, rather than total coote la
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/able 3 «1
. .. ....... . {*.. . .. —

Sural* fMme sml All Bmisst'iee

Wa‘m*Qi Percentage ®£

SJu*t
S
r*

o
H
;e

£0Z2f’ (Volume of
of Business in
branch Xa&bs ©s& 

crore? _ of
Kup©#s)

bran
ch©©

t.-agc-
sslacy
C23U
to
ts tai 
oo et

other
boat
to
tetal
GS8t

u pirat
ing cost 
to total
CDBt

'"1st ©reotj 
cost to 
tot d 
cost

~rmrcoot

....
......__ T I* 55*3

IS
lees tfe&n 10 
XabhD 15 53,9? 20*85 74 .66 25.14 100*0

u 10*50 lal£h£5 61 34.41 13*27 47.68 52*32 100.0

ft 50 lctehs-1 srorcf 52 23.00 6*35 31*39 68*31 100*0
A 1*5 eror ee 29 21 #00 10*12 31.92 68 * OS 100,0
L All liars! 8r«a- 

choc 141 31 *88 18*54 44*42 31.50 100.0

b 10*50 lafche £> 39.32 28*50 67.03 32*17 100. G
li 50 Xsisfts-1 orora 15 23.33 u*^4 55.92 66* Ob 100*0
l> 1*5 orores 40 22.30 t*43 29*93 70.07 100.0
J V 5-10 erares 6 23.40 7*06 30.54 69.46 100.0

Above 10 crorec 

All Urban
5 14»90 14* y® 65.10 100.0

Bras chec dO 23*96 0,60 32*56 67,44 100.0

less th®
10 la!-: fee 19 53*9? 20,03 74*86 £5*14 100,0
10-50 Iskfeo 67 34.85 14. 66 49*51 50.43 100.0
30 lakbe-1 ere re 47 23*86 0*33 32.19 6f *81 100.0
1-5 eror ee 77 P> r j eyf 

£J <■&*(£-!
8*41 30.6? 69,33 100*0

$—10 creroc 6 23.48 7.00 30*54 68 * 46 100,0
Afeov© 10 crorgs 5 14.90 14*90 05 * 10 100.0
All ^ranehes 221 29,19 10,93 40.12 39*00 1*00.0

Sources Cal saluted oa the basis a£ 1579 4ais glvmu in 
Appc&diss Sabi e-'i *



considered la th© present at«3y* Opera!lag scat t» tfee coot

incurred iii order to pietri&e service to different euytoner©

in el Mtmi feorrDiiWB aa& dsiMasitoya* 0p@? c-^lag eoot te dudes
wago-oolary cost! sad ell etfeer ©spe&see (pj&rabi&g

atatiorory* poet age, reat, telephoaes* telegraso? eta*)

©HeliKilng interest coat* Interest eoefc is ax ipltae&or of

volume of business itself,, as it is wore or less in proportion
to deposits eefi borrowings (gable 5*1 )* I»tttio differences

in proportions to volesas o£ busiaeee for various groups of
brmches as sees frees gable 3*2 are due to veriatloa in

v depocit/advanco progcrtismo ana clepoeit-afe* Shore fcrc, it

4® rightly ergued teat it is the ©persfcidg cost, $»etcad of
total east, which Eiight enbibi t eocno*:.4eo/diocoonosios of

1seal© in taiMmb*

gable 3*2 s its© .cad .Sallo of later oat Coat .to. yplurae of 
Susfassa* (Figure© in SereoEtage)

Branch ais©
(Yolune of Business)

«m*»~ «a» *«a*i<feMi'wr«i

itaral uroaa ju,X

less them 6.10 lakb 3*m 3*07
fc* 10-50 liM% 4*05 3*2? 4*16
a* 50 laftb-1 erore 4*55 4*?? 4*6?
BM~5 GI*»X* # 4 #20 4*50
D.5-10 crore «fc> 3*99 3*39
Above &*1G arore *» 4*32
All Braacbes 4«06 4*33 4 *22

Souroet Odeuiated ca t*fe© basis 1979 data gives is. 
Appendix l&bl© 1.
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©

It fhU<m& ttm tfco foregoing discussion t&et At would 

t>® os>r« ^.'.ox-opslste to aneljr©® sconantss of seals filth respect 

to operating oast# further* it b&eoaes odious frets Sable 3*1 

that wage-salary eo4t aeeoantd fox* a very large proportion® 

of opening coat {'ft *??>>» ?3*7a&* feed 1» operating

esst ia rar&i* talari ®d all teanetins respectively) SherofOro, 

it v!oul4 sLeo he Aatoreatirg to easaeiine sccaotaio© of ©ed© 

uith rasp&ei to «ago»odla2*>- eoot*

ilatl© of sper ftiu-g cast to voluse of buetnesia mi ratio 

of vmge~eaiary coot to volets© of baoiaoos indicate opera! lag 

east fcn& wage-,solary coot per .unit of oui-gatt, i*©., -velum© 

of tmoinees*9 (Jives tfe© volume of business# a Icwer operating 

cost and &a$r-s!slas*?' oo^-rafel^AMAeatg that as nice of 

breaches inoreso© aporotisg oo&t end fi-ags^alaxg? cost torsi, 

to Q&dliiM*

slse-Ooet -

lor ue-; erst oa& lag the: rein SUmohip between, eia© and 

cost (A*©* ©persting md f?s|je^ij&iery coot) and the effect of 

'Aursl ana Urban mvtsvmm* on costs :ia different, sir.e^oape

of rural an:i iwhan. branches, the taeteioa© of ofeiylo 

and cokiXxici-eat of variation Irw hem eagSLoyetU fcose
averages

e ?iden.ee

cone ©piling the rel^tioiBhip between -also of the ferassob and

soot &m be Been £&® the behaviour of theme costa#, unssetly

Henceforth, i'or the a»l@ of convenienee, the sord operating 
cost end wage-ael^y ees>t is tieed instead of unit operating 
ooot ond unit asgs-asl&iy coot per given voluo© of business*



& pasting as*! ws^*®alargr coot, in rural and urban. brariehoc*

Sables 3*3 and 3*4 afeow sisspls average and relative 

diep@?Qioa la o £<3,* ©ting a&d tmgo-^^ary coat: 4j& 3S£ iter sat 

siss-isreupa ,M rural ssll w$baa brmcbe® aid all br&jacfceo Iter 

Ioffes ©as 1979 respectively* 3h© ia®&& value of operating ajsd 

oage-sstlar,, e&ct, la pe&mftta&si* indicate the averae©
operating ®a& v^age-suXosy coot ©S rural aed ubbea teatiotee 4a 

different alise groups* K&erc©©, tfe© coefficient of vacation, 

c-bows the deviaiIds ires the aeoa velue ia operating eai 

tmge-^Mtiry coat %-iifeis* different si&e groups of branches*

Sbil©t?4rg caacXusions or© dream fro© tbe cudlysiR of 

Sablutf 3*3 cad 3*4*

(13 It 1® seen froa tbe tables tact: as the else of 

rural cod urbea branches Increases, the ratio ©£ operating 

cost to of bueljiees and tbe ratio of wage-*bed. sry coat
to volaae of business, (i*e* mstt operating am ^age*-sale2y 
coat) i-uvo tecdoccf to declinef -huo, there is inverse 

relationship bet tie ©r; operating cosrt •. cad sis© in.. rural sad 

urban branches#

(it) ‘iinee t?-ege*-ssXar,y coot e can tits* toe a&3«p share in 

oporting cost, the fail in mit oper&ting coat is due to fall 

ia unit wsgo**E©lar:f cost* ifee cUx'fereaces la ©peratteg
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xabie 3*1 s -a-ves^s an! liolatilve Dtogerslto to, Operating
Coat ana uose^mlary Coot to liffierent aise*Gvougs, 1 S?3.

Brcnch-oise'
(Volum of business) 
in lakhs an! croros 
of rug©as)

iloeof Aalio of Operating 
fersn- ; east to voluios of 
cfees • BustoessCln pen- 

emt&kma) _
moan oo cl .ticlent

}ia% to o f ^'eg c*& ale 
ry ooet to srohmo 
of business)In - 
percentage ___ _
ilsan UOQf^ciQO£Ho 

1iiiiij1l

variation 0£ variation'.

m-i4? *.£,-*»-X i *•* «•« •» >»*• v- JutA *>MPimfiirtuumi, mi ,i».niiaii<"*,» ^ai>qgcnn»‘.tmmt

Less than 10 lakh
54 10*70 0*92 6*51 0*70

10-90 i£kh 40 £ *94 0*42 2.17 0*33
po iakh-1 pro re 55 .1 «b0 0*89' 1.21 0*36
1 -9 Cr02?9 17 1 *20 • 0*33 0*95 o*31
9-1'j CBS 2*0 *» ' «Xt , - m r

«
•a*

Above 70 eeore - - - - mm

Ail Branches 126 4*33 1.43 2.71 1*19
yjffiAi; 2HAB0IB&
Less than u.10 lakh - 9» *■* mm CM

10-90 Iskh 14 4-* 24 0*85 - 0.46
90 1 fish-1 o.rore 15 1*92 0*,41 1*41 0*36
1-9 d’ore 45 1.63 0*37 1.26 0*37
9-10 orora 5 1*04 0*44 0*65 0*56
toeve ' 10 crore 4 1 *Q& 0*50 0*07 0*47
All Branches 79 2*26 1.02 1.49 0*59
ABB ; tilU'IGiiBSm»i»wu«h.«ow ' -

lioac than 10 lakh 54 10*70 0*V2 6.51 0*7b ■
10-5 0 lakh 54 3*46 • 0.72 2. 92 0*42
90 laiiti—1 cryt*s 40 1 *04 0*75 1*2? 0*37
1-5 oraro 62 1*51 0*39 1*17 0.3O
5-10 eroro- nt

J no4 0*44 0*03 0.36
Avovq 10 orb re 4 1« Ou 0,50 0*b7 0*4?
All Branches 205 3*53 1*4 6 2.20 1.19

Bates in rural branches* there are fto branches havirc voXma ef
buGinenB acre than &*5 crone* htoiiorXy, to urban branches* 
thane saro oo branches having bus toeos loss than fcs.to lakh. 

So is-pa s CalcuLated an toe basis of 197c data given to Appma is 
fTibie-l.



g&lale 3*4- $ Blaifeg
©SOt &M&

verage m& StiMmzalm ifc QnurtiMar.
viSff.e^cslKrvp&'Otj in Mffereat Svisa-Grosi?.^ of 

i Ail-BrmoliGa. 1979*-
i_,a»wu-e»»ta»Knx,» w

Branch Sise (Voluee 
of Buoisese) is 
different groups

$0*0$ fiafeio of Opsr*Mag . Eatio ©£ Waga-solai^ 
bran* cost to vol.of coot ’to fol.of

branches (in Basir^esC In per**
centos®)—■—■—u«.«bJU^—J.« -—■----— ^aaag>u-<«wMiy y^y—

cient

br&Ji
cheo

bib if; mmmsBf—H—— rt!» •■h*;Mr»tiww«r «i«?.i|T-*»

rnE<WAGH«MAX.v«T1|W"UnjH. ™ . JW >-r-. ■ .-

asm Ooeffiaxmt siean 
o f varfat .ion _

VooW
.of varlfo ta.on

i Mi'"vwfranywcmi.

loco than f♦ 10 lakh 19 10*05 0*96 7*36 1.15
10—5 O iokh 61 3*17 0.41 2*38 0*44-
i>0 iolth-1 crore 32 1.51 0*30 1.32 0*37
t-5 erore 23 1*5:7 ^■#*4-0 1*01 0.40
3-10 erore *w «■* «*> •Mk
Above 10 ororo «W> <*n* «*** -
Ail liursl Branches 141 3*33 1*39 ' 2*32 1.48

193AB B/LftlfCBEa
Iseso tha» fe.tO lakh - -
£;* 10-30 lolsfc 6 4*91 0,62 2*82 0.42
&>*30 I ekh-1 or©re 15 2*45 0*46 1 .80 0*36
u, 1 -5 crors 4vJ t *62 0*33 1 *?£ 0*36
fi»3-10 croro G 1 •VO 0*22 1*30 O.£0
Above B>,10 crave 5 0.91 0*44 0* 89 0.46
All Orban Branches 80 1*35 0*70 1*49 0*50

A*;L BM$30H$&
li^so thai d* 10 X«&b 19 10*06 0*96 7*35 1*15
iii<t 10-60 ic-kh 6? 3.13 0.53 2*43 0*43
Ei*5 0 1 efe fc—1 era m 47 1*76 0*49 1*41 0*4-1
if.1-5 crave Ti 1.49 0*41 1.17 t*w* jrjr
ti.5-10 ere re 6 1*66 Q #22 1.30 0*26
Abov© If. 10 era re 73 0*91 Cl *44 0*69 0*46
Ail Branch©© 221 2*84 1 *33 £.13 1*43

iioarce* Oe3.euiat©4 or the Basis of 1979 dcfcu .given in Apperull: 

ilotes

ai'e m fem<feea feEtvir^ vol«&8 of baeiaess loos, ttaa &.10 lakh* C%
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©oat lii difftereat sis© in ris?e& and urban branches

my be i?MXily 3m $o difierenoee in wage**anlary eobt#

Ciii) St 3e also obD€?rrc4 £rm the table©* that unit 

operating eo^t i$ the highest in the ©sallest ©is© group o£ 

brmeheB md lowest; tes tfeelargeot ©is© group of branches in 

rural and urban area* itn®* lergm* branches mx> m©re elM5. cient 

thm omiie* brancoes both in ruraL sad urfcna area*

<iv) It can also be etoomfi irosy the tabic©# the* within 
comparable sis© groups* i%»o* 10<*30 iatchu, 30 orore*

m:^ 1-3 erere C=») la rui-al &i4 urbai branch©*** unit operating 

mot m3 mitt wags sal se$ cost ere £oupM to bo. higher in urban 
brmetJes* th-aa in. yrauefeoc* it se©c<& tberolfcre* tbet rural

brands© o are no re east efficient ifsaa usfcea branches: within 
mupwoble 'Of brsacfeea*;

(v) Sfe© table® cilso reveal tnc& the1 3ioparaioa in 

operating. cost -Kid wag©**08&aa$’ oast from iho seem value is more 

in tft© smallest sia© group in rural brands eo than %n urban 

branches in 19?d and * 2b© dispersion is the lowest ia 

the longest sis© group ia rural branches in 1 §?% •vfbeyeaa in 

cay® of urfem breaches* v?@ £ki& mro & uotu&tio ns in the 

Xcrgar o.Ujo-%m*oup of kr&wtsase.

On the basis of the above mulyele, following l$>potlieQ©s

are pactwlated t
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(e.) i'hero i& inverse relationship be-t^eea el«e of th e. breach 

anti unit cost* tbit is to ssy unit oporcting m&t ma unit 

mee«sai&:r«v’ coet t»aad to decline with the Increase in Giae 
yf the brancht $te, «coas®ieB ©£ scale estate at branch 

level.

(b) For coaparctsle sis©»£rs>ttp% rural branches are eiore 

cast efficient than urfcsBt brauchoQ sn« mmioatmi of soaLe cafe

mar© pronounced. sural branoisoe thaw lo ur'ton breaches*

;3«3 lieGanrmmit of Economies of Scale

OtJt Of three ©ain techniques- used for sie&atsr ion 

economies of scale, nteoly staiiotloal coot approach* tee 

survivor tcchaigaa and ©sgifaeariag approach, thet@Qhnig.ne of 

statistical coat approach la need in the present ©tudy to 

ruotistire @oo»Q©i@'0 of qo&L@ &fe bre«Qhlevea.* i’tec method 

essentially usee cro-os-egetioaei data to Sln€ the reiatioa?* 

ship bateom oiKe oM cost.

Accordingly* the rsX&tlcmfcig b@*®re©« siami operating 

cost I &jsl£ sice sail wage-salary eos-.t have ‘mm asset in.od 

separately.

degression analyeio Hm boon mp.icy ©el to examine 

empirically the poetslats# x‘«&&feiQfiS>Ulp between sIqc and coot*

to aeoifie Tfiioh cost j&mefeitm fits well t© ibo data gas?
. e^A.h^m'i tA# -fua# •»-«-Q.cvU'<3^s ui t j^o&vao&vt s\jjl 4

for /sifttoatttoife pperttlng cost* ami <©age-oala«y cos'cost# a scatter
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diagram vms arms, with tim help of the original value 0 of 
'dependent variables, i*o%, (i) rati© of operating cost to 

vulur-;© of business (<^ ) (ii) rati© of wag©*“©al&r<y' cost to 

volume of biusiaose (Cg) «a ©ssfXas&icry variable, i#©*, 

mtwsas of business (A ;*

2ho se&tsergx^a was htmm for rural, urbsn
and all branches with tbs Imlp of 1979 data*

First of all, simple 1 to cor .time t ion ?;as fitted, but 
es It t!&& * poor-fit * and therefor© a ©cm tel og or it tel ic function 

was fitted, expressing ©is# vsriobX© to coisocm logarithm* It 

is srgued, that the use of logcsrithaie function alio?#© tbs 

eat lasted coot curve to be virtually of the theoretic, clly 

recognised sfc&iac* Sborc ias loprsvescat is the rsorlts, but 
in teres of total explanation, tfee fit was still found to be 

poor*

As tbs c urv il in ear it,/ to tbs scatter was found, m adui- 

tioaal topci was addsa aatbe cost function ami aeol^XogerXtteio 
quadratic cost function, expressing sis© variable (A) in 

.eosaaoa logoritisa, was also fitted* Because «£ tb© inherent 

eharaoterlstl© of quadratic ocatefunetloii, the ©©tiimfed test 

curve was Ito-sh&gcd* vsbesteao tee scattergrass gar® the soap©

Ufco asymptotic curve showing define Im operating and wag®- 

••oslory cost*
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On thfefc&Blo of und regression r eoaltn,

finally, linear 1oufei©? -log cost fane tie bs fe&ve betm

©d acted Bi3 f&lloss i '

{1} c,| « a ❖ bx -i- y
(2) Og ** a * te * o

(3) log

(4) lag c2

» log £i * fe log 2£ 4- >j 

w log a- 4- 1> log >; + 1/

%ihei- %

c1 « ;iatio of ©perking e&st t© volume of butsineus 

(in per cent«g$)

e? «* itsfcio of wags^al&ry eoet to v©liaa© of fenofeecs 

(is percentage) 

a w constant

h « itegres^loa ceeffiola&t 

1 » ¥oluy© of feus fee ns - 

U » Error term#

Stnotion© (1) Sid (2) taet tfe© by pot basis tfa&t operating 

and wge—salary coot are linear functions of i*»*, volisae

of buoioot*©* i‘hl0 linear form pootalatei* that operating cmd 

**age-*aalea\v costs change by a flmed saount (measured in ratio 

for® ’.vbich aeaaa percentage point) for any given change la 

sisa* For i«aapu.<&# If the eoelXle isnt b «* -0*01, it aeons mit 

the ratio of b per at log coat ss? Miga-salaity ooet to volts&e of 

business aecroaaeo by 1 pore ait ago point as sis® increase 

by on© unit*



ggustiaas (5) (4) sire doable log functions* la those

functions 9 the slops coefficient, b, no asm* c© the el sstic tty 
•a;f 0 with respect to X* i*e«5 the peroeat&g© cherts© la Q for a 

g iven percentage Obsngo la A* In this m=$, double-log function 

gives directly/ the cost elastic! tp' with s»ep©ci to rural, urban 

aa-J all branches ■

As refer rad to earlier, the scattsngraa gave asymptotic coet curves* Heaee, for fitting t’oo ®st curve, the doublet-log 

cost functions ere represented m follows s

* * # (t)

* * * C %)

0poresing sdu wc^e-aslary cost have be® estimated 
with trB help of linear @ni double-log cost fractions fox4 all 

rural end tirhm bm&®be© far 1978 and 1979* £'he results for 

linear relationship with respect to op ©rati 213 and waga-salarv 
cyst m'B presented la tables 5*3 slid 3*6 respectively, wteroEa 

results of double-leg function with respect to operating and 

v/agc-sala^j asst are t^mmtoA £a tables 3*7 sad 3*8 

respectively *

$1 » A 5:

Og « A %„-»s

3*6 Bsapirlec-l ^ladings



F ??hen ogeratSssg es«& asge-ealury cost are regreeaed m
fiis©f little,g linear ctoaol for rural, ui$?an end all eraseboa 

in 1976 &}$ 1979,following ©sadmioua as-© derived*

£i) It is obvious from table e* 3*5 eM 3*6 that tho 

regression cos C£t© lent, t>* la found to fee statistically 

Bigmfia&atf oxo©gt Ms ogeratiEig ©sat in urfcsa fer&nohee is 

19T9# filth ejected negative e%nt* Shis negative r<&&tionefelp 

between else sm eentt i*©*# operating aafl wage«esltiiy coat* 

sobstaritiatos th © ^gotbofeis of seonooios a£ eo&Le at fer&oob 

level*

(iij it is ol. 'oo apgmmt ism the tables te&t* \ri t fe the 

fetslp of else variable* the extent- el oxplaaatloK psrovi&ed 

for variation 4», ©par&tlug end tfq^^©olas,y coat is» hardly s®a?o 
than 10 par os at in rural* tug? tea entl ail branches* However* 

the coefficients of determination 2t * ere found to be 

statistically except for operative m®t la urban

branches for 1979*

It to inter©ofinjg to no fie that* even v&ih low value* IT 

la found to fee statistically oigai$i««5&t * fi!feis mqf fee itie to 

larger auober of observations*

(ill) Ae far as the effect of rural«*urtea envlr&asent, 

caa operatic s?H »ag©-® alary cost Is conccmecl* it la obvious*
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tabl'O 3*2u» rinxjwi 9sio-B aesalt8:l<m®&r Model *

Category of Jem 
Urmtoh 1*6

Siso sad Oper fetter Opst* ft___
pead&at? variable■•+&*&»a —iny .*»m*i w ■ .mt * iidtlo Qi

costs* to wlise of MusiriQas.
o-psr a*

atlo- -*«»r

lad »?axd aides Volume af basics©
£S ** r* "ir'”” ^3 4*.

Enrol Branches 197© 3.1325 -0#0fes*»
(3*3850)

0.0762** 11*45*30
(1.139)

1979 4.6792 ~d.0214«'x
(4*1290)

0*1096“*® 17*0490
0.139)

urban Isreneu m 197a 2*4700 <*0«UOOd*
C 1.&&7C.)

i»^424 3*4490
(1*73)

1979 5 *5018 ■**0*0014 
(0*9370'

0.0*110 <*•97*30
(1.78)

All Breaodes 1978 5*5320 -0..0G18*
(2*050)

o.oidk* 4*2030
(1.219)

1979 3.9088 ^.ooto*
(1*7130)

o.oi 2*9550
(1.215)

*
feijjulfisaiit at 1 per cant level »• 
digaifieoat at 5 per oout level.

2* flgyrsa iu pareatbesls tselo$? rogjressica <&e££icia]&ts ore 
t-vaiua© aaO. belov? F-r&tis arc degree of freedom*

3« Me&iXtf) ere obtained xraa computer on fee basis ox 197© 
ami 1-979 data givea ia q&pg&&Ix £©.1* Uoesvsr. for- mooing 
regression Midividual fersnefi data are deed*

from the tables tlrnt oi2©«ooot reintivis&i? ip ©taro agar In 

toms of total aEplanaiism. is rurdi by&nabos them is m*b«
pbr&ae lies. Stile dm be s®@j.froa tte value a of E4 for a?urol sad 

urbu& brimobe© for tooth spersfctBg «&& %-ags**$g£LeKy cost i& 19?8 

&m 1979#

It s§p&m£ tu&$ liae-ar <aodel is a ’poor fit* 1a terms of
«a .J^3V (LM WCLeC) M I VH»

U&[v®xii&t%€>n iarbptra^Uig aid t?agc^al8sy cost i» &ll? rural, 

and urfesm brsasba©*



«**•«*»» i-teMUrife ilWBW i‘.»>«*■

Q®$®g(}&g of Tea? S4s« nad oasfetf notlo
iMpe&eea as lame of uace-bBlsry 
oaitfB to veins© of ^usiaooa 
Infepeedltfi-t VarlaM.©* folmsc of Business

iiuri’sl Branches

■Urban Branchs

&11 'Ezmohm

&ts©;

a b P-ratio

mt> 3.1471 *“0.\}'J99's*2’
(3-5T20)

OiOul 2*» 12.3330
(1,139)

i9?y 3*4810 •w0*0155##
(3.63QQ)

Q*Q&f6*+ 13.3790
(1*139)

1978 1*573S -0.0Q04*' 
(2.2330)

0-.0608** 4*9&30)
(1*70)

1979 1.7530 *0*Q0O3»
(2..16GD)

0*0&GG*® 4.6630
(1*78)

t9?a 2*2099 '-O.OD10s «• 
(2.80)

0.0193** 4.3260
(1,219)

1979 2.3493 ‘•0.-0O11*
(2.1370)

0* 0207 s® 4.6550 
(1,219)

at 1 :gor cent level.
* Significant at 5 pose* cent level.

2* FIg«r©& In parent&esie below regresstoa eeefficients are 
f-valwee and bole?? F-«rstie are degree of frae&os*

5* iieo'oit® ai?e obtained from coaster on ill© saelo of 197d s 
1979 d&ta given In a^pea&J^tg&le tf&.t# However* far sum 
regression individual hx&vsAi data are tided.

IX. ifelatienebib. Between ttise and Soots Bc^ble-log Helatianshig.

1© explore farther tlie yeletioss-bip so tween els© md 

boot* i.e., 8$®e&%Ui£. urn, &8ge~&$L®v# cost, double-tie^ function 
as stated in eqaat&smG (5) sad (4) &«£ been fitted* 2fce yeeaXt© 

arg present 35*1 in Sablee 3«? mil 3«8*
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fn. *■« fiy j&ffigsesioy* iiesaitQ a j^odaf *

(J€it«60isy of Year
Br«mefc

Sis© aid, i>gTO?atls^. Post# BatioJr«i«rjiMaWj*n* >wy*w^#^uifeic^»n*MM»'>,B»u;p» w*iriin«-AWBii*»»nw»»uijawft

TiQpmil&nt- v^rj£itii.e8 .uatio of 
C©et4 to voluis© of buoiiiee©

3i* at

a b , K\ .. 5-rail©..

Eural breaches 1978 2*9954 -0*40S6*s'
(14*8176)

0*6448** 219,362
(1,121)

V-M 2#9536 —0#53&9*'fe 
(22*1054)

G*?7B5»* 483 *6$ 0 
(1,139)

Urban Srorsa ho a 1978 2, #1324 -0,5133** 
(3 «*1'409)

0*4698** 66*2603
(1*76)

1§?§ 2*7226 —0*4(5‘3®'^ 
(6*6763)

0*5636** 44,3723
(1,70)

All Jjrmciie© ma 2*3269 -0w*2?91**
(16*9025)

Q*5&94*« £63,€94
(1,1995

1379 2*4533 -0*5995**
(15*0480)

0*5340** 85W59
(1*219)

ao*&eBj
1 * **■ SigaifioaiTt at t pm esmi level*

* at 9 psr cent. level *
2t &4%tr#0 la £©i@»tb©6io below yo^eoBifro ©oeffieicato $r@

t-value© suifi- h®lm :?*^ratio are degree of freedura*
3, Sosulto ear© obtained from eG?smit©£. on th# basis of 15?0 m& 

?9 data given fn app^idix table So*1* However, for runningIQ'
regression iifllvldisl brmeb data ero used

i’eilwiiig ooiiduaioH-© cape d@r4.ired dttra tbe results of 

tables 5*? aid 3,w*

(A) ft is observed foora the tables that there ie negative 

rtslat-iongbip between sis© of the branch end cos t, i*©** 

©IJorntiug sal wyge-ealar:/ cast* £&i© Id omfir&ed ty tb© values

of b, tbe regression eoeffieicat, i‘he regression c© efficient, b,
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a able 3*6 s ^ImmpuXon R&aul to *• BoftblonBofij SSodjai
^Mn^WtMlf

I0S2?
i»gt.)<t««afj|gai!>HB»<i»ii'iy*e.m>iKj»>4i

C&tegoiX af 
Sr&iksiies

82.se &s& ym& Oa&ag? Vo&t$ Hullo
Pepesaiieafc Variable § uatia of 'dSjge-bsZ.tSK/ 
©oot# to m&tsae of feu&meee* 
I^@nei£i6&t«*Ve^i&1ie8 Volume ©£ Itaftlati?.

Urban* Branches

Ml Srsne&ss

a b 1 | . tMlutlo

19ft* 1 * 3 *13556 -•0*4428#*
(13*9933)

0,6102*^ 139*95?
<1,1217

1979 3.4915 ~0*5335*»
(18.2212)

0,6943** 263*120
(1,133)

137P 1*8204 *0*2897’^ 
(8*3924 >

0*5SSQ®‘3 46*3359
(1,76)

1979 1*8595 *4>.23r5;>@
C 6*4901.)

0*39 <37*fr 42.4217
(1,76)

197& 1.3739 -0*34-33^'
(15*7930)

G,556S** 249.576
(1,199)

1979 1.9791 *0*3996s*
. (14.9345)

0,3048*3 223,033
(1*219)

Kfe/MMaMMP

I-fgteos
1 * ## Signiliaaiit at 1 per ©sat level*

*' Sigslficaat c& 5 pee coat level*
2. Figures ,>ii paraiiueMe beletv refp^&sioa co ©lifieleatu or1© 

t-vf:il'ee» m<k ©slow iVr&tto are degree of freedom*
5# Results core obtain©a froe Outputer os the h&sie o£ 1573 w& 

1979 data give a appo&dijc iabls j,l&*l* iio'aevar, for rujanirsg 
regression individual brsaoh date are used*

£w aperstir*# ©ost ars! yjagQ~si&ar;' csoot fenotion la £fcmzxt to fes 
otc&Iaiicalty d Igaifieaist &$ 1?$ lore! «itb expected negative 

®iga in ell, rural, me! »srbim tesactess*.

£-fee veluo of reg2*©s&l©& ©ooffielont ibr ail brauefees for 

s per at iijg cost is *0*5791 ©aa& ~0«5993 in 1970 end 1979 

r«®peotifel>'f «b©r«sa for siage^Jii saey cost it is •‘•©*5453 asS
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-0*3596 in 1373 -and 1979 respectively* *li8 implies that mi 

increase in sis© 'by wo&M lead, on an average, 0*380 mid 

#•400 Ueersoee in Operating ©oat &»l 0*340 aadt 0*360 decrees® 

ia mg e-salary cost*

However* tfeo oifS&ot of eaviesijisent, la tor&s of ete© of 

rural oai urban branches, on ©per^ting caci wage-gel &iy seat is 

different. She effect of sis© ©a cost, bofek operating and mg©- 

salary cost, is found to k© stronger M saad o£ rardl branch®© 

tbm in ease of urban breaches* ibis ia obvious froa the res

pective ©oat elasticities fet rural and urban branch©a* She

cost elasticity in rural branches for operating ©oni is 0*4866 

arid O.5399 in 1973 ©ad 1979 respectively, for '©agc^saisiiy 

oast it is 0*4426 mdi 0*5333 in 197# easd 1579 reepeotiwlyi 

vihereos itoa eo©t elasticity in urtea branches for ©plating 

coat is 0*3133 end 0*4058 in- 1970 ©ntl 1979 respectively, and ibr 

mge-s Glory cost is 0.2697 end 0*2903 in 197# ©u& 1979 respectively*

(ii) It is ties observed frosi the tabl©© that the double- 

-lag fuaotioa cspSUilris larges1 peromtage vespiatim in operating 
Gsd mge-sedery coat tbaa linear fusetior* i'bc coefficients

*9of deters fastion, ,1% wit ft re ©pc ot to 0porting cost and mge~ 

**0Slary coots ore found to too ©tatieii©ally significant in rural* 

urban and all brandies* ‘lb© values of £.** in oil branches for 

operating cost ara 0*5094 and 0*5342 is VJtO aau 1979 respectively* 

end for viage-eelary ©at are 0*5564 a®4 0*5046 in 1973 ®?A 1979
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■yeepectivaLy, the wlues ©;r!f‘ in »1 breaches £qs?

operaling coat arc- 0*6448 a ad 0*7705 Ik 1978 cad 1979 respect!- 

vtly, .for wag©-"©^ ary e»sfc ays 0*6182 s&& 0*6543 to 19*$3
, , p

■and 1-979 respeetlvely* gisdlerXy, fee vssLuee of H" in urfc&a 
breaches In 1978 mil 1979 .for ep&roliag cost are 0*4658 and 

0*5636 respectively, and im ary cost ere 0*388cJ aacl

0*3907 respectively*

Ciil) it to interacttog to mto that to rural Itoeaebas

the sis-e variable, i*e*# volcae of basins©© 111) to £omM to have
more isifluoaeo on opera#i&g atoi \^c**cale;<y coot, whercae to

urbaa broaches there tasy b« other acre important variable©

than eiae toiicb isdlumo& ops resting cful tmijs-BeXaiy cost.
nShi. 0 to obvious ftoo tteo valve a of S'“ lr mffi &&X erbsa 

branches for operating cc-ut «age«sslfa?y cast*

!£tsu©f the regreesioa retail to mbstaatlato tfce postulated 
negative relationship bevsoea uiza anS. coot (both for operating 
erui aage-fcatory coat)* 2s other words, ecaisx&ies of seal©

©sis .a baitotog industry at branch level * Stov^ver* eooaoEiie®

of scale arc sore primouaoccl in rural breaches than Mrtei 

breached*

III Kifieleuc;/ of Rural Versus Urban Branches-tflureflEW), «war» *nrW’’»t,i>l*jWi,W •Vy»fr*»w»rqii

flic efficiency of rural vssraue v&bm branches is 
osoaiacd, firstly by graphics presea tattoa of regression 

results €83c. secondly by jgr ©declivity ate ©sure*



[A} d-guphical jfoeaeut&ticta of lie&reaBfcn

Silt* graphical presentation of fee ftso lttfeetiGa©*W“7ii$,
’

nme&V (1> operating cost anti (2) «age*©aS.©r> oosW^lf tesed, 

oa or%iasl values© of «3tjpim2atv4?y Triable (volusa of^8®^l«s) 

atiti dependent variable© (operating cast asd %ag0«*®al.Gi!y cost) 

i'sr tfee yeas’ 1979 aud on uc-ubls-Xog oo et function reauXtG 
for 1979* §be relatie&sbijs betsaea els© aid op©rating cost

for rural5 urban sad all brssacheo are sboisn by the carve in g, 

I, 11 m€ 111 .reapectiv©3y* Gj?^b I? show;© tfee relationship 

between else and operating cast lor rural and urban br&nehss 

together* Slsilla-ly, the relcMornhijs between aise and 

w&gs-s&L firy co sfc for rural, urban asS t&l tranches are shown 

by the curve in grafts V, ?! ard ¥11 respectively* «ber©a© 

grafts Till ©bows the rel^ioiSifc-ip between sis© and vjag©«* 

as&sry cost for rural and urssaa broaches together. It is 

observed fro® fee graphs thst oi»@*coot curves for r&r&j,

and ssrbm brandies &r o like oise-eoat carves in oilier cost
studios, in theory of firebar substantia t&
of ©eom&ios of scale, nsaeiy silberstoa,^

3 ($btigler , Bald cud wbitTOrbg etc.

;g the hypothesis 
tTohnston^,

it i© •sis© scoo £xou graph 2¥, wtiore ©iso^e^bt curves 

for rur^L otid urban branches are .presented together, that 

the operatic cost in or ban branches is higher than in rural 
breaches* ibe east elasticity with respect to o pitting cast
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for rural am urban feronebec %n 1979 is Q#9S‘39 csaiS 0.4€58

respeoiively# ®bic eaa fee explained firstly fey cost elaati**

oity with respect 1s wage-assla-y cost fey rural ar*i urban

fercsjobss in 197% which is 0*9333 cad 0-*£9S9 re&i* actively*

Becoauly* it esgi he explained with the help of tabic 3*2* It
is observed that v?ith la ebes parable sise-jjrtmpe, (10-50 lakh

abovo
Tj.§0 laktea to f erorca ©^£Fa,l«*5 eras?©} unit wegc^salasy 

cost is bibber in nrhm branches tfeaa £’UTnltmmcbc&» Shis

Liay fea due to tbs con etitsLeuto of wag4**oalury cost md 

o they cost, nssaely rent for iho pre©i&a% nil am sec© and 

oirertist© to aapleyees, tatephonsa, te&egras and tales 

0Epessess aamfes® of clerical end officer staff, ©to* a©i*©** 

over, processing of aBoilltoiy service-s like admittances, 

cl earonce of ©fecQLoos# drafts, cervices provided to public 

institutions &nd tc tts© £pv«r&sa®as* oto»f repair a acre 

clerical staff ©ml oe i&velvefp higher wage-aial. ery cost aid 

beaes higher oporotir^ erst is arts**1 bracohco*

B* Mfioloac/ in Scras? of iToduetivlty of Bs&oitr

Efficiency of rural verses urban branches fees, also 

bees ©ensured vrltii tbs help of prcduetiviiy of labour seasurc;& 

in termc of v&ius© of busiuesc p&? eopLoyeef and with the 

help of relationship between unit wago-oeOUMey cost# voluae 

of business per ©ts&syee e-na t?age**salsry coot per ceglayee# 

Ifeic T&L&%imiBhip is preseated to ‘fable 3*9 wits the help

of 1979 data*



vi'able*.2*9*
Oogft employe e .sad 4atto of

Officer to Clerical Staff in xiurol, Urban and All 
litw*eha§* 1979#

Brai:Qfe size in 
different stz@-
groups
(Vbluse of Eauiaes©,-

’m L^dtPva rfsS'VNoi
?f (2s?!)

60* of
bran
ch a©

folmse of 
buoi-eoas 
per eor>«* 
le§re©
(IS fe«
Xii'i bo}

^atio o£ 
wage 
ss ' 
coat to 
valine 
of feua- 
tiiMQtm
{Inr*9M<<inMatiunM^«)m£jn

VIage- as lie of
acla*^ officer 
coot per to ele- 
eafio^ee ricoi 
(In ts* staff 
ldkfefi)

loce then £j«10 lebb 19 2*08 7*36 o*n 0*91
10*5)0 I aids 01 7*59 2*30- 0*12 0*67
56 Xaka-1 crore 3£ 12*90 1*22 0*12 0*61
1-2 crops 29 16*4$ 1*01 0*13 0*49
3^10 crops **. - - - »•*

Above 10 eroro Jfc*

- fcw «■* «•»

AH Braes he© 141 12.29 ££•!?& 0.12 0*59

W .B3A?jDiJB8
leas than b*10 lash - vd* Urn

/

-
10-50 lafcb 6 5 *39 2*62 0*10 0*67
50 lakh-1 orore 15 9* 23 1 »u0 0,12 0*49
1-5 or ore 48 12*48 1*26 0*13 0*43
5-10 oror© 6 12 *32 1 *30 0*13 0*35
Above 10 crore 5 22.89 0* 69 0.13 0.36
All Bra relies 60 15*06 1 *45 0*13 0*40
abb mmmmB

i»8a«*»7i»iif.<irtt*)ini*>!» <*i*» wfjarrrttiifless than £;*10 lakh 19 2.88 7*36 0*11 o.9i
10-50 Idkb €7 7*25 2*43 0*11 0*67
50 ieisa-1 cars re 47 11.19 1 *41 0*12 0*56
1-5 srsre 77 13*46 1*17 0*13 0*44
5-10 crore 0 12*38 1*30 0*13 0*35
Above 10 ©rare 5 2«2 0*69 0.13 ©*36
111 Branches *> •’‘31* -14*30 2*1 2 0*13 0*45

;bo basis of 19$9 data gives£0ureas Calculated on 
$&bio, *#

jola rural bg&mmsSf -m&i, __ ...... .......... ......^ ........ .
business ©ofe than iO.$ ©ror©* S&saflarlafy in urban branches* 
toe-re ere no breaches having "volt®© of buttons©© leeo tb&n

-« ere ?s0 branshe© having >lmse of



Following-; coiieXusims or© derived from the &«i.yeX*j 

o£ X'abi© 3#S*

(1) It is ©beerved fros tbo te&Le ttott as the &im -of 

■riarnl en^wtee branches ia<»e8se» voluee of bus lues© i^r 

employee fcas tendency to incrosa© 21a rural &to, urban branches# 

except in t»fct© ©iae^greap oi‘ 1-*§ ®»'e rupees in ts’tosm 

branches* l%rtbers volup© of business? per asployeo i» feo 

linger branches is bibber than ©seller branches in rural an 

wall tm in urban 'areas* &J1U0, Isrger bra® too tire mere

efficient than »il© branches 3a term of, productivity of

la. tour#

(11; It Id oiao XssftereetMs to note tfesst vvitliiii comparable
id*sise-group cf brans bee (i*e*/lO«^>0 ickb % &*50 icsstol era re* 

a.d Cj#1**§ crore) velum© e£ business per employees is greater 
in rural branohe© tsaa in urbsj branetoo* It oegr to eorssludea# 

therefore, that rural branches ere core efficient ife&n urban 
branches is> tersa of pro&jjQtivfty of labaur t&'t&la eorapsra** 

bXe oise-greyp of brassfees*

(ill) SL’fee t&l&© ales roveols feat wag©salary cost per 

esiXofe© is leas than volets© of business? per employee in 

differ ait ©ise-^oups i« rural toa urban branches* ff horsier ©, 

unit m^eeeaL acy cast dec fines with foresee an else of rural 

sia urban branches* Is hi© is flies feat rural aid crbcui brfsjebss 

may increase their voluae of business* even by inctoasiiv.



63

total number o£ employee©, r;itb having only raerginaL lupnct 

:wi issg^aa^aaev cost. Be cease, «©ge«K30lary cost w? employee 

increases Efcrgteally nish lacrssnet in ©is© o$ rural oafi urfe$& 

feradsfeecu It ©oeio, thereto s*©, that cost p®r

employee is not a constraint mi oiiloiatoy si* rural aau urban 

branch©©*

Civ) It ic also observed from tbs table that mge«*&al as?y 

coat per employe© fees tender^ to i iters ase mrginaSLly or vir* 

tnelly r*?.safe constant, with the increase in a is© &t rural 

anti urban breach©at *iiiis smy perhaps bo due to the fact 
that, as seen feooi the table, ratio &£ officer to clerical
stall is lower la larger branched la gursL cal! urban area* 

Tfeers&re, too decline in unit ®&$@w©©1 say coot v.dtb Saacressi^ 

breach sis© does not oiqply reflect the difference© In mg®**
celary cost gar employee in rural and urban broaches*

5*5 Ooncituslon

While suiaialsg up the cliocusoioa on ©ise»$o0t 

raletioisahip, following ©a actuals ns ore derived*

Ci) degression results shot* that there id negative relo- 

tiosship between ai&© auct cost eusl os tb© dig© of fee brands© 3 

increase, there io steep fall in unit ■ operst log coot upto 

certain voltsse of bueinoBS, i*#* &*10© IdSfas in swel byaaobce 

and £3*150 ialcisa in urbm terenohse* Slias, tn© rocolts validate 

the Hypothesis of economies of Seale at branch level.
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<ii) Om interesting eoaelycion vihi«& esaorgea Ikes the 

erpiriesl findings I© tbaft X&sj@©r branches Sa seimfl. a0 well as 

3ii; urfocya area are found, to fee moi?e ©out ©i\tt©i®Ki than ©a&ller 

branches* It -ansy foe inferrecl froa tte res»Xt& that most of the 

rurei &m& urban t»y&jr*efo«a liar© sot p0t attained. eertala ©iss® fof 
operation (i.e* ?s#625 lakbs) upto wfoleii there la aoapo for 
reducing tt&lrjSBgerssfeisg <socj$ % reducing their (jpgo-se&ersr 

cost*

(ill)' Cm cor© oenoiuaXoo which fqllqvm froa the findings

ie that eo&ioiaies of ocale ©re mispronounced in rural branches

th&a in urban branch©#* tfeeref«rof else-cost relationdilp is

stroiiger in rural branches* than in urban forsnch©©* Shot is to

a^j? oise :&« found to have s&r© icjfi ueueo on operating cost
2is rural breach©©* SMb.Is abeerved. by the,values of E j 

coet-eXas1; ieity * siw-esat curve aa& vo3.ua© of hufslnoss per 

employe® in rural sal urfo&n branches*

(tv) She r ©suite alee ohoxf that the source of scale

©cono tales la to be found a&Miy'in. cajfje-Doiar;/ coot *
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