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Dear Members,

The cooperative movement in India was the 
creation of  Dr Dhananjayrao Gadgil, the founding-
father of  MEDC. His visionary ideas were primarily 
responsible for the growth of  cooperative sugar 
factories and cooperative banks all over the country, 
especially in rural Maharashtra. Cooperative banks 

self-employment, setting up of  MSMEs etc. They provide a much-needed 
alternative to the age-old exploitative practice of  Indians approaching the 
village moneylender, often getting into a debt-trap that they (and their future 
generations) struggled life-long to extricate themselves from. 

Cooperative banks are founded on the premise that their customers are also 
their owners. This sense of  ownership in the hands of  the masses gives them 

responsibility to percolate down to the grassroots level.  Further, almost all 
cooperative banks are highly decentralized, and such systems can help rebuild 
local communities. This is especially important in the present era, considering 
the havoc wrought by Covid on the socioeconomic fabric of  Maharashtra. 

Cooperative banking systems genuinely help empower those at the bottom of  
the pyramid. In an age of  increased institutional consolidation of  big banks, 
big hospitals and big businesses, there is a real danger of  loss of  community 
control and citizen engagement. The advent of  digital technology has further 
accentuated this trend. Services did become cheaper and more uniform, 
but local communities lost their institutions, and the skills, engagement and 
knowledge going with them. As a result local communities often lost control 
over their money and the ability to govern themselves. A point was almost 

is precisely where the cooperative banking sector made a visible difference. 

any time in regulatory compliance, and that their existence provides a genuine 

Maharashtra may have reached a stage wherein there are too many banks, and 
so they could consider merging with each other to strengthen the (cooperative) 
banking system as a whole. The process of  integration could be messy, but if  

is worth it. 
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Covid has forced a digital transformation on India’s banking sector, and 
cooperative banks should compete aggressively with their peers. Even though 
many cooperative banks have come a long way in digitalizing their processes, 
there are still many technological solutions which can be better implemented 
on their credit disbursal and risk-management sides. Millions of  young 
Indians are rich in aspirations, and they are looking at more than just basic 

be able to successfully woo them if  they are to make a tangible difference to 

in which they operate. 

Without compromising its core principles, the cooperative banking sector 
will need to reinvent itself  to stay relevant in the changing world. In this 
regard, the relative lack of  corporate governance in the cooperative banking 
system is an important issue which cannot be swept under the carpet for 
long. Regulatory processes in the cooperative banking system need tightening, 
as there have been recent cases wherein scams were committed despite the 
presence of  auditors and investigative institutions. The occurrence of  such 
incidents should be minimised – if  not eliminated. 

critical differentiators for the survival and success of  cooperative banks. 
Digitalization is a double-edged sword … if  cooperative banks know how to 
use it to their advantage, it could do wonders to their balance sheet, but it could 
also eliminate them if  they do not avail of  it appropriately. The cooperative 
concept is noble – and especially suited to India – but it needs to remain 
technologically savvy to stay relevant amidst market realities. That is how 
the cooperative banking sector will be able to face the relentless competition 

Dr D R Gadgil’s emphasis on the development of  the cooperative movement 
was prophetic, because through it we have been able to promote and channelize 

small businesses, artisans and other marginalized sections of  society. Rural 
cooperative banks have the ability to make the countryside truly Atmanirbhar, 
and also foster local prosperity in the process. Important national goals like 
Vocal for Local and Doubling of  Farmer’s Income will also be supported by 

institutions understand the pulse of  the rural population better than most of  
their competitors, and so policy needs to appropriately tap their potential.
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Dear Members and Friends, 

for the Maharashtra Economic Development 
Council (MEDC) Economic Digest. Established 
six decades ago (1957) by the eminent economist 
Late Dr. Dhananjayrao Gadgil for achieving 
balanced economic and industrial development 
of  Maharashtra, MEDC is an Economic Research 
and Development Organization that has been 
acting as an economic think tank and the voice of  
the industries in Maharashtra till date.

As we know, Co-operative Banks are an 
important part of  the State and play a vital role 
in the agricultural, banking and housing sectors 
among others. Co-Operative Banks also play an 
important role in mobilizing resources from the 
lower and middle-income groups and provide 

In this October issue, we share some important 
concerns related to the growth and development 
of  the Co-operative Banks in the State.

the reader’s attention to the three-fold challenges 
facing this sector: I) the regulatory challenges for 

of  the Co-operative Banks and iii) the tremendous 
scope for over 98000 Co-operative Banks to 
serve the majority of  the country’s population. 
The second article emphasises expectations 
from customers' point of  view, which includes 
employee response, accessibility, reliability, price 

Editorial
transparency, infrastructural facilities available 

services, innovations and corporate governance. 
The third article analyses the critical situation with 
respect to agriculture credit and how to make 
efforts to strengthen the role of  Co-operatives 
and to plan for its increased role in the agriculture 
sector. The fourth article discusses how it is 
important for the Co-operative Banks to survive 
and to thrive. The article mentions a few concerns 
related to lack of  leadership, delegation, Director’s 

last article highlights views on regulatory measures 
and its impact on the functioning of  this sector.

This October issue of  the Digest has also been 
graced by some eminent experts who have 
shared their views through interviews on the 
possible measures for the smooth functioning of  
businesses of  the Co-operative Bank.

of  this Economic Digest useful and thought 
provoking.

Constructive comments and suggestions for the 
improvement of  the publication are welcome.

We will be back with more information in the 
month of  November 2022.

Till then Best Wishes,

Dr. Sugeeta Upadhyay

Maharashtra Economic Development Council
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Cooperative Banks in India: Cracking 
the Whip on an Age-Old Institution1

- Dr. Aditi Chaubal

Assistant Professor, 
Indian Institute of  Technology, Bombay

The century-old cooperative 
banking sector has seen its 

fair share of  ups and downs with 
the last 3 years being particularly 
tumultuous. Its noble mandate 

to formal credit for the strata 
with limited or no access to 
formal banking systems created 
an alternate, more accessible and 
community-based banking system. 
For instance, there is tremendous 
scope for the deepening of  the 
cooperative bank sector in order 

inclusion and rural agricultural 
credit with the percentage of  
deposits of  urban cooperative 
banks at a marginal Rs.0.5 million 
(compared to Rs. 169 trillion 
of  the scheduled commercial 
banks) as of  2020. This is not at 

size of  the sector which boasts of  
a staggering 98,042 cooperative 
banks as of  December 2021 (of  
which 96,508 are rural cooperative 
banks) owing to the limited ability 
to raise capital or having to rely 
on borrowings from the state 
governments, RBI or cooperative 
societies in order to function.

The Reserve Bank of  India (RBI) 
has usually maintained the status 
quo of  dual regulation in terms 

of  state governments regulating 
the cooperative banks and the 
RBI auditing the cooperative 
banks once a year. This has partly 
been the reason behind the sector 
being plagued with functional 
and regulatory issues, and the dire 
circumstances facing the sector 

and mergers/consolidation since 
2015 (as indicated by the RBI 
Report of  the Expert Committee 
on Urban Cooperative Banks 
in 2021 (headed by the former 
Deputy Governor Shri. N. 
Viswanathan)). Functional or 
internal issues have been due 
to the small size of  these banks 
which has resulted in the lack 
or inability of  technological 
resources and progress, dearth of  

and lower ability to raise capital. 
Regulatory issues due to dual 
regulation and guidelines such as 
one share one vote (cooperative 
principle), reduced (compared to 
scheduled commercial banks) or 
limited accountability owing to the 
strata and segment (agricultural 

catered to, and lack of  committed 
governance and professional 
management (owing to the small 
size). These issues have their 

basis in the recommendations 
for the RBI to regulate the sector 

proposed by the 2015 RBI High 
Powered Committee on Urban 
Co-operative Banks (headed by 
the then Deputy Governor Shri. 
R. Gandhi).

The Unravelling of  the Sector

The unraveling of  the sector 
can be traced back to 2015 
following the implementation 
of  the recommendations of  the 
R. Gandhi Report of  the RBI. 
The Punjab and Maharashtra 
Cooperative  (PMC) Bank fraud 
which came to light in 2015 
marked the tipping point for 
regulation of  the sector, and 
further highlighted the need to 
give more control to the RBI 
over the cooperative banks. 
The PMC fraud amounted to 
Rs. 6155 crore and involved 
perpetuating covering up of  
non-performing assets (NPAs) 
to the tune of  Rs. 7457.5 crore, 
tampering with the core banking 

accounts to tally with the large 
loan disbursals to a single entity. 
In the years since, closer scrutiny 
of  the sector showed that the 
total NPAs increased by 134% 

1
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and by 69.7% from 2015 to 2021 
for state cooperative banks and 
district central cooperative banks 

have been due to the subsequent 
NPA crisis which was being faced 
by the entire banking sector in that 
period. The NPA to loans ratio, 
however, remained consistent 
at an average of  5.1% for state 
cooperative banks and 10.9% 
for district central cooperative 
banks from 2015-2020, which 
would indicate a steady increase 
in the loans which the banks may 
have extended over the 5-year 
period. This consistent growth 
of  loans disbursed is interesting 
for this period owing to the NPA 
crisis facing the banking sector 
along with the scrutiny of  the 
cooperative banking sector.

In terms of  the advances which 
were extended by the urban 
cooperative banks to the priority 
sector and weaker sections, 
the micro-small and medium 
enterprises (MSME) sector 
consistently had the largest share 
close to 61% (in 2019) (increased 

MSME sector’s heavy reliance on 
cooperative banks also highlights 
the possible lack of  credit 
availability from the scheduled 
commercial banks which have 
stringent credit worthiness 
criteria. The scope for the 
cooperative banks with respect 
to MSMEs is large owing to 
their primary objective of  being 

for small domestic borrowers. 
They have the potential to serve 
the MSME sector which has 
tremendous potential with few 

which the cooperative banks can 

Since 2015, the deposits of  
urban cooperative banks (as 
a percentage of  scheduled 
commercial banks (SCBs)) have 
declined from 4% in 2016-17 
to 3.4% in 2020-21 (which was 

owing to the cleanup of  the 
sector, shifting of  the account 
holders to SCBs and the switch 

The 2015 R. Gandhi Committee 

from the scrutiny of  the major 
cooperative banks (such as 
PMC Bank as stated above) also 
resulted in the important Banking 
Regulation (Amendment) 
Act, 2020 which gave the RBI 
additional powers to regulate 

this sector effectively and take 
necessary actions regarding 
errant banks in the form of  
closure, cancellation of  licenses, 

takeovers or demergers in cases 
where salvaging was possible 
(good asset quality, fewer NPAs 
and healthy deposit and asset 
ratios). With 100 of  these banks 

2021 and an average of  5 banks 
losing their licenses every year 
since 2015, this sector has been 
overhauled in line with the 
recommendations of  the 2015 
report and the 2020 Amendment. 
The consolidation taking place is 
a continual process as has been 
evident with the cancellation 
of  license of  the Rupee bank in 
August 2022 owing to inadequate 
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capital and earning capacity. 
The Rupee Bank is in talks with 
other banks for a merger but 
has not yet found any player 
with approval from the RBI. 
The regulatory framework had 
provided Rupee bank over 9 years 
since operational restrictions 
(withdrawal limit, issuance and 
renewal of  loans and advances, 
borrowing and acceptance of  
new deposits) in line with the 
Banking Regulation Act, 1949 
were imposed in 2013. The bank 

position despite the restrictions, 
and instead tried to bring in retail 
banks willing to merge with it 
(since August 2021). However, 
as the RBI refuting the proposals 
on grounds of  the difference in 
priorities of  retail banks vis-à-
vis cooperative banks, the bank’s 
license was canceled in August 
2022. The most recent case of  
Laxmi Cooperative Bank was 

under restrictions in November 
2021 and received one 3-month 
extension in May 2022. The bank 
lost its banking license owing to 
inadequate capital and the inability 
to be able to pay its depositors 
(having violated capital adequacy 
norms) in September 2022. The 
closure of  banks owing to being 
declared bankrupt or losing their 
licenses has resulted in the start 
of  effective consolidation of  
the sector. It is evident that a 
regulatory framework must be put 
in place but the sheer magnitude 
of  98,042 cooperative banks 
indicates the struggle ahead.

The RBI having recognized the 
need to clean up and regulate the 
sector, then has the additional 
uphill task and responsibility of  
swift and effective resolution of  

the failed banks to protect the 
depositors’ interest and ensure 
credibility of  the banking system. 
The Deposit Insurance and 
Credit Guarantee Cooperation 
(DICGC), a wholly owned 
subsidiary of  the RBI, insures 
bank deposits upto Rs. 5 lakhs 
under the Deposit Insurance 
Scheme. However, based on 
i) the stage of  resolution that 
a failed bank may be in and 
ii) whether it is liquidated or 
merged; there may be a delay in 
terms of  when depositors may 
receive this amount. In case of  
the PMC Bank, owing to these 
factors, the DICGC extended 
the disbursal of  the amount 

October 2021 (which is 6 years 

fraud and 2 years after the RBI 

on the bank). On the other 
hand, as the Rupee Bank has not 
merged, according to the RBI, 
high value depositors will receive 
the maximum amount of  Rs. 5 
lakhs irrespective of  their total 
deposits. The resolution in terms 
of  the amount to be disbursed 
has two sides to the argument 
– is it too little for high value 
depositors who may have lost 
their life savings (as in the case 
of  Rupee Bank, the high value 
depositors worth Rs. 340 crore 
are primarily senior citizens), or is 
it a fair amount that the regulator 
has assured and insured.

Challenges and the Way 
Forward

It is thus, important to take note 
of  the three-fold challenge facing 
this sector: i) the regulatory 
challenge for the RBI, ii) the 

health of  the cooperative banks 
and iii) the tremendous scope 
for over 98000 cooperative 
banks to serve the majority of  
the country’s population. The 
challenges from the banks’ 
perspective are with respect 
to i) capital (vis-à-vis earning 
capability, declining deposits 
and NPAs) ii) quality of  assets 
and iii) regulatory framework 
to adhere to for credibility (and 
thus raise capital). The recent 
2021 N. Viswanathan report of  
the RBI provides the additional 
regulatory and functional 
framework necessary to expand 
the purview of  the RBI along 
with necessary recommendations 

of  the cooperative banks based 
i) total deposits, ii) sectoral 
exposure ceilings (and guidelines 
for repayment terms of  loans), 
and iii) Capital to Risk (Weighted) 
Assets Ratio (CRAR). In addition 

other recommendations are: i) 
improving and increasing capital 
raising potential of  the banks 
(depending on their size); ii) 
regulatory framework, including 
a separate regulatory authority, 
which can also allow the banks 

banks as they grow without 

rural credit; iv) better corporate 
governance structures (which are 
also under the purview of  the 
RBI), etc. Further, enabling the 
raising of  capital by the larger 
cooperative banks will not only 
reduce their reliance on the 
state governments, cooperative 
societies and the RBI, but also 
help the banks grow sustainably. 
Another aspect in terms 
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of  credit offtake is that the 
cooperative banks need to take 
a closer look and assess the risk 
of  the asset for which the loan 
is being demanded especially for 
large loans (in order to reduce 
the NPAs as well as deter the 
large borrowers from defaulting 
as was the case with PMC). 
This is only to regulate credit 
offtake to avoid situations like 
the PMC fraud. From the banks’ 
perspective, regulation in this 
regard was strongly proposed by 
the Raghuram Rajan Committee 
on Financial Sector Reforms 

2009 in the form of  risk-based 
deposit insurance premia. It 
would be remiss to not mention 
the personnel training that is 
necessary in these traditional 
cooperative society community-
based structures which form 
the core of  these banks. While 
these aspects of  training may 
seem obvious for scheduled 
commercial banks, they have 
been a major lacuna for the 
cooperative banks. In order 
to ensure effective corporate 
governance, an overhaul of  
the conduct of  cooperative 

banking without impacting the 

inclusion and access to rural 
credit (especially for agriculture) 
is the need of  the hour. The 
additional regulatory and 
corporate governance measures 
which have been proposed 
will build the credibility of  the 
sector and result in sustainable 
growth of  the healthy entities 
and consolidation and resolution 
within the rest of  the sector 
which would need to be done 
effectively to protect the interests 
of  the shareholders.
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Expectations of  Customers of  
Cooperative Bank

- CA Abhay Mate

 Ex-Chairman & Director of  Janata Sahakari Bank Ltd. Pune, 
All India In-charge of  Banking Cell of  Sahakar Bharati 

Cooperative banks in India 
have a vital role to play. 

Customer satisfaction is a key 
area for the success of  any bank 
and the Cooperative Bank is not 
an exception. Several studies 
have been conducted, not only 
in India, but also abroad and 
sincere thanks for all their work 

The customer expects that the 
value of  the services offered by 
the bank must be high and the 
amount paid to get such services 
is low. Once the customer’s 

customer is the strength of  the 
bank. Customer’s satisfaction 
is connected with the quality 
and value of  the services given 
by the bank. It refers to how 
the customers’ needs and 
expectations are dealt with and 
met by the bank. Customers 
continue with the bank if  and 

services given by the bank. 
High level of  satisfaction of  the 

the banks as they are then not 
bothered by paying some high 
price to the cooperative bank 

as compared to nationalised or 
private commercial banks. In this 
competitive market, customer 
satisfaction has become the 
centre of  attention for all the 
banks. All the banks generally 

for growth in business and 
no doubt, this approach is 
correct. However, the studies 
and the statistics showed that 
the customers who are faithful 

as compared to getting new 
customers. Thus, it is advisable 
that cooperative banks must go 
for retention of  their existing 

expectations from the bank. 

The founder of  Apple, Steve 
Jobs, stated “Get closer than ever 
to your customers, so close that 
you tell them what they need well 
before they realize it themselves.” 
This is applicable to Banks also. 

What do customers expect 
from a cooperative banks? 
Customers expect qualitative 
value addition in the services 
given by the bank at reasonable 
cost. 

We shall now spell out the 
expectations. 

Employee response, Accessibility 
and Reliability refers to Quality 
as assumed by the customer. 

product or service with respect 
to its intended use.

Employee Response - 
Customers expect that their 
banker is available to them as 
and when they need their help. 
When an employee responds in 

“I am available in all problems 
faced by the customer”, then the 
customer is retained. Presence of  
bank employees during working 
hours is very important in this 
respect. Courtesy extended 
by bank employees to the 
customers counts. Customers 
expect a generally positive and 
friendly attitude of  employees.  
Employees must showcase their 
willingness and readiness to 

and frequent communication 
with the customers either 
by letters, answering emails, 
phone calls, personal visits etc. 
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response. Customers expect to 
receive a response in the shortest 
possible time. Promptness in 
catering to customers is expected. 
For example, if  a customer waits 
for a response from the bank, 
say, for 10 to 15 minutes, he 
feels that he has been waiting for 
hours together. This affects the 
relationship negatively. However, 
a humble communication can 
be made to make the customer 
understand that factually he 
was waiting for a much shorter 
period than he presumes. Waiting 
time is always felt higher than 
the factual time. The bank can 
use the ‘waiting time’ to interact 
with him on his business growth, 
future plans, and listening to his 
success stories so that waiting 
time is not felt as boredom. 

The  Reserve Bank of  India and 
Indian Banks' Association had 

the time to be taken in execution  
of   the various banking services. 
These objective criteria measure 
the performance of  banks in 
terms of  the quality of  customer 
service offered. They refer to 
subjective criteria also which 
depends on the feelings of  the 
individual customers regarding 
what is good, and what is bad. If  
the majority of  customers vouch 
for a service, then banks can be 
sure of  its quality. 

Customer expectations are 
speedy withdrawal and deposit 
of  cash, printing of  pass books 
or emailing of  statements of   

account in a short period of  
time, legibility and accuracy 
of  pass books/ statements of  
account, speedy collection of  
local and  outstation cheques, 
timeliness in sending credit/
debit advice, intimation of  

deposit receipts, speedy issue 
of  new cheque book, speedy 
purchase / encashment of  bank 
draft, RTGS / NEFT transfers 
with minimum delay. Customers 
expect good personalized 
services and customer support   
services. Customers expect 
that there should not be any 
opportunity for complaints. If  
at all complaints happen, issues 
must be resolved in reasonable 
time.

To summarise, customers expect 
quick service, a helping nature 
of  employees, quick response, 
keeping clients informed, and 
reduced waiting time.

Accessibility - Customers 
expect that banking service is 
easily accessible on all platforms, 
whether physical at the branch 
or on digital platforms. New 
generation prefers Digital 
Banking such as electronic 
banking services like telephone 
banking (t-banking), electronic 
banking (e-banking), and mobile 
banking (m-banking). They 
hardly personally visit the bank’s 
premises. Customers expect 
technology and digitalization to 
serve their banking needs and 

that banks should be available to 
them 24x7, anywhere anytime. 
Customers are not ready to 
depend on open banking hours 
which are around 6 to 8 hours 
in a day. Only if  this is achieved, 
will the youth be attracted to the 
cooperative banks. 

To summarise, customers expect 
banks to be easily approachable 
and ease of  contact on all types 
of  platforms, whether physical 
or digital. Needless to say, 
customers expect security of  
their money, wealth, and data 

their banking experience. 

Reliability - Customers expect 
that banks keep their promises 
with respect to their service 
delivery with accuracy and within 
reasonable time. Customers 
expect that such experiences 
should repeat every time as and 
when requested by them. They 
expect to know how the bank 
solves problems and maintains 
proper and accurate records 
of  transactions. They expect 
consistency and dependability. 
They expect standardized service 
quality and things to be done 
precisely as per set standards. 

To summarise, assurance 
needs to be given that secured, 
dependable, consistent, correct 
and error free services will be 
rendered by the bank.

Trust, price transparency and 
competency refers to value as 
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assumed by the customer. Value 

from a service and what they pay 
to get the service.

Trust - When the customers 
trust in the management, then 
even in the odd or bad situations, 
they do not leave the bank. 
There is the classic example of  
Janata Sahakari Bank Ltd. Pune 
who faced a very bad patch 
for more than 15 years. NPA 
exceeded 50%. The Directors 
never hid their faces and came 
up in front of  customers and all 
other stakeholders mentioning 
the facts, their achievements, and 
even their failures transparently. 
Even the employees surrendered 
their increments. This could 
happen only because of  the 
trust and faith developed in all 
stakeholders. 

Trust establishes an important 
bond between the bank and 
customers. Customers expect 
that employees are honest, and 
that management gives justice 
to the needs of  customers. 
One remembers the proverb – 
when faith is there, no proof  is 
necessary and when no faith is 

is true in the case of  relationships 
amongst all stakeholders of  

expect that the banks will not 

information unless it is warranted 
for by law or ethics.

If  the customers trust their 

bank, they are more likely to 
conduct business with it. When 
customers and banks are loyal 
to each other, then both enjoy 
a high level of  trust. During 
the pandemic, most cooperative 
banks helped their customers in 

worked proactively to satisfy 
their long-term loyal customers 
by understanding their bad 
economic situation and raising 

it happened that as per the RBI 
norms, the particular account 
turned out to be NPA. However, 
some honourable Courts / 
arbitrators came forward and 
gave their verdict that considering 
the typical situation such an 
account is not to be marked as 
NPA. This relief  enhanced the 
trust of  customers in banking 
and the judiciary.  Previous 
studies showed that the majority 
of  customers prefer a bank they 
trust, rather than one that might 
give them a better return on their 
investments while having a low 
level of  trust. 

Price transparency - Customers 
are ready to pay charges for 
banking services depending on 
its value as they perceive it to be 
fair and reasonable. They expect 
transparency in charges. Hidden 
costs are not acceptable in the 
long run. Perceived price may 
not be necessarily actual price. 
If  the difference is large, then it 
is likely that customers leave the 

bank. Mostly it is a subjective 
feature. Customers expect high 
transparency about banks’ 
pricing structure. 

Competency - Employees must 
be proved to be competent 
enough by their knowledge and 
behaviour. Customers expect a 
certain level of  professionalism 
during communication, accounts 
handling, other services, skills, 
product knowledge and also 
emotional intelligence. To 
summarise, prompt and quick 
service, helping nature of  
employees, quick communication 
response, keeping clients 
informed, and reduced waiting 
time are all expectations of  
customers.

Customers expect good 
performance on the following 
factors also.

Infrastructural facilities 
available at the branch / 

 Customers expect 
adequacy of  space, clean, airy 
and well lighted space, adequate 
number of  branches in the 
locality. 

Availability of  general amenities 

like availability of  drinking water, 
wash rooms, place to sit and other 
factors, special arrangements for 
physically challenged persons.

Customers expect that the banks 
must be well equipped with 
tangible facilities like computers, 
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printers, connectivity, ATM 
machines etc. If  any of  the 
facilities are not functional 
on a particular day, customers 

If  it occurs frequently, then they 
may leave the bank.  

Social responsibility – 
Customers expect that banks 
should not have only a business 
face, but also shoulder social 
responsibilities. Many banks thus 
help in medical needs of  the 
members, education assistance 
to children of  members etc. 

Help need not be restricted only 
to members but can be extended 
to the general public also.

Services innovation - 
Customers expect that banks 
should come out with some novel 
idea, product, service portal etc. 

Corporate governance - 
Customers expect that directors 
and top executives adhere to 
corporate governance principles 
and commitment to ethics. They 
should not misuse their powers 
for personal gains. For example, 

many of  the directors do not 
take their meeting allowances. 
This is a good gesture exhibiting 
commitment to ethics.    

On the basis of  this background, 

expectations, not only survive 
but grow. I am sure all the 
cooperative banks will continue 
satisfying their customers. My 
best wishes to them.
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Cooperatives are Important to 
Agriculture and Farmers

- Mr. Anil Javalekar

‘India’s Perspective Policy on Agriculture’ and ‘Indian Droughts and Way Forward’

"Credit," says an old French 
proverb, "supports the farmer 
as the hangman's rope supports 
the hanged." But, as observed 
by All India rural credit survey 
committee (1954), ‘if  credit is 
some times 'fatal', it is often 
indispensable to the cultivator’. 
This is true to Indian farmers as 
they borrow and knowingly enter 
indebtedness.

Indian agriculturists, therefore, 
are known for their indebtedness 
and no efforts including loan 
waiver has helped them so 
far. True, Indian agriculture 
has helped India increase 
its agriculture production 
substantially so as to gain food 

country earn foreign exchange. 
This was possible because 
cooperatives stood with the 
government and worked hard 
for the purpose. The issue of  

along with prosperity to farmers 
is, however, still a problem to be 
resolved. The corporatization 

sector is making the issue more 
complicated as the cooperatives, 
the only institution that 
partnered with farmers, is being 

marginalized. Indian cooperatives 

delivering the agriculture credit 
and other services to farmers 
and, with all its weaknesses, it is 
still the one institution that has 
the capacity to make things better 
for agriculture and farmers.  

Historical Perspective of  
Agriculture Credit System 

Historically, the issue of  
agriculture credit was a complex 
one. Firstly, it was not meeting the 
required needs of  agriculturists 
adequately as the needs were not 
for cultivation alone. Secondly, 
the forced borrowings from 
money lenders led to high 
indebtedness as the terms were 
not favourable to farmers. Third, 
the efforts of  government or 
policy makers were frustrating 
for it could not help building a 
self-sustaining credit delivery 
system for agriculturists. Most of  
the time in the past, many of  the 
measures of  agriculture credit 
undertaken by Government were 
remedial mainly to rectify the 
damage to crops. As is known, 

almost entirely unregulated and 

a dominant role was played by 
the private moneylenders. The 

in the hands of  a very large 
number of  private individuals 
whose charges and methods of  
business impaired considerably 
the agriculturist's incentive 

production. Efforts were on to 

that was thought was cooperative 
system and secondly, the Land 
Improvement Act, 1871, and the 
subsequent Land Improvement 
Loans Act of  1883 accepted 
the principle of  the need for 

of  agricultural improvements. 
The Agriculturists' Loans Act 
of  1884 extended the scope of  

that it came practically to cover 
all purposes. The main section 
of  this Act empowered local 
governments to make rules as 
to enable loans to be made to 
owners and occupiers of  arable 
land for the relief  of  distress, the 
purchase of  seed or cattle or any 
other purposes connected with 
agricultural objects. The system 
of  State loans however failed but 
cooperatives survived and helped 



October 2022MEDC Economic Digest

Cover Story

17

the credit system. 

The Cooperatives- Pre-
independence Days

As is known, the cooperatives 
that were existing before 
independence were of  all kinds 
and were of  both good and bad 

some in loss. Some were led by 
good leadership and some leaders 
were themselves moneylenders. 
There were examples of  credit 
societies whose working was 
entirely dependent on their own 
sources and some were lending 
for other general purposes as 
well. There were also societies 
who took irrigated land on lease 
from government and made it 
available to landless labourers 
for cultivation. Some societies 
were doing distribution of  
food grains for government. 
These successes, however, were 
not adequate. The impact of  
cooperatives on agriculture and 
farmers was minimal as their 
spread, membership, sources, 
capacity and operations were 
limited. 

The Coperatives - After 
independence 

After independence, efforts 
were made to understand the 
problem of  Indian rural credit 
and its system. RBI’s All India 
Rural credit survey committee 
(1954) laid the foundation of  
the institutional framework to 
establish a sound credit delivery 

and allied activities. The channel 

for institutional credit to 

decades of  independence was 
the cooperative sector and till 
the end of  the 1960s cooperative 
structure had assumed the 
responsibility of  providing 
production credit to the farmers. 
Some major commercial banks 
were nationalised in 1969 and 
1980. Further, in 1976, RRBs 
were set up as alternative 
agencies to provide rural credit. 
These developments brought 

institutional credit to the farm 
sector. Thus, after independence, 
gradually the country moved 
towards a multi-agency approach 
to meet the credit needs of  the 
farmers. 

Rural Cooperative Banking 
Sector

1. The rural co-operative 
banking sector thrives either 
as a three-tier or two-tier 
structure. The three-tier 
structure includes State Co-
operative Banks (StCBs), 
District Central Co-operative 
Banks (DCCBs) and Primary 
Agricultural Credit Societies 
(PACS), whereas in two-tier 
structure only StCB and PACS 
are present. In the three-tier 
structure, the lower-level 
tiers, i.e., DCCB and PACS 
extend credit to individual 
borrowers using their own 
funds/deposits and claim 

i.e. PACS from DCCB/StCB 
and DCCB from StCB. In 

the two-tier structure, PACS 
provide credit to individual 

from StCB. In some cases, 
the StCBs also extend credit 
to the individuals through 
its branches across the state. 
There is an apex institution, 
NABARD, supporting 
cooperatives in all their 

for their lending operations. 

2. Currently, 20 states have a 
three-tier structure, with 
StCBs at the state level, 
DCCBs at the district level 
and PACS functioning at the 
village level. Among them, 
Jharkhand and Kerala have 
only one DCCB while the 
rest were amalgamated with 
the respective StCBs. In 9 
states and 5 union territories, 
they are arranged in a two-tier 
structure, consisting of  only 
StCBs and PACS. 

3. Long-term Co-operatives 

capital formation and rural 
non-farm projects. Their 
structure, consisting of  state 
cooperative agriculture and 
rural development banks 
(SCARDBs) operating at 
the state level and primary 
co-operative agriculture and 
rural development banks 
(PCARDBs) operating at 
the district/block level, does 
not follow a uniform pattern 
across states. 
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Jammu and Kashmir, 
Puducherry, Tripura and 
Uttar Pradesh) out of  thirteen 
fully functional SCARDBs, 
are unitary, i.e., they lend 
directly without separate 
PCARDBs. Six (Haryana, 
Karnataka, Kerala, Punjab, 
Rajasthan and Tamil Nadu) 
are federal in nature, i.e., they 
lend through PCARDBs, and 
two (Himachal Pradesh and 
West Bengal) have mixed 
structures, i.e., they lend 
through PCARDBs as well as 
through their own branches. 

Status of  Cooperative Credit 
institutions 

1. Rural co-operatives are 

short-term and long-term. 
As of   end-March 2020, there 
were 96,509 PACS covering 
6.3 lakh villages and having 
13.8 cr membership. For the 
year ended March 2021, there 
were 34 stCBs out of  which 

had accumulated losses. Their 
gross NPA’s were at 6.7%. 
As regard to DCCBs, their 
number was 352. The banks 

were 308. Number of  DCCBs 
with accumulated losses was 
at 100. DCCBs had gross 
NPA at 11.4%. As regards 
to the long-term structure, 
there were 13 SCARDBs 
and 603 PCARDBs. 10 

the gross NPA was at 33% 
(March 2020). Similarly, 227 

the gross NPA was at 43% 
(March 2020).

2. Among short-term rural co-
operatives, StCBs are relatively 
better performers, with a 
proportionally higher share in 

in NPAs. PACS, on the other 
hand, are heavily reliant on 
borrowings, incur larger net 
losses, and comprise a larger 
share in NPAs of  the rural co-
operative sector. 

3. In terms of  regional 
presence, StCBs’ branches are 
concentrated in the southern 
states. The western region 
claims the highest share 
of  DCCBs’ branches and 
PACS. The latter also have a 
substantial presence in the 
eastern region, while DCCBs 
have no presence in the north-
eastern states. 

4. Typically, DCCBs in the 
southern and eastern regions 
contribute the lion’s share in 

the western region, especially 
Maharashtra, accelerated, 
surpassing the eastern region. 
DCCBs in Tamil Nadu posted 

those in Madhya Pradesh 
registered the highest net 
losses. 

5. Primary Agricultural Credit 
Societies (PACS) constitute 
the third tier in the rural co-
operative structure. They 

primarily engage in providing 
short-term and medium-
term agricultural credit, 
along with arranging for the 
supply of  agricultural inputs, 
distribution of  consumer 
articles and marketing of  
produce for their members. 
PACS had dominant presence 
in the western region at 
end-March 2020. They 

inclusion at the grassroot 
level as majority of  their 
borrowers as well as members 
are marginal farmers.  While 

the losses incurred by the 

Their NPA was at 31%.

Cooperatives are Cmportant 

True, the share of  cooperatives 
in total agricultural lending has 
diminished considerably over 
the years, from as high as 64 % 
in 1992-93 to 11.3 % in 2019-
20. However, there can be 
no denying that Cooperatives 

in Odisha, Goa, Maharashtra, 
Chhattisgarh, Madhya Pradesh, 
Gujarat and Haryana in 
providing agricultural credit. The 
high share of  cooperative banks 
and RRBs in agricultural credit 
in these states is on account 

compared to commercial bank 
branches in rural areas. This 
shows that cooperatives have not 
totally lost their relevance. They 
have a reach in rural areas and 
are familiar with agriculture as 
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they partner with farmers.  Their 
importance remained in rural 
credit delivery system.

Cooperatives Have Not Failed 

The failure is because 
cooperatives are meant to 
share the prosperity of  farmers 
and farmers are not gaining 
from agricultural progress as 
the agricultural sector itself  is 
prone to natural disasters. The 
Cooperatives are also not for 

government in procurement 
and distribution of  agriculture 
produce and giving other 
services to farmers. Another 
cause is the politics of  lending 
and recoveries that leads to 
frauds and compromises with the 

cooperatives have a long history 

in an organised manner. They 
have helped farmers to organise 

and do things collectively. The 
cooperatives helped farmers in 
all their activities, and the most 
important amongst them was to 

Cooperatives Should Get 
Equal Treatment

Recently, Government 
has constituted a national 
level committee under the 
chairmanship of  Sri Suresh 
Prabhu to draft the national 
cooperation policy as per the 
vision ‘Sahakar Se Samrudhi’. 
True, Indian government 
and Reserve Bank along 
with NABARD have helped 
cooperatives to grow and 
become competitive in the 
multi agency approach to credit. 
The cooperatives are, however, 
losing their relevance in the era 
of  liberalisation, corporatisation 
and privatisation. The New 
Committee needs to focus on 
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this aspect of  cooperatives and 
recommend a plan to help them 
get equal treatment in all the 
regulations and in raising of  

suggest for fair functioning of  
cooperatives and help them escape 
lending politics. It is desirable 
that the committee suggests an 
increased role for cooperatives 
in agriculture markets so to make 
markets farmer friendly and 

remunerative to farmers. Not 
to emphasis that this needs 

support to cooperatives without 
interference in the affairs of  
cooperatives. Hopefully, the 
new committee will make 
efforts to strengthen the role 
of  cooperatives and plan for 
its increased role in agriculture 
sector particularly in relation to 
farmers.
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Factual Matrix for Co-operative Banks
- Mr. Uday Pendse

Chief  Manager, Dombivali Nagrik Sahakari Bank 

It has been more than a 
century since the movement 

of  cooperative banking was 
established in India and is now 
an indispensable part of  the 

than 1500 cooperative banks 
continue to operate in various 
parts of  the country. Maharashtra, 
Gujarat, Karnataka and Andhra 
Pradesh account for a majority 
of  these banks. The cooperative 
banks have always had to deal 
with dual control – one from the 
cooperative department and the 
other from the banking regulator 
i.e. the Reserve Bank of  India 
or RBI. There are countless 
issues caused by multiple RBI 
regulations that are proving 
to be a hindrance to progress. 
However, there are quite a few 
other issues challenging the 
very existence of  these banks. 
I propose to elaborate on  such 
“Non-RBI” issues in this article.

Lack of  Strong Leadership

Every industry has its own 
associations / federations that are 
active at state and national level. 
Their primary role is to protect 
the interests of  that industry. 
In case of  any adverse policies 
brought in by the Government 
and regulators they use various 
tools like discussion, agitation or 
even going to court. They take 

it as their duty to oppose the 
policies which are detrimental 
for the industry although success 
can’t be guaranteed every time.

Cooperative banks also have 
similar associations / federations 
at state and national level. 
However, they are hardly active 
when it comes to opposing 
the legislations / rules that are 
brought in by the Government 
or the regulator which are clearly 
problematic for the cooperative 
banking sector. Leave aside going 
to court, they are often not even 
vocal enough against such unjust 
policies of  the Government or 
the regulator. It is obvious that 
opting to go to court against any 
such issues can’t be a pragmatic 
decision, for a single cooperative 
bank. But surprisingly, this 
courage is not shown even by the 
state / national level associations. 
This doesn’t augur well for 
the collective strength of  the 
cooperative banking sector. The 
leadership of  these associations 

demands of  cooperative banks.

Delegation & Directors’ 
Dilemma 

The decision making process 
in cooperative banks is largely 
board centric. Very few banks 

have opted for decentralisation 
of  the decision making process. 
However, in spite of  delegating 
such rights to the CEO and 
the senior executives, they are 
seldom used. Possibly it is a 
matter of  not willing to take up 
the challenge.

Secondly, the elected board 
members of  all cooperative 
banks take up that role as 
a social responsibility. The 
allowances for board members 
are inconsequential, to say the 
least. In many cooperative banks, 
board members do not avail even 
of  these meagre allowances. 
Naturally they have to manage 
their own job / profession 
before they can devote time 
to the bank. When it comes to 
devoting time, this is valid for all 
social activities. However, a bank 
is responsible for the safety of  
deposits of  thousands of  crore 
of  rupees. Therefore, devoting 
time for other social activities 
and devoting time for a bank are 
entirely different issues. Delayed 
decisions due to such reasons can 
also have serious consequences 
for a cooperative bank.

Some cooperative banks in India 
have a legacy of  serving customers 
for more than a century. There 



October 2022MEDC Economic Digest

Cover Story

21

are many others who have been 

Obviously, the generation which 
is associated with cooperative 
banks has entered their sixties 
and seventies. Thus a majority 
of  the customers of  these 
banks are senior citizens. This 
makes cooperative banks heavily 
deposit oriented. The younger 
generation getting attracted to a 
cooperative bank is an exception 
and there are reasons for the 
same. IT enabled services, facility 
for almost every transaction to be 
available online, quick decision 
regarding advances, longer 

in the policy for guarantors 
are the main reasons why the 
younger generation is heavily 
inclined to borrow from private 
and public sector banks. There 
are honourable exceptions in the 
cooperative banking sector who 
have tried their best to attract 
new generation customers. 
However, the success has mostly 
been moderate. 

Branch Network & Trained 
Manpower

There are geographical 
limitations for cooperative 
banks when it comes to branch 
network expansion. The area of  
operation for a majority of  these 
banks is limited to two or three 
districts of  a state. Today, out of  
about 1500 cooperative banks in 
India, only 58 are operational in 
multiple states.

This leads to the perception 

among the young professionals 
aspiring for a career in banking 
that there are not enough 
growth opportunities for them 
in cooperative banks. Therefore, 

think of  cooperative banking as 
a career option. Most of  them 
use a cooperative bank only as 
a stepping stone before moving 
on to greener pastures. Some 
cooperative bank employees 
move to private and public sector 
banks after a short stint.  

Another reason for opting for a 
change is the transferrable nature 
of  the banking job. Except large 
size cooperative banks, other 
banks in this sector are having 
Branches in rural or remote 
areas. Many employees wish to 
take up a job that will keep them 
near their native place. This 
trend was more evident during 
the Corona pandemic which also 
made people opt for change. 

The present trend is that the 
younger generation is not inclined 
to work with one institution for 
a very long period. In addition, 
they are not happy about the pay 
scales at cooperative banks. This 
makes cooperative banks in a 
constant search mode for trained 
and professional manpower.

Image / Brand Perception

As the founder of  Microsoft 
Bill Gates has famously said – 
“The world is not fair.”. The 
cooperative banking sector is 
experiencing this like never 

some random penalty imposed 
on a few banks creates a negative 
perception about cooperative 
banking across the society. 

of  a cooperative bank with which 
they are dealing, the inclination 
is for withdrawing funds from 
cooperative banks. Thus these 
banks have to continue their 
business in an environment 

disbelief. 

Rate of  Interest – An Achilles 
Heel

The cooperative banks are in 
direct competition not only with 
public sector and private banks 
but also large size credit societies. 
Initially, cooperative banks had 
an impressive share in gold, 
home and personal loan space. 
However, after the economy 
opened out, their hold in these 
areas has waned faster than they 
could realise. The public sector 
banks (owing to government 
support) and private banks 
(owing to strong private capital) 
are able to offer extremely 
competitive rates of  interest 
for advances. It is impossible 
for cooperative banks to go to 
that level and compete. There 
are numerous borrowers who 

cooperative bank that helps them 
to grow in their chosen area of  
business. However, after they 
grow beyond a certain size, they 
turn to public sector and private 
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who ignores the difference in the 
rate of  interest and continues 
to be a loyal customer of  a 
cooperative bank owing to 
prompt and personalised service.   

Investing in Technology

Apart from commercial 
competition, IT and IT enabled 
services play a crucial role in 
today’s banking business. The 
number of  customers coming 
to a bank branch in person has 
dwindled rapidly over a period 
of  time. Most of  them prefer 
mobile and internet banking, 
which is not allowed by RBI for 
cooperative banks, while Core 
Banking and ATM are taken 
for granted. A huge investment 
is required for CBS, an 
independent data centre, cyber 
security and disaster recovery 
centre for emergencies. Such 
investment is possible only for a 
handful of  large size cooperative 
banks. However, this is not at 
all affordable for smaller banks. 
Naturally the customers go for 
better options and these smaller 
cooperative banks are out of  
competition in no time. 

Raising of  Capital

The cooperative banks have 
very limited options when it 

comes to raising capital. The 
shares of  these banks are not 
listed in the share market. Hence 
there are very few who invest 
in shares of  such banks only 
out of  the attachment with the 
cooperative sector. Previously, 
the cooperative banks had a 
concession of  not deducting 
TDS from the interest earned on 
deposits by its members. Ever 
since the Government of  India 
scrapped this provision, it has 
become tougher for cooperative 
banks to retain existing members 
and also get new ones.

The other way of  augmenting 
or raising capital is through the 
proportionate linking of  shares 
that the borrowers are required 
to purchase. However, most 
of  them withdraw their capital 
once the loan account is closed. 
Therefore, cooperative banks 
are perpetually in search of  new 
capital.

Complicated Rules & Process 
of  Recovery

All banks are experiencing an 
alarming rise in NPAs. This 

effective recovery mechanism. 
The cooperative banks need 
legitimate support from the 
cooperative department, courts 

and the police. It is a common 
experience that they hardly help 
in a proper spirit for recovery. 
In fact, on some occasions, they 
create unnecessary hindrances. 
The laws related to recovery 
are more soft on borrowers. 
Naturally wilful defaulters always 
try to exploit the weak links, 
approach courts and continue to 
avoid payments. No Government 
has tried any effective legislation 
to sort out this issue. Thus the 
various arms of  the Government 
are also responsible for increased 
NPAs of  cooperative banks. In 
fact, this is a topic for a separate 
detailed article.

In spite of  all such challenges, 
there are many cooperative 
banks doing exemplary work. 
The priority loans disbursed 
by Urban Cooperative Banks is 
about 63%, which is much more 
than public and private sector 
banks. It can only be hoped that 
customers use their discretion 
to believe in good cooperative 
banks and continue to support 
them by using their services. 
Ultimately, cooperative banking 
is not only a business but a social 
initiative created by the people, 
of  the people and for the people. 
It is important that it survives 
and thrives.
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- Mr. Uday Karve

 Chartered Accountant

Regulators generally do 
not guide at all or do not 

guide unless it is too late. RBI 
is no exception to this axiom, 
particularly when it comes to 
guiding Urban Co-operative 
Banks (UCBs), the sector for 
which RBI has only frowns and 
no smiles.

There are about 1500 UCBs all 
over India, their stronger presence 
being felt mainly in Maharashtra 
and Gujarat. As many as 600 
UCBs are only in Maharashtra. 
Many of  them are more than 50 
years old while some of  them 
have celebrated their centenaries. 
These co-op banks are basically 
co-op societies which are issued 
with banking licence by RBI. 
However, co-operation being 
a state subject as per Indian 
Constitution, they have been 
subjected to dual control of  
two regulators. One being RBI 
& other being Government of  
that State (through it’s Co-op 
Department) under the laws 
of  which, it is incorporated. 
Only about 4% of  the UCBs 
are operating in more than one 
state, which are therefore known 
as multi state UCBs. They come 
under jurisdiction of  Central 
Government (at present it is 

under the newly formed separate 
department of  cooperation, 
which was earlier a combined 
department of  agriculture & 
cooperation etc.). UCBs other 
than multi-state UCBs are intra- 
state UCBs, operating only in 
one particular state, some of  
which are really very small banks 
having only a single branch /
few branches. This is in nutshell 
about UCB sector, as such.

Now let us see what is the 
approach of  RBI towards this 
sector, particularly after change 
in it’s stance post the ill-famous 
episode of  Punjab Maharashtra 
Co-op (PMC) Bank. This 
stance & approach can be 
gathered reading the various 

this sector. In R.B.I. parlance, 

Circulars. There can nowadays 
be found only a very few R.B.I. 
circulars, which provide ease of  
doing business to UCBs. The 
circulars issued by R.B.I. in the 
recent past, are generally found 
to be more pinioning, than 
encouraging the UCB sector.

1) Let’s begin with the example 
of  an important RBI circular 
dated 8th March 2022, 

addressed to all primary 
urban co-op banks, which is a 
classic example of  regulator’s 
lethargy. It’s background & 
details are as follows.

 Banking Regulation (B.R.) 
Act, in it's entirety, became 
applicable to UCB sector 
on 29 September 2020 with 
retrospective effect from 
26th June 2020. Along with 
many matters related to co-op 
banks, it contains provisions 
w.r.t. regulation of  capital 
structures of  banks.

 UCBs have always been 
holding a very unique capital 
structure which is different 
from other types of  banks, 
which are basically companies. 
UCBs, being cooperative 
entities, have been issuing 
fresh share capital and 
redeeming already issued 
share capital, as an on-going 
process, throughout all their 
past years. Their borrowing 
members have to subscribe 
for 'linking shares' where they 
contribute @ 2.5% or 5% 
of  their loan amounts, for 
secured & unsecured loans, 
respectively. These shares 
can be redeemed after the 
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expiry of  lock in period, or 
repayments of  loans.

 This continuous fresh issue 
and on-going buy back 
of  share capital had been 
governed by the provisions 
of  applicable co-operative 
laws and individual Bye- laws 
of  UCBs. A few of  them, 
which are Multi State UCBs, 
are governed by Central 
Govt. Legislation for Co-
operatives(Multi State Co-
Op Societies Act), while all 
others are regulated by Co-op 
laws enacted by the respective 
states in which they are 
registered.

 But when amended B.R. Act 
was made applicable to them 
in it's entirety, neither Central 
government nor R.B.I. could 
really foresee the effect, 
the less attended section12 
(read with Section 56) of  the 
amended B.R. Act will have 
on UCB sector.

 The said section 12 (as 
substituted by Section 56, for 
co-op banks) provides that 
co- op banks can now issue 
shares, only with the prior 
approval of  RBI & subject 
to such conditions, limit or 
restriction, as RBI may specify. 
The said section further states 
that now co-op banks shall 
not reduce their share capital 
except to the extent & subject 
to such conditions as the RBI 
may specify.

 This was clearly a new 

beginning with a big 
change, for UCBs having a 

This provision expecting 
RBI to specify its say, in this 
very crucial matter related 
to UCBs, came on the law 
book in September 2020. And 
when did come the circular? 
It comes after a long wait of  
18 months, i.e. on 8th March 
2022 vide RBI’s circular 
no.179 of  even date.

 During this period involving 

about 1,500 UCBs of  this 
country were left entirely 
clueless. Each of  them was 
consulting state/ national 
level federations of  UCBs, 
which in turn were reminding 
RBI to issue the much awaited 
instructions.

 Informal communications 
with these banks and their 
Apex bodies, have been 
revealing that multiple 
practices had been in vogue 
during this unguided long 
duration. A few, totally 
unaware about the new 
legal provisions, were going 
happily with the old ways 
of  continuous collection 
and repayment of  capital. 
Few others, who gradually 
became aware about the law, 
chose collecting the capital 
but parking it in application 
money A/c, or share suspense 
A/c etc., without issuing 

others, had some different 

practices. Each UCB thus 
being left to it's own wisdom.

 And now comes the circular 
which doesn't really say 
anything revolutionary or 
fundamentally new, for issue 
and redemption of  UCB's 
capital. It's just permitting the 
UCBs to do almost all those 
things, even now, which they 
were permitted to do even 
earlier for raising & repaying 
capital.

 If  nothing was to be 
substantially changed at the 

such an unexplainable & 
inordinate delay for issuing 
these much awaited essential 
guidelines? And will RBI now 
penalise those UCB's which, 
after waiting for a long, have 
acted on their own in last 18 
months, which may now turn 
out to be somewhat different 
from what RBI has stated 
now ?

(& unfortunately, won’t be last 
time as well) that the enabling 

at all, with a delay which is 
beyond comprehension of  
any ordinary stakeholder of  
UCBs. Similar instances are 
many.

2) To quote one more, which 
involves some latest 
developments, guidelines for 
transfer of  stressed loans 
by intra state UCBs to Asset 
Reconstruction Companies 
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(ARCs) is the oft quoted 
glaring example of  RBI failing 
to issue any guidelines, at all. 
Ultimately, judgment of  the 
Supreme Court came to the 
rescue of  these UCBs

 But the story of  transfer 
of  loans to ARCs is still 

way. Let’s see the history of  
securitization & details of  
that, in the context of  UCBs. 
This process of  securitization 
is enabled, and also governed, 
by one Central Government 
Legislation, popularly 
abbreviated as SARFAESI 
Act. Initially R.B.I. issued 
the enabling circular in this 
regard, but only for Multi 
State UCBs, when India has 
only about 60 multi-state 
UCBs, out of  total about 
1500 UCBs. The said circular 
was dated 28th March 2014. 
No such circular for other 
(intra-state) UCBs was ever 
issued. However, then came 
the Supreme Court Judgment, 
as late as in May 2020, holding 
that SARFAESI Act 2002 is 
applicable for all co-op banks, 
including the intra state 
UCBs, meaning thereby that 
even they can assign sticky 
loans to ARCs. As many of  
the supervisory restrictions 
of  RBI are linked to NPA 
percentage, many UCBs took 
advantage of  this ARC route 
permitted, though belatedly, 
for UCB Sector & assigned 
their NPAs to ARCs, so as to 
reduce their NPA percentage. 

This was a lock, stock & barrel 
assignment, without any 
recourse. ARCs gave money 
& security receipts (SRs) 
having tenure of  about 5 to 
7 years, generally in the ratio 
of  15% money & 85% S.R.s, 
as a consideration for agreed 
assignment value. These S.R.s 
were to be valued by actuarial/ 
professional valuers & any 
shortfall in the book value 
vis a vis the valuation, was 
to be provided for on year 
to year basis. Ultimate loss 
on realisation of  S.R.s was 
to be booked /written off  in 

This is the loose description 
of  what was prevailing & was 
known to the UCB sector 
when the assignments to 
ARCs took place, mainly by 
multi state UCBs

 Then suddenly on 24th 
September 2021, came one 
totally unexpected RBI 
circular, saying that the 
UCBs will have to continue 
making provisions even on 
these NPA assigned/sold to 
ARCs, as if  they are still in 
their books and even provide 
for the backlog of  such 
provisioning, which of  course 
was not done in earlier post- 
assignment years. The sector 
has been shocked & saddened 
by that, because now it 
made the already concluded 
ARC exercise, substantially 
frustrating & futile. It made 
the matter as absurd as 
providing depreciation on 

those assets which are already 
sold. There will be blood bath 

these UCBs for coming few 
years. So naturally there were 
representations to review 
these guidelines, expecting 
that those will be withdrawn 
or, at least, be made 
applicable prospectively, i.e., 
for assignments made after 
the issue of  that circular. 
As a rarest incidence, & 
possibly understanding the 
serious effects of  its strict 
implementation, RBI has now 
granted (though a very little) 
solace, informing that the 
said backlog provisioning can 

beginning from 2021-22 to 
2025-26. But can one imagine 
as to when even this after-
thought came in the form of  
circular? It was as late as on 
28th June 2022, the date by 
which almost all UCBs had 

& even their submissions to 
RBI, is to be done by 30th 
June. The circular, in all 
fairness, should have been 
made applicable for the years 
2022-23 onwards

 One really wonders how the 
things work at R.B.I. and what 
prevented R.B.I. to grant the 
spread at least over 2022-23 
to 2026-27 when 2021-22 was 
already over.

3) The third example can 
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be that of  circulars about 
creation of  B.O.M.s (Boards 
of  Management) under 
the control of  RBI, when 
all the UCBs, big & small, 
already have their Boards 
Of  Directors at the helm of  
their affairs. RBI had a plan to 
induct so called professionals 
in the decision making of  
UCBs through BOMs & to 
gain more control over UCBs 
through BOMs, as the degree 
& extent of  RBI’s control 
over Boards Of  Directors 
(BODs) was felt to be not 
complete & independent. The 
draft circular about this came 
on 25/06/2018. Surprisingly 
enough & contrary to RBI’s 
typical ‘hum kare so kayda’ 
style of  regulating, this draft 
circular invited responses 
from the stakeholders of  
UCBs, possibly because even 
they were sensing that they are 
proposing an overdoing. They 
thought that an overdoing 
might become less unpopular, 

in advance. Thereafter, 
thousands of  thoughtful 
representations were sent 
to RBI by individual UCBs 
as well as by district level, 
state level & national level 
associations & federations of  
UCBs, in response to the said 
proposal. It was brought to its 
notice that almost all UCBs 
have such professional/ 
experienced individuals in 
their BODs itself, who are 
meeting the norms suggested 
for BOM Members, because 

actually the RBI declared 
norms for persons to be 
eligible for inclusion in BOMs 
were so diluted as to make 
almost everybody eligible 
for that inclusion. It was 
undoubtedly to result only 
in duplicity or redundancy. 
However, after a long period, 
came the concluding RBI 
circular dated 31st December 
2019, contents of  which were 
surprisingly the same as that 
of  it’s earlier draft circular. 
Not even a comma changed. 
This raised a serious concern 
whether all those insightful 
representations were really 
discussed & thought over 
seriously in some proper 
forum within R.B.I., assuming 
that they were read? Let that 
be as it might be.

 Thereafter, on 15th February 
2021, R.B.I. appointed one 
high level committee to 
examine the various issues 
pertaining to UCBs. The 
committee, after deliberations 
with various representatives 
of  UCB sector & experts in 

that insistence on 
continuation of  BOMs is now 
not felt necessary, because 
meanwhile the B.R. Act has 
become applicable to these 
banks in almost entirety & 
now R.B.I. is vested with 
powers to directly control the 
Boards Of  Directors, instead 
of  controlling them through 
Boards Of  Management

 However when RBI published 
its response on 19th July 
2022, w.r.t. report of  this 
committee, it has said that the 
said recommendation is not 
yet accepted by RBI & it is 
under further examination!

4) Another such matter is 
w.r.t. R.B.I. approval for 
appointment of  CEOs (Chief  

circular dated 25th June 2021, 
RBI said that all UCBs should 
get its approval for newly 
appointing their CEOs. This 
was, in a way, understandable. 
But it went a step further & 
said that even the existing 
CEOs of  all 1500 UCBs, who 
were appointed in erstwhile 
era when RBI approval 
was not required, should 
be continued only after its 

RBI.

 Aggrieved by this, some 

their writ petitions in various 
respective High Courts & 
some High Courts have 
granted interim stay in this 
regard. RBI has now taken 
a stand that such stay orders 
will be applicable only for 
UCBs in those states & others 
need to fall in line. Even that 
is okay. But meanwhile RBI 
has almost stopped issuing its 
approvals & UCBs who have 
sought approvals for fresh 
appointments of  their new 
CEOs, are put on wait for 
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matter is now subjudice.

5) Another circular, which has 
been creating a very long 
lasting fundamental structural 
change in the business model 
of  UCBs is the one dated 
13th March 2020. Here, RBI 
is asking all UCBs, big and 
small, to partake the character 
of  SFBs (Small Finance 
Banks) while continuing to be 
UCBs. In fact there has been 
a thought process circulated 
vide a circular dated 27th 
September 2018, asking the 
UCBs to voluntarily convert 
themselves into SFBs by 
adopting privatization route. 
However, after sensing the 
resistance of  the UCB sector 
to shed their cooperative 
character, the RBI issued the 
said circular of  13th March 
2020, so as to attain the same 
objective, but in a different 
way. 

 The said circular mandates 
the UCBs to enhance their 
PSL(priority sector lending) 
to such high extent as to 
make it 75% of  total loans, 
while over all these years it 
was mandated to be only 
40%. The time period given 
for such a massive shift is that 
of  4 years. UCBs are directed 
to increase it by 5% to 10% 
every year ( i.e. 45%, 50%,60% 
respectively by 31st March 

make it up to 75% by 31st 
March 2024. Similarly they 
are told to maintain at least 50 

% of  their loan portfolio in 
the category of  small loans of  
about 25 lakhs. This is almost 
a copy paste of  provisions 
applicable to SFBs. Thus the 
stance is clear, that the UCBs 
should not now move in the 
direction of  becoming a full-

they must remain akin to, 
if  not actually, SFBs. UCBs 
having their major presence 
in metros and urban areas 

to rearrange their credit 
portfolios with the expected 
pace.

 Above mentioned are few 
of  the glaring examples 
of  how RBI circulars are 
causing hindrances in smooth 
functioning of  UCBs.

circulars issued to UCBs are 
not troublesome enough, RBI 
sometimes dictates certain 
compliances to UCBs by 
borrowing the provisions 
from circulars issued not to 
UCBs but to commercial 
and private sector banks. 
Sometimes RBI expects UCBs 
to read what is not written at 
all. A few examples of  this 
can be quoted as follows:

(a) An old circular of  RBI had 
put a per borrower cap 
of  70 lakhs for individual 
housing loan borrowers. 
In situations of  husband 
& wife both having 
genuinely independent 

repay their respective 
housing loans, UCBs were 
granting housing loans up 
to maximum 70 lakhs to 
each of  them, for buying a 

viewed even this practice 
as a contravention of  their 
circular, saying that per 
borrower should be read 
as per house, adding that 
‘spirit should overrule the 
letters’!

(b) There was no circular for 
UCBs which was stating 
that the loan which had 
once become NPA should 
remain as NPA till the 
over-dues are made NIL. 
Therefore UCBs were not 
classifying such loans as 
NPA if, & when, only one 
or two EMIs were overdue 
on 31 March. RBI viewed 
this as a very serious 
violation of  their directions 

and even penalised the 
UCBs for this, painting 
them as non-complying 
guilty banks. In fact, the 
rule of  ' once NPA always 
NPA, till zero over- dues 
occur' was a rule borrowed 
from circulars which were 
issued to commercial 
banks.

  Many more such instances 
can be quoted & the 
saga may go on and on. 
However, unlike the saga, 
an article needs an end!
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1. ueneve DeeefCe mLeeefvekeÀ J³eJemee³eebvee 
efveOeer osC³eemeeþer DeeefCe efJekeÀefmele 
keÀjC³eele menkeÀejer yeBkeÀe keÀe³e YetefcekeÀe 
yepeeJeleele ³eeyeÎue legcner Deecneuee meebiet 
MekeÀeue keÀe? 

- menkeÀejer yeBkeÀe ³ee mLeeefvekeÀ mlejeJejerue 
yeBkeÀe Demeleele. menkeÀejer yeBkeÀebJejerue efveJe[tve 
Deeuesues heoeefOekeÀejer ns mLeeefvekeÀ Demeu³eecegUs 
l³eebvee mLeeefvekeÀ heefjeqmLeleer DeeefCe J³eeJemeeef³ekeÀ 
Je mebYeeJ³e keÀpe&oej ³eeb®eer hetCe&heCes ceeefnleer 
Demeles, lemes®e menkeÀejer yeBkeÀeb®ee veeskeÀjJeie& 
meg×e mLeeefvekeÀ mlejeJejerue®e Demelees. l³eecegUs 
jeä^er³eke=Àle eEkeÀJee Keepeieer yeBkeÀebhes#ee þsJeeroej 
Je keÀpe&oejebvee ³ee yeBkeÀe Deeheu³eeMee Jeeìleele. 
l³eecegUs ueneve DeeefCe mLeeefvekeÀ J³eeJemeeef³ekeÀ 
³eebvee menkeÀejer yeBkeÀebkeÀ[tve keÀpe& menpe 
GheueyOe nesT MekesÀue Demee efJeéeeme Demelees 
l³eecegUs ueneve DeeefCe mLeeefvekeÀ J³eJemeeef³ekeÀebvee 
keÀpe&hegjJeþe ne peemleerle peemle menkeÀejer 
yeBkeÀebÜejs kesÀuee peelees. 

2. menkeÀejer yeBkeÀebvee he´eslmeenve osC³eemeeþer 
he´MeemekeÀer³e, keÀe³eosMeerj DeeefCe 
OeesjCeelcekeÀ He´sÀceJeke&À he´oeve keÀjC³eemeeþer 
mejkeÀejves veJeerve menkeÀej ceb$eeue³e le³eej 
kesÀues Deens. efJeMes<eleë menkeÀejer yeBeEkeÀie 
#es$eemeeþer ns efkeÀlehele Ghe³egÊeÀ þjsue? 

- keWÀê Meemeveele veJeerve menkeÀej ceb$eeue³e le³eej 
Peeu³eecegUs efveCe&³e he´ef¬eÀ³esuee ieleer efceUCeej 
Deens. menkeÀej DeefOeefve³eceemeesyele®e Dee³ekeÀj 
DeefOeefve³ece Je Flej keÀe³eÐeebceO³es menkeÀejer 
yeBkesÀuee DeveskeÀ yeoue Dehesef#ele Deensle, lemes®e 
keÀener OeesjCeelcekeÀ yeoue meg×e Dehesef#ele 

Deensle. veJeerve menkeÀej ceb$eeue³eecegUs ³ee yeeyeer 
ieleerves efvekeÀeueele efveIet MekeÀleele. 

3. RBI ves menkeÀejer yeBeEkeÀie hejJeeves 
jÎ kesÀu³eecegUs DeveskeÀ menkeÀejer yeBkeÀe yebo 
Peeu³ee Deensle. yengleskeÀ menkeÀejer yeBkeÀebvee 
iebYeerj DeeJneveeb®ee meecevee keÀjeJee ueeiele 
Deens p³eecegUs l³eeb®³ee helehegjJeþîee®ee 
megjUerle he´Jeen megefveeq½ele keÀjC³ee®eer 
#ecelee ce³ee&efole Peeueer Deens. legce®³ee 
yeBkesÀves ³ee DeeJneveebJej ceele keÀMeer kesÀueer ns 
legcner Deece®³eemeesyele MesDej keÀª MekeÀlee 
keÀe? (yeBkesÀ®eer ³eMeesieeLee)  

- Deece®³ee yeBkesÀ®ee yeBeEkeÀie hejJeC³eemeeþer®ee 
Depe& jÎ Peeu³eeveblej DeeJeM³ekeÀ CRAR 
jeKeC³eemeeþer keWÀê Meemeve, jep³e Meemeve 
Je veeyee[& ³eeb®³ee leHexÀ yeBkesÀme ©.207.00 
keÀesìer ®eer ceole YeeieYeeb[Jeuee®³ee mJeªheele 
keÀjC³eele Deeueer. ner ceole efceUeu³eeveblej 
yeBkesÀme efo. 13-05-2016 uee yeBeEkeÀie 
hejJeevee he´ehle Peeuee l³eeveblej yeBkesÀves yeBeEkeÀie 
J³eJemee³e meg© keÀªve Je efJeMes<eleë LekeÀerle 
keÀpee&®eer Jemegueer keÀªve 85… Peeuesuee Sve.
heer.S. 50… he³e¥le ce³ee&efole kesÀuee, lemes®e 
GJe&efjle LekeÀerle keÀpee&®³ee Jemegueer®eer he´ef¬eÀ³ee 
peesceeves meg© Deens, lemes®e yeBkesÀves CRAR ®es 
DeeJeM³ekeÀ he´ceeCe efve³eefceleheCes jeKeuesues Deens. 
yeBkesÀ®³ee Jemegueermeeþer MeemekeÀer³e DeefOekeÀejer Je 
ueeskeÀhe´efleefveOeeRveer meg×e ceole kesÀueer l³eecegUs 
keÀce&®ee´³eebceO³es Glmeen efvecee&Ce nesTve ner 
LekeÀerle keÀpe&Jemegueer keÀjlee Deeueer, lemes®e ³ee 
ojc³eeve Meemevee®³ee keÀpe&ceeHeÀer ³eespeveebcegUs 
Mesleer keÀpee&®eer Jemegueer nesTve heg<keÀUMee 

he´ceeCeele MeslekeÀv³eebvee veJeerve keÀpe& Jeeìhe keÀjlee 
Deeues. ³ee ojc³eeve yeBkesÀves þsJeeroejeb®ee efJeéeeme 
mebheeove kesÀuee Je keÀener he´ceeCeele veJeerve þsJeer 
he´ehle Peeu³ee meÐeeqmLeleerceO³es þsJe hejeleeryeeyele 
keÀesCeleerner le¬eÀej veener. 

4. menkeÀejer yeBkesÀuee keÀesCel³ee 
DeeJneveeb®ee meecevee keÀjeJee ueeielees 
DeeefCe ³ee DeeJneveebJej ceele keÀjC³eemeeþer 
mejkeÀej keÀMeer ceole keÀª MekeÀles Demes 
legcneuee Jeeìles?  

- ceesþer mecem³ee Deens, efn leHeÀeJele Yeªve 
keÀe{C³eemeeþer ³eehetJeea yewÐeveeLeve meefceleer®³ee 
efMeHeÀejmeervegmeej ceole keÀjC³eele Deeueer nesleer. 
hejbleg meve 2004 ®³ee eqmLeleerJej DeeOeeefjle 
jkeÌkeÀce he´l³e#eele 2008 uee efceUeu³eecegUs 
Je l³eeceO³es keÀener mebmLee Dehee$e Demeu³eecegUs 
ner ³eespevee hetCe&heCes ³eMemJeer nesT MekeÀueer 
veener. ³eeyeeyele Meemeveeves OeesjCeelcekeÀ efveCe&³e 
IesTve Deefveÿ leHeÀeJele mebheefJeC³eemeeþer 
ceole Je keÀe³e&Jeener keÀjCes DeeJeM³ekeÀ Deens. Portfolio peemle DemeCeeN³ee efpeune 
ceO³eJeleea menkeÀejer yeBkeÀebmeeþer YeefJe<³eele 
ner OeeskeÌ³ee®eer Iebìe Deens. Mesleer keÀpe&hegjJeþe 
keÀceerlekeÀceer vee veHeÀe vee leesìe lelJeeJej 
®eeueC³eemeeþer Meemeveeves OeesjCeelcekeÀ efveCe&³e 
IesCes DeeJeM³ekeÀ Deens. heg<keÀU efpeune yeBkeÀebvee 
leesìîee®³ee Mesleer keÀpe& J³eJenejecegUs Je Flej 
keÀejCeebcegUs efve³eefcele leesìe Peeuesuee Deens Je 
DeveskeÀ yeBkeÀeb®ee mebef®ele leesìe ceesþîee he´ceeCeele 
Deens. iewjJ³eJenej efme× Peeuesu³ee yeBkeÀe 
JeieUtve efveJJeU J³eJemeeef³ekeÀ leesìe Peeuesu³ee 
efpeune yeBkeÀeb®ee mebef®ele leesìe Yeªve osC³eemeeþer 
Meemevee®eer ³eespevee Dehesef#ele Deens.

[e@. DeMeeskeÀ Jee. Kejele
cegK³e keÀe³e&keÀejer DeefOekeÀejer, efo. yegue[eCee efpeune ceO³eJeleea menkeÀejer yeBkeÀ ce³ee&. yegue[eCee
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1) ueneve DeeefCe mLeeefvekeÀ J³eJemee³eebvee 
efveOeer osC³eemeeþer DeeefCe efJekeÀefmele 
keÀjC³eele menkeÀejer yeBkeÀe keÀe³e YegefcekeÀe 
yepeeJeleele ³eeyeooue legcner Deecneuee 
meebieg MekeÀeue keÀe ? 

ie´eceerCe Je Menjer YeeieeceO³es DeveskeÀ veJeerve 
GÐeespekeÀ le³eej nesle Deensle. Yeejlee®ee 
Deewo³eesefiekeÀ efJekeÀeme oj Peheeì³eeves Jee{le 
Deens. keÀesCeleener veJeerve GÐeesie GYeejle 
Demeleevee l³eemeeþer KesUles Yeeb[Jeue cenlJee®es 
Demeles. efJeMes<eleë ie´eceerCe Yeeieeleerue 
menkeÀejer mebmLee keWÀê Je jep³e mejkeÀej®³ee 
OeesjCeevegmeej ueneve Je mLeeefvekeÀ J³eJemee³eebvee 
DeLe&mene³³e keÀjle Deens. cenejeä^eceO³es 
DeeCCeemeensye heeìerue Deee|LekeÀ efJekeÀeme 
ceneceb[U Je Flej ceeieeme Jeieea³e ceneceb[U 

³eebveer mejkeÀej®³ee Jeleerves efyeveJ³eepeer keÀpe& 
³eespevee veJeerve GÐeesieemeeþer DeeCeueer Deens. 
l³eeceO³es menkeÀejer yeBkeÀe ceesþ³ee he´ceeCeele 
keÀpe& osTve ueneve GÐeesie GYeejC³eeceO³es 

³eesieoeve osle Deens. menekeÀejer yeBkeÀe®³ee ³ee 
YetefcekesÀcegUs ueneve Je mLeeefvekeÀ GÐeesieebvee 
ceesþe DeeOeej efceUle Deens. 

2) ie´eceerCe Yeeieele keÀpee&®ee efJemleej 
keÀjC³eemeeþer menkeÀejer ye@keÀebveer 
Je<ee&vegJe<e& Iesleuesueer YegefcekeÀe heenlee 
l³eeb®eer J³eehleer DeeCeKeer Jee{C³eemeeþer 

legcner keÀe³e meuuee osT Feq®ílee? 

ie´eceerCe Yeeieele efJeMes<eleë Mesleer #es$eeceO³es 
Decegueeie´ yeoue keÀjC³eemeeþer menkeÀejer 
ye@keÀebveer DeefOekeÀeefOekeÀ keÀpe& osCes iejpes®es 
Deens. efhekeÀ keÀpee&yejesyej FefjiesMeve 
peefceve megOeejCee Mesleer®es DeeOegefvekeÀerkeÀjCe 
keÀjC³eemeeþer yeBkeÀebveer mejkeÀej®³ee ceoefleves 
DeuheJ³eepe ojele keÀpe& efoues lej ie´eceerCe efoues 
lej ie´eceerCe DeLe&keÀjCeeuee yeUkeÀìer efceUgve 
Mesleer #es$ee®ee ceesþe efJekeÀeme nesT MekesÀue Je 
l³eecegUs Deeheues Mesleer®es GlheVe Jee{sue. 

3) menkeÀejer yeBkeÀebvee he´eslmeenve 
osC³eemeeþer he´MeekeÀer³e, keÀe³eosefMej 
DeeefCe OeesjCeelcekeÀ He´sÀceJeke&À he´oeve 
keÀjC³eemeeþer mejkeÀejCes veJeerve menkeÀej 
ceb$eeue³e le³eej kesÀues Deens. efJeMes<eleë 
menkeÀejer yeBkeÀeRie #es$eemeeþer ns efkeÀlehele 

Ghe³egÊeÀ þjsue? 

veJeerve menkeÀej ceb$eeue³e ns osMeeefleue yeBeEkeÀie Je 
menkeÀej #es$eemeeþer ¬eÀebleerkeÀejer heeGue Deens. 

meÐee®³ee he´®eefuele yeBeEkeÀie menkeÀjer #es$eeceO³es 
keÀeueyee¿e ieesÿer keÀeueeveg©he yeoueves iejpes®es 
Deens. efJeMes<eleë menkeÀejer yeBkeÀerieceOeerue 

keÀpe& efJelejCe heOole ner Jeee|<ekeÀ meJe&meeOeejCe 
meYee Je l³eeleerue keÀe³e&heOoleer ³eeceOeerue 
heejoMe&keÀles®ee DeYeeJeecegUs yeBeEkeÀieceO³es 
JesUs®eer Je Deee|LekeÀ neveer efJe<e³ekeÀ ieesÿer 
³ee ceO³es veJeerve menkeÀej ceb$eeue³e le%ee®³ee 

ceoleerves meg³eesi³e heOole DeJeuebyesue Je yeBeEkeÀie 
#es$eele ceesþe yeoue nesF&ue Demes mebYeJeles. meÐee 

menkeÀejer yeBkeÀeb®³ee JesieJesieU³ee keÀe³e&heOoleer 
Deens. l³eemeeþer veJeerve menkeÀej ceb$eeue³eeves 
YeefJe<³eele yeveefJeuesu³ee OeesjCeevegmeej menkeÀejer 
yeBkeÀeRieceO³es osMeYej SkeÀ®e keÀe³e&he´Ceeueer 
DeeqmLelJeele ³esF&ue. ns ye@eEkeÀie®³ee ¢äerves 
cenlJee®es Deens. l³eecegUs meJe& meeceev³eeb®³ee 
þsJeer DeefOekeÀ megjef#ele jenleerue. meO³ee 
keÀe³e&jle Demeuesu³ee ye@keÀeRieceO³es keÀpe& 
efJelejerle keÀjle Demeleebvee efmeyeerue mkeÀesDej 
heOole Del³eble he´YeeJeer Deens. l³eecetUs 
LekeÀyeekeÀeroej Keelesoeje®eer ceeefnleer mebyeefOele 
yeBkesÀuee #eCeeOee&le efceUles. ³eemeejK³ee he´YeeefJe 
keÀpe& efJelejCee®eer heOole veJeerve menkeÀej 
OeesjCeeceO³es meceeefJeÿ Peeueer Deens. l³eecegUs 
yeBkeÀeRie #es$e DeefOekeÀ megjef#ele Peeues Deens. 
menkeÀejer yeBkeÀebvee meeceeefpekeÀ GÊej oeef³elJe 
cnCetve ke=À<eer Je ueneve GÐeesieebvee efJeÊe hegjJeþe 
keÀjeJee ueeielees. l³ee®eyejesyej ie´eceerCe 
DeLe&keÀejCe yeUkeÀì keÀjC³eekeÀjerlee ye®ele 

ieìebvee osefKeue keÀpe& oîeeJes ueeieles. ns meJe& 
IeìkeÀ keÀceer GlheVe ieìeleerue Demetve l³eevee 
keÀceer J³eepeojeves keÀpe& oîeeJes ueeieles. ³eecetUs 

menkeÀejer yeBkeÀeb®es þsJeer Je keÀpee&®es J³eepeoj 
³eeceefOeue Deblej keÀceer nesles, Je ye@keÀeb®ee veHeÀe 
keÀceer neslees. ³eemeeþer keWÀê mejkeÀejves veJeerve 
menkeÀej ceb$eeue³eeceeHe&Àle keÀceer J³eepeojeves 
keÀpe& hegjJeþe keÀjCes®es iejpes®es Deens. ³ee 

Oeesjveeb®ee veJeerve menkeÀej ceb$eeue³e efveeq½ele®e 
efveCe&³e IesF&ue DeMeer Dehes#ee Deens.

Þeer. jCeefpeleeEmen ke=À<CejeJe heeìerue 
meb®eeuekeÀ, keÀesunehetj efpeune ceO³eJeleea menkeÀejer yeBkeÀ ce³ee&. keÀesunehetj (cenejeä^).  

meb®eeuekeÀ, keÀesunehetj efpeune menkeÀejer ogOe GlheeokeÀ mebIe (ieesketÀU) ce³ee&.keÀesunehetj
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1) ueneve DeeefCe mLeeefvekeÀ J³eJemee³eebvee 
efveOeer osC³eemeeþer DeeefCe efJekeÀefmele 
keÀjC³eele menkeÀejer yeBkeÀe keÀe³e YetefcekeÀe 
yepeeJeleele ³eeyeÎue legcner Deecneuee meebiet 
MekeÀeue keÀe? 

ueneve DeeefCe mLeeefvekeÀ J³eJemee³eebvee efveOeer 
osCes Je l³eebvee efJekeÀefmele keÀjCes  ne menkeÀejer 
yeBkeÀeb®eer mLeehevee keÀjC³eeceeie®ee cenlJee®ee nslet 
Deens. meJe& menkeÀejer yeBkeÀ mLeeefvekeÀ ueeskeÀeb®ee 
jenCeerceevee®ee opee& Jee{JeC³eemeeþer, l³eebvee 
Deee|LekeÀ ceole keÀjC³eemeeþer®e mLeeheve keÀjC³eele 
Deeuesu³ee Demeleele. pej mecepee SkeÀe cegueeuee 
heshej ìekeÀC³ee®ee J³eJemee³e ®eeuet keÀje³e®ee 
Demesue lej l³ee cegueeuee efveOeer osC³ee heemetve les 
J³eJemee³eebvee efveOeer osC³eehe³e¥le®e keÀece menkeÀejer 
yeBkeÀ keÀjleele. menkeÀejer yeBkeÀceO³esmeg×e veeiejer 
menkeÀejer yeBkeÀ, he´l³eskeÀ efpeu¿eele efpeune 
ceO³eJeleea menkeÀejer yeBkeÀ Demeleele. DeeOeer 
efpeune ceO³eJeleea menkeÀejer yeBkeÀ HeÀÊeÀ ke=À<eer 
keÀpee&Jej ue#e keWÀefêle keÀje³e®³ee heCe Deelee l³ee 
Retail, ie´enkeÀ yeseEkeÀie schemes uee ner 
he´eOeev³e  osleele.

2) menkeÀejer yeBkeÀeb®eer J³eehleer DeeCeKeer 
Jee{JeC³eemeeþer legcner keÀe³e meuuee osT 
Feq®ílee?

DeeheCe Deelee 2022 ceO³es Demeu³eecegUs, 
ef[efpeìue Fbef[³ee ner ceeveefve³e heblehe´Oeeveeb®eer 
³eespevee Deeheu³ee meJee&vee®e þeTkeÀ Deens. 
keÀesJner[ -19 ceneceejer ceO³es yeN³ee®e menkeÀejer 
yeBkeÀebveer ef[efpeìue hesceWì ®eer megefJeOee meJee¥vee 
GheueyOe keÀªve efoueer nesleer. Deelee ceeP³ee 
Association Meer pees[uesu³ee p³ee 

ye@bkeÀ Deensle l³eeceO³es Deieoer Menjeleerue veeiejer 
menkeÀejer yeBkeÀ heemetve les ie[ef®ejesueermeejK³ee 
efpeu¿eeleerue menkeÀejer ye@bkeÌme pees[u³ee Deensle. 
DeeefCe ³ee yeBkeÀeb®³ee peemleerle peemle ie´enkeÀebvee  
l³eebveer l³eeb®³ee yeBkesÀMeer mebyebefOele yeBeEkeÀie DeBhme, 
cnCepes Google Pay, Paytm efJe<e³eer 
meJe& ceeefnleer efoueer nesleer. l³eecegUs ie´enkeÀebvee 
keÀesJner[ keÀeUele ³ee®ee Jeehej keÀjCes Kethe 
meeshes Peeues. Deece®³ee Association  ®³ee 
Üejs Deecner yegue{eCee, veeefMekeÀ, veeiehetj, 
³eJeleceeU, ie[ef®ejesueer ceOeerue efpeune yeBkeÀebvee 
l³eeb®es yeBeEkeÀie he´e@[keÌìdme Dee@veueeF&ve GheueyOe 
keÀjC³ee®ee meuuee osle Deenesle Je l³eemeeþer 
ueeieCeejer ceole Deece®³ee Association 
Jeleerves keÀjC³eele ³esle Deens. pej DeeheCe meJe& 
keÀpe&efJe<e³ekeÀ, ye®ele Keel³eebefJe<e³eer®eer ceeefnleer, 
keÀpe&ceeHeÀer®³ee ³eespeveeb®eer ceeefnleer yeBkesÀ®³ee DeBhme 
Jej GheueyOe keÀªve efoueer, lej ie´enkeÀebvee Kethe 
ceole nesT MekeÀles. ³ee®eyejesyej Deecner menkeÀejer 
yeBkeÀebvee meesMeue ceeref[³ee hue@ìHeÀe@ce& Jeªve meesMeue 
ceeref[³ee ceekexÀeEìie efMekeÀJeC³ee®ee he´³elve keÀjle 
Deenesle. meesMeue ceeref[³ee ®³ee ceeO³eceeletve 
³ee yeBkeÀeb®es ¬esÀef[ì he´e@[keÌìdme eEkeÀJee [sheesefmeì 
he´e@[keÌìdme ueeskeÀebhe³e¥le heesnes®eC³eeme ceole nesF&ue. 

3) menkeÀejer yeBkeÀebvee he´eslmeenve 
osC³eemeeþer he´MeemekeÀer³e, keÀe³eosMeerj 
DeeefCe OeesjCeelcekeÀ He´sÀceJeke&À he´oeve 
keÀjC³eemeeþermejkeÀejves veJeerve menkeÀej 
ceb$eeue³e le³eej kesÀues Deens. efJeMes<eleë 
menkeÀejer yeBeEkeÀie #es$eemeeþer ns efkeÀlehele 
Ghe³egÊeÀ þjsue? 

keWÀê mejkeÀej keÀ[tve, menkeÀej ceb$eeue³ee®eer 

mLeehevee ne Kethe®e ®eebieuee efveCe&³e IesC³eele Deeuee 
Deens. DeeefCe ceeP³eeceles, DeeÊee ³ee ef[heeì&ceWì ®eer 
menkeÀej #es$eeuee he´®eb[ iejpe nesleer. peer menkeÀej 
®eUJeU Deens leer HeÀÊeÀ cenejeä^, iegpejele, 
keÀvee&ìkeÀ ³ee jep³eebhegjleer®e ce³ee&efole Deens, 
leer osMeheeleUerJej meg© nesC³eeme ceole nesF&ue. 
menkeÀej #es$e ns 100 Je<e& hetJeeaheemetve®e #es$e Deens, 
pes ie´eceerCe DeLe&J³eJemLesuee cepeyetle keÀjC³eemeeþer 
keÀe³e&jle Deens. heCe 100 Je<e& hetJeea®³ee pegv³ee 
#es$ee®eer j®evee Deepe®³ee keÀeUeleerue iejpeebhe´ceeCes 
yeoueCes iejpes®es Deens Je l³ee®ee he´meej keÀjCes 
ner iejpes®es Deens keÀejCe DeeheCe ³ee #es$ee®es 
cenejeä^euee Peeuesues HeÀe³eos heefnues Deensle. pej 
DeeheCe ieeskegÀU®e eEkeÀJee iegpejele ceOeerue Deevebo®e 
GoenjCe Iesleueb lej ue#eele ³esF&ue, ner oesvner ner 
³eMemJeer menkeÀej #es$ee®eer®e GoenjCes Deensle. 
DeeheCe ³eehe´keÀejs ³ee oesve jep³eebceO³es ³eMe he´ehle 
keÀª MekeÀle Demet, DeeefCe DeeheCe ³ee®ee he´meej 
hetCe& osMeYej veJeervehe´keÀejs kesÀuee, lej Kethe®e 
HeÀe³eoe nesF&ue. pej DeeheCe HeÀÊeÀ cenejeä^e®³ee 
¢efäkeÀesveeletve heeefnueb, lej ue#eele ³esles keÀer 
jepekeÀer³e nmle#esheecegUs menkeÀej #es$eekeÀ[s 
heenC³ee®ee ueeskeÀeb®ee ¢efäkeÀesve yeoueuee Deens, 
p³eecegUs ueeskeÀeb®ee Demee mecepe Deens keÀer, 
menkeÀejer yeBkesÀletve keÀesCelesner J³eJenej heejoMe&keÀ 
nesle veenerle. heCe Reserve Bank ves Deelee 
yees[& Dee@HeÀ ce@ve@pecesvì®eer mLeehevee kesÀueer Deens, 
meb®eeuekeÀ ceb[Uemeeþer®eer Mew#eefCekeÀ hee$elee 
Jee{Jeueer Deens. ³ee meJe& Ghe¬eÀceebcegUs Je menkeÀej 
ceb$eeue³ee®³ee mLeehevescegUs, osMeheeleUerJej ns #es$e 
efJekeÀefmele keÀjC³eele Kethe ceole nesF&ue Je menkeÀej 
®eUJeUeruee he´eslmeenve efceUsue. menkeÀej 
ceb$eeue³eemeeþer ceer Kejb®e Kethe GlmegkeÀ Deens 

Þeerceleer. mJeeleer Heeb[s
- meerF&Dees, cenejeä^ mìsì keÀes. Dee@He. yeBkeÀ DemeesefmeSMeve 
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DeeefCe ceuee Demee Jeeìles keÀer ³ee®ee menkeÀej 
#es$ee®³ee he´ieleeruee Kethe HeÀe³eoe nesCeej Deens. 

4) menkeÀejer yeBkesÀuee keÀesCel³ee DeeJneveeb®ee 
meecevee keÀjeJee ueeielees DeeefCe ³ee 
DeeJneveebJej ceele keÀjC³eemeeþer mejkeÀej 
keÀMeer ceole keÀª MekeÀles Demes legcneuee 
Jeeìles?

DeeheCe DeeÊee®³ee menkeÀej #es$eeleu³ee pej 
mecem³ee heefnu³ee lej ceeP³eeceles meieÈ³ee 
cenÊJee®eer mecem³ee Deens, leer cnCepes 
Corporate Governance. pej 
menkeÀej ceb$eeue³e DeeefCe yeBeEkeÀie mebmLeebveer SkeÀ$e 
³esTve Governance  megOeejC³eeJej ue#e 
keWÀefêle keÀjC³ee®eer iejpe Deens. menkeÀejer yeBkeÀ 
mLeeefvekeÀ #es$eele keÀece keÀjle Demeleele, l³eecegUs 
l³ee®es he´MeemekeÀ ns mLeeefvekeÀ heeleUerJeªve®e 
I³eeJes ueeieleele. l³eeb®ee Jesleveceeve ner keÀceer 
Demelees, l³eecegUs keÀce&®eeN³eeb®³ee Mew#eefCekeÀ 
hee$elesceO³es ner le[pees[ kesÀueer peeles. l³eecegUs 
³ee®ee heefjCeece he´MeemeveeJej neslees. menkeÀejer 
yeBkeÀebvee OeesjCes le³eej keÀªve osC³ee®eer iejpe 

Deens. GoejCeeLe& Deecner yeBkeÀebvee Cyber 
Security DeeefCe Recruitment OeesjCe 
yeveJetve efoues nesles. ceer meg×e mejkeÀej®³ee yeN³ee®e 
meefceleeRJej ³ee OeesjCeeb®eer efvee|celeer keÀjC³ee®eb keÀece 
ner keÀjles. l³ee®e yejesyej Reserve  Bank 
meg×e Corporate Governance 
megOeejC³eemeeþer Kethe he´³elve keÀjle Deens. 
menkeÀejer yeBkeÀebveer RBI ®³ee ceeie&oMe&keÀ 
met®eveebhe´ceeCes keÀece keÀje³euee heeefnpes. DeepekeÀeue 
IT ®eer  ceesþîee he´ceeCeeJej DebceueyepeeJeCeer nesle 
Deens, efkeÀ keÀener efoJemeebveer Deeheu³eeuee Jeeìsue 
efkeÀ ³ee yeBkeÀe Deensle keÀe Technological 
Companies ! DeeefCe p³ee Deece®³ee mesceer 
Deye&ve ceO³es keÀece keÀjCeeN³ee yeBkeÀ Deensle, 
Grade D / Grade C, l³eeb®³eekeÀ[s 
Technical %eeve Demeuesu³ee keÀce&®eeN³eeb®eer 
keÀcelejlee Deens, DeeefCe leb$e%eeve jespe meelel³eeves 
yeouele Deens DeeefCe ns yeoue mJeerkeÀejC³eemeeþer 
p³ee efveOeer ®eer iejpe Deens, p³ee he´Meemevee®eer 
iejpe Deens, l³ee®ee DeeYeeJe Deens. DeeefCe ner 
ogmeje cenlJee®eer mecem³ee Deens. 

We, MAHARASHTRA ECONOMIC DEVELOPMENT COUNCIL (MEDC) would like to 
invite you to our UPCOMING EVENTS

1. Dr. Gadgil Memorial Lecture
2. National Renewable Energy Expo 2022
3. Annual Event on Fisheries
4. Flagship Event on Cooperative Banking

Contact MEDC for Sponsorship and Partnership of  our events
Phone No.- 022-22842206/09, 9322357567
Email id- medc@medcindia.com, manager@medcindia.com

5) menkeÀejer yeBkeÀe ceefnueeb®³ee Deee|LekeÀ 
meceeJesMeeuee keÀMee he´keÀejs meceLe&ve osleele? 

³eeceO³es cenejeä^ mìsì keÀe@hejsefìJn yeBkeÀ 
DemeesefmeSMeve cnCetve Deecner Business 
Correspondence  eEkeÀJee Business 
Facilitator meejK³ee p³ee schemes 
Deensle, l³eeceO³es peemleerle peemle ceefnueebvee 
meceeefJeä keÀmes keÀªve Ieslee ³esF&ue les Deecner yeIelees. 
DeeefCe pej DeeheCe efpeune yeBkeÀebceO³es heeefnuee lej 
ue#eele ³esF&ue efkeÀ ³ee yeBkeÀeceO³es ceesþîeehe´ceeCeeJej 
ceefnuee ye®ele ieìeb®eer mLeehevee keÀjC³eele Deeueer 
Deens. ³ee®³ee ceeO³eceeletve ie´eceerCe Yeeieele Kethe 
ceesþîee he´ceeCeeJej efveOeer GheueyOe keÀªve osC³eele 
Deeuee Deens. GoenjCeeLe& ceeCeosMeer ceefnuee 
yeBkesÀves, peer meeleeN³ee®³ee Yeeieele keÀece keÀjles, 
leer SkeÀ ³eMemJeer ceefnuee menkeÀejer yeBkeÀ Deens, 
p³ee®³ee ceeO³eceeletve ie´eceerCe ceefnueeb®es Deee|LekeÀ 
meceeJesMeve keÀjC³eele KetHe ceole Peeueer Deens. 
MSCBA leHexÀ Deecner veeiejer DeeefCe ie´eceerCe 
menkeÀejer yeBkeÀebvee ns ì^weEveie oslees, DeeefCe ³ee 
ceefnuee ye®ele ieìeb®es keÀpe& hejle HesÀ[Ceer®es he´ceeCe 
ner 99 ìkeÌkesÀ Deens, ne SkeÀ Deece®ee Kethe 
®eebieuee DevegYeJe Deens.
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1) What challenges do 
Cooperative banks face 
and how do you think the 
government can help in 
overcoming these challenges? 

The Government along with 
RBI can go a long way by making 
suggestions like revising the 
guidelines on priority sector 
lending targets which is currently 
set to 75% of  the ANBC to be 
achieved by UCBs till March 31, 
2024, in addition Co-operative 
Banks have been assigned targets 
for small value loan as well.

NAFCAB and TAFCAB 
should actively take part in 
discussion and deliberations 
with Government and RBI for 

growth of  the Co-operative 
sector before any implementation 
of  any guidelines/circulars that 
are issued by RBI. 

Co-operative Bank face the 
following challenges and request 
the backing of  the Government 

to intervene on the below listed 
challenges : 

technology.

CRE Exposure.

avenues for Treasury 
departments of  UCBs.

all UCBs who have Net NPA’s 
below 1%.

of  DSAs.

of  UCBs.

Registrar of  Societies.

of  Directors & Board of  
Management.

2) Could you tell us about 

the role your bank plays in 
funding and developing small 
and local businesses?

The Bank has always encouraged 
lending to Entrepreneurs. More 
particularly professionals like 
doctors, CA etc and person’s 
in business of  manufacturing/ 
service industry. We have 
designed Loan products to 
enable entrepreneurs to avail 
credit facilities. The capital that 
we provide fuels the growth and 
helps businesses grow.   

We have assisted many of  our 
customers in expanding their 
businesses and have been part of  
their growth journey. Our aim is 
to assist our customers to grow 

and customer meets are 
organised to give our customers 
well rounded information on the 
opportunities, threats, etc. that 

Mr. Christopher Mendoza
- Managing Director & CEO, Citizen Credit Cooperative Bank
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1. ie´eceerCe Yeeieele keÀpee&®ee efJemleej 
keÀjC³eemeeþer menkeÀejer yeBkeÀebveer Je<ee&vegJe<ex 
Iesleuesueer YetefcekeÀe heenlee, l³eeb®eer J³eehleer 
DeeCeKeer Jee{efJeC³eemeeþer legcner keÀe³e 
meuuee osT Feq®ílee? 

ie´eceerCe Yeeieele keÀpee&®ee efJemleej keÀjC³eemeeþer 
DeeefCe DeefOekeÀ keÀe³e&#ece efJeÊeer³e megefJeOee he´oeve 
keÀjC³eemeeþer yeBkesÀves he´eLeefcekeÀ Mesleer mebmLeeb®ee 
J³eJemee³e mecevJe³ekeÀ cnCetve Jeehej keÀjCes 
iejpes®es Deens. keÀejCe ie´eefceCe Yeeieeleerue 
ueeskeÀeb®³ee Deee|LekeÀ iejpee YeeieefJeC³eemeeþer 
J³eJemee³e megefJeOee he´oeve keÀjCeejer ³eb$eCee 
leb$e%eevee®ee Jeehej keÀªve me#ece keÀjCes 
iejpes®es Deens. ogie&ce ie´eceerCe YeeieeceO³es yeBeEkeÀie 
megefJeOeeb®es peeUs me#ece vemeu³eeves De[®eCeeR®³ee 
JesUer hewMee®eer osJeeCe-IesJeeCe keÀjCes efpekeÀjer®es 
nesles Je De[®eCeer®³ee he´mebieer hegjsmes hewmes mLeeveerkeÀ 
jefnJeeMeebvee GheueyOe nesT MekeÀle veener. 
l³eecegUs Deee|LekeÀ meceeJesMevee®ee Yeeie cnCetve 
menkeÀejer yeBkeÀebveer Mesleer mebmLeeb®³ee ceeO³eceeletve 
meoj megefJeOee hegjefJeu³ee heeefnpes. ³eemeeþer 
he´eLeefcekeÀ efJekeÀeme mesJee mebmLeebvee efyePevesme 
keÀjmhee@b[vì cnCetve efve³egÊeÀ keÀjlee ³esF&ue. 
lemes®e ie´eefceCe YeeieeceO³es Deelee Mesleer J³eJemee³e 
J³eefleefjÊeÀ Flej GÐeesieOebos efvecee&Ce Peeues heeefnpes 
pesCes keÀªve mLeeefvekeÀ heeleUerJej jespeieej 
efveceealeer nesT MekesÀue ³eemeeþer l³eebvee ueeieCeejs 
DeLe& mene³³e he´oeve keÀjC³eemeeþer menkeÀejer 
yeBkeÀebvee l³eeb®³ee keÀe³ee&®eer J³eehleer Jee{efJeueer 
heeefnpes. ³ee jespeieej efveceealeer yejesyej®e osMee®³ee 
peer[erheerceO³es ue#eveer³e Jee{ nesT MekesÀue. Mesleer 
hegjkeÀ GÐeesieebmeeþer MeslekeÀjer yeebOeJeebvee efJevee 
efJeuebye DeLe&mene³³e pej efceUeues lej Mesleer 

hegjkeÀ GÐeesieeb®eer GlheeoVe #ecelee Jee{Jetve 
l³eeb®es GlheVeele Yej he[sue lemes®e osMee®es 
oj[esF& GlheVe Jee{efJeC³eeme ceole nesF&ue. 
Deeleehe³e¥le ie´eceerCe Yeeieele efJeÊeer³e ³eb$eCeeb®ee 
heleefJelejCeeceO³es menYeeie pej heeefnuee lej 
Demeeceev³eheCes efJeÊe efJelejCe Peeuesues efometve 
³esles. ³eecegUs ie´eceerCe Yeeieele heleefJelejCe ³eb$eCee 
cepeyetle kesÀu³eeme ie´eefceCe Yeeieeletve mebmeeOeveeb®ee 
hegjshetj Jeehej nesT MekesÀue DeLee&le ns meJe& 
keÀjC³eemeeþer he´eLeefcekeÀ Mesleer mebmLeeb®ee ie´eceerCe 
menkeÀejer yeBkeÀebyejesyej Demeuesuee mecevJe³e 
Jee{efJeCes, l³eebvee DeeJeM³ekeÀ les leb$e%eeve 
hegjefJeCes, leb$e%eevee®es he´efMe#eCe osCes efJeefJeOe 
he´keÀej®³ee J³eJemee³e DeefYecetKe he´efMe#eCe osCes ns 
Del³eble iejpes®es Deens. pesCes keÀªve menkeÀejer 
yeBkeÀeb®es keÀpe& J³eJenejeceO³es efve½eerle®e Jee{ 
nesT MekesÀue. 

2. menkeÀejer yeBkesÀuee keÀesCel³ee 
DeeJnevee®ee meecevee keÀjeJee ueeielees 
DeeefCe ³ee DeeJneveebJej ceele keÀjC³eemeeþer 
mejkeÀej keÀMeer ceole keÀª MekeÀles Demes 
legcneuee Jeeìles? 

Flej yeBkesÀ®³ee leguevesle menkeÀejer yeBkeÀebvee 
l³eeb®³ee j®eveelcekeÀ OeeìCeercegUs DeveskeÀ 
DeeJneveebvee leeW[ ÐeeJes ueeieles, p³eeceO³es 
Yeeb[Jeue GheueyOelee hegjsMeer vemeCes, helehegjJeþe 
keÀjC³eemeeþer Dehes#eerle efveOeer ieesUe keÀjlee 
ve ³esCes, Mesleer meejKee J³eJemee³e hegCe&heCes 
efvemeiee&Jej DeJeuebyetve Demeu³eeves meenefpekeÀ®e 
DeefleJe=äer, DeJe<e&Ce, heeTme ve he[Ces og<keÀeU 
Jeiewjs DeMee keÀejCeebcegUs ³ee yeBkesÀves efouesues 
keÀpe& Jemegueer nesC³eeceO³es DeveskeÀ De[®eCeer 

efvecee&Ce nesleele. l³ee®eyejesyej Ke®e& Jee{ Peeueer, 
mheOee&lcekeÀ J³eepeoj þsJeCes ³eeyeeyeeRcegUs yeBkesÀ®es 
DeLe&keÀejCeeJej efJehejerle heefjCeece neslees. hejbleg 
menkeÀejer yeBkeÀebvee Flej Keepeieer #es$eeleerue 
yeBkeÀe, jeä^er³eke=Àle yeBkeÀe, mcee@ue HeÀe³eveevme 
yeBkeÀe ³eeb®³eeMeer mheOee& keÀjeJeer ueeieles Je Flej 
yeBkeÀeb®³ee leguevesceO³es efJeMes<eleë efpeune ceO³eJeleea 
menkeÀejer yeBkeÀeb®es keÀe³e&#es$e efpeun³eehegjles 
ce³ee&efole Demeu³eeves J³eJemee³eeJej efve½eerle®e 
yebOeves ³esleele l³eecegUs Yeeb[Jeue GheueyOelee keÀceer 
DemeCes, þsJeer efceUefJeC³eekeÀjerlee Flej yeBkeÀebMeer 
mheOee&keÀjCes ns efpeune yeBkeÀebvee De[®eCeer®es 
nesles. l³ee®eyejesyej Flej J³eeheejer yeBkeÀebvee 
Yeeb[Jeue GYeejCeer®es Je efveOeer GYeejCeer®es 
DeveskeÀ ceeie& GheueyOe Deens. l³eecegUs l³eebvee 
keÀceer keÀpee&ceO³es efveOeer GYeejCeer keÀjlee ³esles. 
p³eecegUs les keÀpee&Jej osKeerue keÀceer J³eepeoj 
þsJet MekeÀleele. hejbleg efpeune yeBkeÀevee efveOeer 
GYeejCeer®ee Ke®e& peemle Demeu³eeves J³eepeoj 
SkeÀe ce³ee&oshes#ee peemle keÀceer keÀjlee ³esle veener, 
l³eecegUs J³eJemee³e Jee{erJejleer DeehemetkeÀ®e yebOeves 
³esleele. mejkeÀejves ³eemeeþer efpeune yeBkeÀebceeHe&Àle 
helehegjJeþîeeJej J³eepe meyeefme[er®³ee ³eespevee 
pej ueeiet kesÀu³ee lej les efpeune menkeÀejer 
yeBkeÀevee mene³³eYetle þª MekesÀue. lemes®e 
jep³e Meemeveeves osKeerue menkeÀejer yeBkeÀeb®es 
YeeieYeeb[Jeue Jee{ nesC³eemeeþer DeLe&mene³³e osCes 
DeeJeM³ekeÀ Deens. keÀener JesUsme keÀpe& ceeHeÀer®³ee 
Dehes#esJej keÀpee&®eer hejleHesÀ[ JesUsle kesÀueer peele 
veener, l³eecegUs yeBkeÀ ogä®e¬eÀeceO³es meehe[C³ee®ee 
OeeskeÀe efvecee&Ce neslees. cnCetve J³eepe Devegoeve, 
meyeefme[er, Yeeb[Jeue Deeoer®³eeyeeyele Meemevee®ee 
me¬eÀer³e menYeeie ceeieJeuee heeefnpes.

Þeer. efJepe³e ceeOeJejeJe ìehejs
he´Yeejer cegK³e keÀe³e&keÀejer DeefOekeÀejer, hegCes efpeune ceO³eJeleea menkeÀejer yeBkeÀ ce³ee&efole, hegCes



Interview

October 2022 MEDC Economic Digest36

1) Could you tell us about 
the role your bank plays in 
funding and developing small 
and local businesses?

Our Bank is always a trusted 
partner for the 1st Generation 
Entrepreneurs. Small traders and 
MSME is the focus of  our credit 

analysis of  credit portfolios, you 
can very well understand our 
commitment for the small and 
local business entities:

Credit Sanc-
tioned to 
MSME (Rs. In 
Lakhs)

2020-
21

2021-
22

Micro Entre-
preneurs

259.32 299.15

Small Entrepre-
neurs

137.80 198.55

Medium Entre-
preneurs

71.60 99.92

Total Sanction 
to MSME

468.72 597.62

Our exposure to MSME is 

made by the Bank. Additionally 

if  you look at the amount 
wise distribution of  the credit 

and marginal business entities, 
is around Rs. 448.51 Crore, 
which is almost 52% of  the 
total credit exposure. Moreover 
we have relaxed norms for the 
agro based industries, Small 
Business and retail traders 
and we provide them further 
relaxations by conducting their 
credit ratings based on their 
business parameters. Recently 
we had represented role of  
Cooperative Banks to the Hon. 
Cabinet Minister for MSME and 
got SIDBI registrations which is 
providing Credit Subsidiary to 
MSME entrepreneurs. We are 
also registered with Department 
of  Agriculture, where in 
we provide Project Based 
subsidiary to the eligible MSME 
either working the Agro based 
industries or willing to open any 
agro-based industry.   

2) Given the role played by 
cooperative banks over the 
years to extend credit in a 
rural area, what suggestions 
would you like to give to 

further widen their ambit?

In the recent past, Government 
of  India has taken many 
initiatives to strengthen the rural 
infrastructure. Government 
has also earmarked funds for 
such development activities. 
But Cooperative Banks are 
not yet made eligible entities.  
Resultantly, any customer 
banking with us is deprived of  the 

As such Cooperative Banks 
should be made eligible entities 
for all government schemes. 
Additionally, Cooperative Banks 
should be given licenses for 
rural branches to increase their 
reach. Relaxation is expected 
in required head room capital 
for new branches to the 
Cooperative Banks. It is also 
expected to have a deferred 
regulatory approach towards 
Cooperative sector looking 
at its heterogeneous nature. 
Banks which are originating 
from the rural area should also 
be supported with seed capital 
for building and sustaining the 
IT platforms considering their 
capital and running costs. Man 

Mr. Sanjay Bhende
- Chairman, Nagpur Nagrik Sahakari Bank Ltd
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power expertise is also an area 
of  great concern while handling 
such infra- ventures. It is felt 
necessary to have a training 
support in the vernacular 
languages for the Primary Urban 
Banks to empower them.

3) The government has 
created the new Ministry 
of  Cooperation to provide 
separate administrative, legal, 
and policy frameworks for 
encouraging a cooperative-
based economic model in the 
country. How helpful would 
this be to the cooperative 
banking sector particularly?

In our view this move of  the 
Government will go long 
way for strengthening the 
Cooperative Sectors in all and 
Urban Cooperative Banking 
sector as well. It will serve a long 
pending request of  the Urban 
Cooperative Banking Sector 
for its better understanding and 
integration of  the sector and 
its overall needs under a single 
umbrella. 

4) With the drastic 
cancellation of  Cooperative 
banking licenses by the RBI, 
many cooperative banks 
have been closed. Most 
Cooperative banks are facing 
severe challenges which 
have restricted their ability 

of  credit. Could you share 
with us how your bank has 
managed to overcome these 
challenges? 

We are working as a team of  
Management and our Senior 
Executives in line with the RBI 
directives and we are planning 
our Corporate Goals and 
designing our products keeping 
in mind the expectations of  
our customers as well as our 
regulator. We have a decentralized 
working structure for quick 
response to our customers. 
Our credit sanctioning and 
decisions are taken very quickly 
and effectively. Our Staff  is 
very dedicated and diligent. 
We give special intensive to 
staff  for acquiring the new age 
knowledge required for the new 
age Banking. We are regularly 
upgrading our CBS and related 
software’s and allied services 
for upgraded customer services. 
Additionally we are conducting 
the customer meets on regular 
basis to improve our customer 
service to their satisfaction. 
We also have a robust recovery 
mechanism with a human face, 
there by restricting our NPA 
under the regulatory comfort 
zone. Overall success of  the 
Bank is result of  the Team Work 
& Policies laid down by the 
Management.   

5) What challenges do 
Cooperative bank face 
and how do you think the 
government can help in 
overcoming these challenges?

Basic Challenges for growth of  
the Cooperative banks are as 
under:

a. Lesser avenues for 
augmentation of  Capital: 
Government should allow 
the trading of  Shares of  
Cooperative banks based on 
their performance as is in the 
other non-listed companies. 
A separate platform can be 
designed for this segment. 

b. Cap on the branching of  
exiting Banks: A smooth 
approach for allowing branch 
expansion to be designed and 
Banks may be allow to open 
new branches at least 10% 
of  their existing branches 
once in a time slot of  2 years. 
Financial parameters to be 
laid down for such smooth 
licencing.

c. Legal Set-up for quick 
disposal of  disputes related 
with recovery of  dues and 
other similar disputes. Special 
Tribunal with appropriate 
staff  strength should be 
made operational.
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Macro Musing

Cooperative Banks and Regional Development
- Dr. Dhananjay Samant

Chief  Economic Advisor, MEDC

Introduction 

A key issue faced in addressing 
socioeconomic inequality in 
India is thinking in terms of  
national-scale policies and 
big businesses rather than in 
terms of  networks of  local 
communities and the small-scale 
sector. While it sounds more 
impressive to talk about budgets 
of  thousands of  crores of  rupees 
and developmental strategies 
covering the entire nation, the 
fact is that people don’t live in 
“the entire nation”. They live 

with them. This is especially true 

which needs a lot of  individual 
customization nowadays. 

those that cover everyone – need 
to be developed separately for 
each distinct community. This 
is particularly true regarding 
the rural parts of  the country, 
having rich socioeconomic 
traditions and diversity. Rightly 
or wrongly, this is the age of  
standardization wherein small 
and marginalized communities 
suffer disproportionately because 
they are not big enough to 
matter in the calculations of  the 
central planners. That approach 
is asking for trouble as it misses 
the diversity of  the hinterland, 
and sees only an anonymous 
mass of  citizens having uniform 
requirements. 

Culturally Sensitive Financial 
Strategies

Cooperative banks are the true 
representatives of  the locals 
in that (the majority of) their 
customers also tend to be their 
owners. That makes them 
understand the sociocultural 
pulse of  the masses better than 

solutions for them accordingly. 
However, they need to equip 
themselves with technology on 
par with their competitors. This 
will enable them to maximize 

areas and present themselves 

institutions of  their clients for 

value-added range of  products 
and services. Cooperative banks 
are unique institutions offering 

monetary facilities to farmers and 
the local MSME sector to enable 
them to keep enhancing their 
competitiveness. Their focus on 
culturally sensitive development 
strategies is discernable. 

Technology is a great leveler. 
Today’s distributed digital 
networks can be just as 
cost-effective as centralized 
databases and management. 
Such distributed networks can 
empower local communities 
by letting them set their own 
limits and control investment, 
consumption and exports in their 
neighborhoods. This modern 
version of  community capitalism 

serve as a role model for citizen 
engagement. That is precisely 
what cooperative banks should be 
aiming for. If  any gaps remain in 
the implantation process, NGOs 

This healthy competition between 

socioeconomic experiment worth 
conducting in a time-bound and 
targeted manner, and one in which 
sustainability should remain the 
underlying factor.

Conclusion

The cooperative approach is 
indispensable to the long-term 
socioeconomic development 
of  Maharashtra. Despite the 
centralization of  banking, 
medicine and government, there 
still remain thousands of  credit 
unions, cooperatives, small 
hospitals and neighborhood 
communities capable of  
delivering a quality experience 
to millions in our rural areas. 
We now have the technological 
ability to modify centralized 
systems so that they work for the 
entire community rather than just 
the select few. Cooperative banks 
play a vital role in this regard. By 
providing (relatively) equitable 

and social capital such as skills 
and commercial knowhow, they 
enable the creation of  a better 
rural economy that works for all 
its stakeholders. 
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