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From the President’s Desk

T

he end of September 2017 has been
rather turbulent for the economy and
even more so for the economists of all
views trying to carry out the cause and effect
analysis of the current situation. Frankly it
is an extremely difficult task. In the current
situation the number of disruptive factors
are far too many. Is it the effect of slow
global economic growth? May be. Is it the
aftershock of Demonetization? May be. Is it
the expected slowdown due to transition to
GST regime? May be. Is this the impact of increased intolerance of banks
towards stressed accounts? May be. Is it due to the entire housing industry
falling like nine pins due to the combined impact of demonetization,
banking restrictions and RERA? May be.

The fact remains that the Indian economic growth has undergone a sharp
slowdown to a three year low at 5.7% in the quarter ending June 17.
Nath Group
Strangely the current account deficit rose to a four-year high at 2.4% of
Special Invitee:
GDP in the same quarter led by strong growth in manufacturing imports.
Mr. Chandrakant Sadadekar - Chairman One wonders then that if demand is decelerating then why the imports
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are accelerating. A probable answer lies in paper published by Mr. SZ
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Chinoy, the Chief Economist at JP Morgan. He has stated, “What all this
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suggests is that domestic supply chains have potentially been disrupted
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in the manufacturing sector post-demonetization – likely involving small
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and medium enterprises (SMEs) – and that activity has been replaced by
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imports. This also explains why imports began to pick up almost exactly
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around demonetization despite slowing domestic demand,”
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The economists across the board caution that the ‘fiscal stimulus’ being
explored by the government will have to be chosen extremely carefully as
administering a wrong medicine may further damage the patient. Chinoy
advocates and we agree that instead of a fiscal stimulus, government
needs to introduce supply-side solutions to deal with supply-side shocks.
Improving the regulatory and business environment for SMEs, improve
their access to credit, resolving teething problems of GST are some of the
top priorities to keep us going the way we did.

Ms. Ananya Prem Nath on behalf of
Maharashtra Economic Development
Council (MEDC) and Printed at
Onlooker Press, 16, Sassoon Dock,
Colaba, Mumbai - 400 005 and
Published from Maharashtra Economic
Developement Council, Y.B. Chavan
Centre, 3rd Floor, Gen. J. Bhosale Marg,
When the going gets tough…and when there are not many tough people
Nariman Point, Mumbai - 400 021

left to get going, everyone starts the blame game. The latest criticism came
from our erstwhile Finance Minister Mr. Yashwant Sinha in his article in the
Indian Express titled “I need to speak up now”. The rebuttal by the present
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in combatant calling him a “job applicant at 80” was unduly sharp and rather
unkind. The politicians across the party lines will be well advised to stop
politicizing the issues related to economy and its growth. We believe that just
as in case of war, all political parties, industries, academia, researchers and so
on must unite to find the best possible solution in national interest.
Improving access to credit is the key to growth of industries, entrepreneurs,
farmers, traders and so on. The many banking scams, major NPAs and
adverse media attention, tighter RBI strictures have all resulted in over
protective, over cautious bankers to clench their fists further. We in MEDC
feel that there is no need to despair. This is the time to use every avenue to
enhance production across the entire spectrum of goods, services and farm
produce. To achieve this objective it is essential to strengthen the ability of
all banking institutions to reach out to the industrious borrowers. We feel that
our cooperative banking sector was least utilized and least integrated in the
new national growth story. There are many factors that prevent capitalizing
the very large spread and significantly longer reach of these amazing financial
institutions. There are many misconceptions about them. There are stories
about small scams of small cooperative banks, but there are also long stories
about large scams of very large banks. In our view the economic growth
of MSMEs and farmers can vastly be enhanced by empowered, enabled
and efficient cooperative banks. The MEDC has therefore organized a
cooperative banks summit under the banner of, “Leveraging the Reach of
Cooperative Banks in National Interest” This special issue is dedicated to
this cause.
We are grateful to the steering committee formed by some very proactive
bankers to make this event and the special publication possible. The
conference will deliberate upon the policy interventions needed together with
the changes that need to be brought about in the legal framework to provide
equal opportunity to the cooperative banks. We strongly feel that the country
should have one banking act and not subject these banks to the various
acts under cooperative society’s acts of different states. We have planned a
special session on ‘Technology’. The panel and audience will deliberate upon
contemporary technologies in banking sector, adapting our present processes
to efficiently use the new technologies, needs of training and orientation of
staff and vision for the future of banking.
As the monsoon clouds recede we expect that the dark shadows of economic
gloom will also recede. We hope that ‘Diwali’, the festival of lights this month
will usher in a new era of clean, white, bright and cashless ever growing
business to one and all.
Wish you a happy Diwali and the year to come
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Special Feature

Malaysia Your Business Partner
Malaysia, a nation right in the middle
of the South East Asia region has
achieved remarkable transformation
from an agricultural dependent
economy to a modern industrialised
trading nation with solid economic
fundamentals and support from
its harmonious as well as vibrant
multiracial society.
Over the years, Malaysia has attained
an enviable record and achievements
recognised by international bodies
such as:
•

The World Bank has ranked
Malaysia at the 23rd out of 190
economies in the World Bank
Doing Business 2017 Report.
Recently, it also indicated that
while many nations are affected
by the falling commodity prices,
Malaysia stands out for having
transformed itself from a
narrow commodity-exporting
nation into a modern diversified
economy;

•

The annual IMD’s World
Competitiveness
Yearbook
2017 placed Malaysia at the 24th
position;

•

Moody’s Investors Service in
the recent credit analysis has
reaffirmed Malaysia as being in
the ‘A’ category;

12

OCTOBER 2017

•

•

•

International Monetary Fund
(IMF), in its latest assessment
of Malaysia highlighted that the
country has made significant
progress towards achieving
high-income status;
Malaysia was also ranked first as
the best country to invest in, in a
2017 survey by BAV Consulting
and the Wharton School of
University of Pennsylvania; and
Cushman & Wakefield in its
‘Manufacturing Risk Index
2017 Report’, continued to
position Malaysia as the most
attractive location of choice for
manufacturers.

History has proven that Malaysia is
a resilient nation, despite multiple
challenges faced by the global
economy that brought mixed
fortunes to economies in the
region. In 2016, Malaysia’s economy
registered a better than expected
performance of 4.2 percent growth
and this year, Malaysia is also
expected to perform much better
and surpass the projected GDP
growth of 4.3 percent.
In term of trade, Malaysia is among
the top trading nations in the world.
In 2016, Malaysia was the:

•

24th
Largest
Merchandise
(Goods) Trading Nation in the
world;

•

24rd Biggest Exporter
Merchandise (Goods);

of

•

26th Biggest Importer
Merchandise (Goods);

of

•

30th Biggest Exporter
Commercial Services; and

of

•

29th Biggest Importer
Commercial Services.

of

Being one of the top trading nations
of the world and recognised as an
attractive investment destination
by a multitude of independent
international
organisations,
Malaysia’s achievements have been
largely due to a systematic and
determined approach to develop
world-class infrastructure, innovative
as well as sound banking and financial
systems and logistics to rival the
world’s best, provides a conducive
environment for businesses to
thrive. This can be evidence with
over 4,000 international companies
from more than 50 countries that
have made Malaysia their offshore
base currently.

Malaysia – India Relationship
This year marks both the 60th
year of Malaysian independence
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Pics: Visit of the Hon. PM of India to Malaysia in 2015

Pics: Visit of the Hon. PM of Malaysia to India in 2017

and the 60th year of formal IndiaMalaysia diplomatic relations which
has been strong and friendly since
the establishment of diplomatic
relationship in 1957. Being home to
one of the largest Persons of Indian
Origin (PIO) communities in the
world, the historical relationship has
assisted in expending the relationship
to cover multifaceted cooperation
such as in trade and investment;
science and technology; education;
human resource development,
tourism and culture.
Acknowledging

the

importance

of India in term of trade and
investment, Malaysia together with
the other Association of Southeast
Asian Nation (ASEAN) member
countries, signed the ASEAN–India
Free Trade Area (AIFTA) and the
free trade agreement came into
effect on 1 January 2010.
The strong relationship was further
elevated in 2011 with the signing of
the Malaysia-India Comprehensive
Economic Cooperation Agreement
(MICECA), a bilateral Free Trade
Agreement which covers all aspect
of trade and investment cooperation
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between the two countries.
In addition to the AIFTA and
MICECA, two other important
economic initiatives which involve
India and Malaysia are the Regional
Comprehensive
Economic
Partnership (RCEP), which is
currently being negotiated between
ASEAN and its FTA partners,
including among others, India,
China and Japan. The 16 countries
in RCEP represent close to 50 per
cent of the world’s population
and account for 30 per cent of the
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world’s GDP. Their combined share
of global trade amounts to 29 per
cent and they attract 26 per cent of
world FDI inflows.
Last but not least, the Asian
Infrastructure Investment Bank,
which is championed by India.
Malaysia is one of the 57 founding
members of the AIIB, and signed
the Articles of Agreement (AOA)
for the entity on 21 August 2015.
Malaysia is the 51st signatory of the
Articles.

Malaysia – India Bilateral
Trade
In general, India is a very important
market and has always been
Malaysia’s biggest trading partner in
South Asia, making up 76.3% share
of Malaysia’s total trade with the
region in 2016. Bilateral trade has
increased by almost five-fold for the
past 15 years. From 2001 to 2016,
the average trade growth was 13.2
per cent.
Due to the tough external
environment, Malaysia’s trade with
India experienced a marginal decline
from USD 12.02 billion in 2015 to
USD 11.72 billion in 2016, which
positioned India as Malaysia’s 10th
largest trading partner.
Malaysia’s exports to India in 2016
is valued at USD 7.72 billion with
major exports such as palm oil;
electrical and electronic products;
crude petroleum; chemicals and
chemical products; metal products.
India was Malaysia’s 7th largest
export destination and also currently
14
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the biggest importer of Malaysian
palm oil.

Bilateral Investment
India has emerged as one of the
main investment destinations for
Malaysian companies. Based on the
Department of Industrial Policy
and Promotion (DIPP), Ministry
of Commerce and Industry, India,
Malaysia was the 25th biggest
investor in India from April 2000
to June 2017 with investment worth
USD 859.12 million. However, this
figure does not include substantial
flow of Malaysian investment via
establishment in third countries
which will bring Malaysia’s cumulative
investment in excess of USD 6
billion. Malaysian investments in
India are mainly in non-conventional
energy, construction, metallurgical
industries, services, power and
telecommunication.
With a stable economic and political
environment, good infrastructure
and also proximity to the large
ASEAN and Asia Pacific markets,
Malaysia is an ideal location for
Indian companies to either set
up regional establishments or use
the country as a gateway to the
ASEAN region and beyond. Being
the 9th largest investor in Malaysia
last year, India continues to be one
of our important sources of FDI,
particularly in the manufacturing
sector.
As at end of 2016, a total of 135
projects with Indian participation
have been implemented in Malaysia

with investments valued at US$1.49
billion. These projects are mainly
in the textiles & textile products,
chemicals & chemical products,
pharmaceutical products, nonmetallic products, plastic products
and electronics & electrical products.
Malaysia is proud to host notable
Indian companies such as Reliance
Group, Biocon and Ranbaxy, JG
Containers, Forte International and
Tamco Switchgear. Indian investors
are also present in Malaysia’s services
sector such as financial services, IT
services, media advertising sector
as well as education and healthcare
sector.

Moving Forward
Indian companies should fully utilise
the facilities under MICECA and
establish smart partnership with
Malaysian companies. There are
abundant of business opportunities
with Malaysia which could be the
preferred source for a wide range
of high quality items, becomes
technological partner and also
provides expertise to India.
With growing consumer driven
market in India, demands are
rising significantly for Fast Moving
Consumer Goods (FMCG) such
as daily body care products,
cosmetics, personal care, packaged
food and others which Malaysia
could supply. Food products such
as
confectionaries,
chocolates,
biscuits, wafers and other snacks
are seeing a major boom in the
Indian market, with consumers
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calling for International quality
products. Malaysia is extremely
strong in the furniture section,
especially attending to specific needs
for home use, office, commercial
outlets, hotel and hospitality and etc.
Malaysia has always been among the
top ten global furniture exporters
and it is also well known as one of
the leading exporters of Medium
Density Fibreboard (MDF) to India.
Other high potential products are
electrical products; machinery;
rubber based products; automotive
parts and accessories; optical and
scientific equipment; fashion and
its accessories; medical equipment
as well as range of green and
environmentally products
Apart from products, Malaysia’s
services providers have also

been widely sought in the areas
of
construction,
engineering,
architecture, education, healthcare,
ICT, franchise, printing and
publishing services as well as
financial services. Today these
companies operate around the world
on a myriad of projects. Malaysia’s
handiworks
in
infrastructure
projects have been seen in many
iconic projects in the Middle East,
India Sub – continent and South
East Asia especially buildings,
infrastructure projects, stadiums,
sports
complexes,
convention
centres, residential developments,
township developments and leisure
facilities. Malaysian companies
have worked on some landmark
infrastructure projects such as Burj
Khalifa in Dubai, Burj Al- Arab in
Dubai, Khalifa Stadium in Qatar,
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Bahrain International F1 Circuit, Yas
Marina F1 Circuit in Abu Dhabi, and
New Doha International Airport in
Qatar.
Some of the landmark projects with
Malaysian companies involvement
in India were the Mumbai Monorail;
power plant in Chhattisgarh; MCD
Civic Centre building in New Delhi;
Western Transport Corridor in
Karnataka; Airports in New Delhi
and Hyderabad; mixed development
project in Hyderabad; and First
City in Nagpur. Overall, Malaysian
companies have completed 81
projects worth USD 3.8 billion and
14 projects worth USD 1.61 billion
are still under various stages of
construction in India.
In line with the country’s aspiration
to become an advanced nation,
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Malaysia look forward to receiving
more quality investments from
Indian companies particularly in new
growth areas featuring emerging
high technologies, capital-intensive,
high value-added, knowledge-based,
skills-intensive,
export-oriented
to provide high income jobs. This
include biotechnology; advanced
electronics; display technology;
optics and photonics; renewable
energy (including photovoltaic);
aerospace; machinery and equipment;
halal; pharmaceutical; and medical
devices in the manufacturing
sector. Malaysia’s services sector
also provides exciting opportunities
for investment, among others
include regional hubs, business &
professional services, distributive
trade, health services, education &
training services and ICT services.
In tandem with the rise of digital
revolution,
Malaysia
is
also
embracing Industry 4.0 to raise its
competitiveness by encouraging
companies
to
adopt
smart
manufacturing technologies and
processes. There are certainly many
areas of potential collaboration
between both countries within this
space. The Government is finetuning policies and doubling its
efforts to be more responsive in
meeting the needs of the business
community and global markets.

Government of Malaysia which is
responsible for assisting Malaysian
companies venture into the
international market and connect
foreign buyers with Malaysian
suppliers by furnishing accurate
and reliable information as well as
providing advice on doing business
with Malaysia. Indian companies
with operation in Malaysia could also
benefits from MATRADE’s services
to expand their export markets from
Malaysia.
Contact us to know how Malaysia
could be your best business partner:
Consulate General of Malaysia,
Trade Section (MATRADE)
Suite 301, 3rd Floor, Naman Centre,
Block G, Bandra Kurla Complex,
Bandra (E), Mumbai – 400051
T: +91 22 2659 7272/3
F: +91 22 2659 7274
E: mumbai@matrade.gov.my

Indian businesses are advised to
contact the Malaysia External
Trade Development Corporation
(MATRADE),
the
National
Trade Promotion Agency of the
16
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Why UCBs are kept out of the
purview of CGTMSE?
Mr. Pradeep Bhave

For a long time, primary lenders
to MSME sector have been Public
Sector Banks. However, these Banks
are presently going through lot of
stress due to mounting NPAs from
large corporate borrowers and
inadequate capital. Hence, all the
PSBs are currently fighting pressure
of resolution of mounting NPAs. In
the absence of sufficient capital their
risk taking ability has taken a knock.
On the other hand, the Government
is emphasizing on Make in India,
Start up India .This emphasis on
boosting industrial activity stems
from the fact that service sector
cannot drive growth beyond a
certain level & the manufacturing
sector must become the growth
engine. It has been observed that
the investment in private sector is
not happening as large industries
are not running at full capacity &
have no incentive for further capital
investments. Paradoxically, MSME
sector which is driven by aspiration
of small entrepreneurs, too has
been suffering due to inadequate/
structured funding from PSBs
despite the fact that MSME loans are
smaller in ticket size, risks are widely
spread, they generate employment
at a much lower capital investments
and where incidence of NPAs are
comparatively lower.
20
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Mr. Pradeep Bhave
Author is an Independent Director on Boads of Canara Bank
Securities Ltd. and BOBCARDS Limited. He is presently advising SME
Entrepreneurs for Banking & Finance.
bhavepradeep54@gmail.com.

Role of CGTMSE:- CGTMSE has
played a pivotal role in directing credit
to the MSME sector by providing
a guarantee cover if Banks lent
without asking for collateral security.
However, it is seen that the list of
Banks to whom CGTMSE provides
credit guarantee cover is restricted
to Public Sector Banks (PSBs),
Foreign Banks (FBK), Private Sector
Banks (PVB). A notable omission
from this list is Urban Co-operative
Banks. While It is true that Urban
Co-Operative Banks come under
dual control of State Government’s
Co-operative Dept. and RBI, it is
also true that incidence of failure
amongst Co-operative Banks has
been large & wide.
Urban
Co-operative
Banks’
Business:- These banks are known
to possess the skillsets to handle
small borrowers as they understand
their needs. I may quote a CEO of
from a Cooperative Bank who said,
“MSME funding is in our DNA. We
don’t fund them for achievement of
priority sector targets”. However,
in the absence of CGTMSE cover,
there are serious restrictions on
UCBs to meet the demands of the
sector. These Banks traditionally
rely heavily on collateral security and
despite stating the contrary, like to
cover their exposure with additional

collateral securities. This brings
us to the Catch 22 situation.
The Banks whose DNA is to fund
MSME sector are unable to increase
their exposures if the borrower does
not provide comfort of collateral,
and the PSBs who are covered under
CGTMSE, are virtually paralyzed
due to their own problems and are
restricting only to financing retail
assets like houses, cars, consumer
goods as these are considered less
prone to risk, while neglecting
the requirements of MSME
manufacturing sector.
Spread of Co-operative Banks
and some key performance
indicators:- There were 1574
UCBs in 2016. Scheduled UCBs
were 52, out of which multi state
UCBs were 31, while Single state
scheduled Banks were 21. States like
Maharashtra, Karnataka, Tamilnadu,
Gujarat are some states where Cooperative banks have good spread.
Comparison of Key Performance
Indicators* of UCBs with PSBs :•

Return on assets for UCBs
declined by 5 bps from 0.84%
in 2015 to 0.79% in 2016. For
PSBs, it declined from 0.46%
in 2015 to -0.20% in 2016, thus
showing a fall of 66 bps. Both
the ratios are worse if we remove
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the figures of SBI.
•

•

•

Return on equity for UCBs
declined by 65 bps from 9.91%
in 2015 to 9.26% in 2016. For
PSBs, it declined by 1123 bps
from 7.76% in 2015 to – 3.47%
in 2016. Here again, the PSBs’
overall performance would be
worse if we remove the figures
of SBI.
UCBs’ gross NPA continued to
increase and stood at 6.6% as on
March 2016 compared to 6.2%
as on March 2015. Gross NPAs
for PSBs were about 10% and
5% as on March 2016 and March
2015 respectively. It is known
that 6 PSBs are currently under
Prompt Corrective Action (with
GNPA above 10%) of RBI.
Above figures have been taken
from the *Supplement to RBI
Bulletin January 2017, Report on
Trends and Progress of Banking
in India and Financial Stability
Report,
December
2016.

Return on Assets
Return on Equity
Gross NPAs
MSME Credit as % of Total
Credit

Although a later version was
not available, the comparison
shown amply clarifies that the
performance of UCBs is better
than PSBs on the three key
parameters of ROA, ROE &
GNPA.
Just as there is ranking amongst PSBs,
many UCBs banks are on strong
footing with low NPAs, superior
ROA & ROE and sufficient capital
adequacy. It is therefore not clear
why the local state Governments do
not select some good performing
UCBs from their respective states for
inclusion in CGTMSE. It is ironical
that PSBs with over 10% NPAs
and which are listed by RBI under
Prompt Corrective Action, continue
to enjoy cover under CGTMSE,
while better performing Urban Cooperative Banks are denied such a
facility.

Some good Urban Co-operative

Banks showed helplessness in
enhancing credit exposure only

2014-15
0.46%
7.76%
5%
13%

PSBs
2015-16
-0.20%
-3.47%
10%
14%

Change
-0.66%
-11.23%
+5%
-

to SMEs and supporting UCBs
through extension of CGTMSE
cover could certainly be one aspect
for consideration. The cover under
CGTMSE has been enhanced to Rs
200 lacs and a very large segment of
small borrowers from Urban Cooperative banks could be covered
under CGTMSE if allowed by the
concerned authorities.
Position vis-a-vis other credit
organizations:Depositors of UCBs are covered
under DICGC, Export finance by
UCBs is covered by ECGC similar
to all other banks including PSBs.
If this is the case, it fails logic,that
CGTMSE cover is not extended to
UCBs.
The Government has realized that
the economy needs a booster dose
for reviving the sagging economy.
One definite solution could be
extending cover of CGTMSE to the
assets financed by well performing
urban Co-operative Banks. It is
2014-15
0.84%
9.91%
6.2%
23%

UCBs
2015-16
0.79%
9.26%
6.6%
24%

Change
-0.05%
-0.55%
+0.4%
-

(Source: RBI: Statistical Tables relating to Banks)

CRAR as on September 2016

CRAR
GNPAs

All
PSBs
12.1%
11.8%

54 Scheduled
UCBs
13%
8.6%

(Source: RBI: Report on Trend and Progress of
Banking in India 2015-16 and Financial Stability
Report December 2016)

due to inadequate collateral cover,
despite good business model and
demonstrated cash flows. They
would certainly benefit from
extension of CGTMSE cover.
The Central Government is
seriously looking at a stimulus that
can be imparted for growth of the
economy and job creation. Support
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nobody’s case that the facility should
be extended to all the cooperative
banks. It can certainly be extended
to select few UCBs from select states
and the state Government must take
a lead in this regard.
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CoOps For Inclusive Growth &
Development Scenario in India
and Abroad

Mr. Satish Marathe
Savrakshak, Sahakar Bharati
satishmarathe1@gmail.com
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Indian Scenario:
CoOperatives (CoOps) are self help
Economic Enterprises and play a
vital role in uplifting socio-economic
conditions of their members and the
local community amongst in which
they operate. Locally owned, peoplecentric CoOps have served as
catalysts for social organization and
cohesion. Concerned as they are for
their members and the community,
CoOps have evolved into a unique
model
nurturing
democratic
functioning, human values and
respect for environment.
In India, CoOp sector has always
had a spiritual content and evolved
on ethical values as it was led by
towering leaders like Acharya
Vinoba Bhave, Vaikunthbhai Mehta
and Dhananjayrao Gadgil.
India is a developing country facing
a variety of problems viz population
explosion,
low
productivity,
inequalities, low living standards,
etc. Agriculture sector remains the
livelihood to two-third of India’s
population and gives employment to
about 57% of work force. It is also
22
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a major source of raw material to a
large number of industries. CoOps
have been playing a significant role
in providing agricultural credit,
distribution of agricultural inputs,
providing market access, etc.
Indian CoOp movement is the
biggest movement in the world
and has made tremendous progress
in several sectors of the Indian
economy. In the early period, the
CoOp movement was limited to
providing rural credit.
CoOps have covered 100 percent
villages and 75 percent of rural
households through a network
of over 8 lakhs Co Ops with
membership of well over 25
crores. In fertilizer production and
distribution, the fertilizer CoOps
command a major share of the
market. In the production of Sugar,
the share of CoOps is about 50%
and in Cotton processing, it also
has a significant share. Till recent
past, the CoOp sector accounted
for about 55% of the looms in the
handloom weaving sector.
Way back in 2002, NABARD in its
Annual Report had observed that the

CoOp have contributed significantly
to the growth of institutional
infrastructure in the rural areas and
individual capital formation in the
agricultural sector.
Present Status:
The lacklustre performance of
CoOps in India can be attributed
primarily to dormant membership
and lack of active participation of
members in the management of
CoOps. Mounting overdues in CoOp
Credit Institutions (as agriculture
remains dependent on the vagaries
of weather), inadequate mobilization
of own resources, over dependence
on Governmental and Institutional
support, lack of professional
management, bureaucratic and
political control, etc have proved
harmful to its growth.
These are the areas which need to be
attended to by suitable legislative and
policy support to the CoOps.
Moreover, as a result of misconstrued
economic policies pursued for the
past several years, weaker segments
viz. small farmers, workers,
tribals, economically backward
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communities, etc. are facing severe
hardships and deprivation, resulting
in severe economic imbalances
that have generated inequality and
inequity. This situation has led to
a strong and growing feeling of
injustice and exclusion amongst the
underprivileged.
Unfortunately, Central and State
Governments have refused to
recognise the salient characteristics
of the CoOps and have failed to
harness its potential to achieve
growth through participation of
people.
The World Bank estimates that food
demand will double by 2030 as the
world’s population increases by
another two billion people. There is
an urgent need for India to increase
output of food. The solution lies in
encouraging formation of farmer
CoOps (PACs in India) to improve
productivity, processing of agri
produce and to provide access to
markets.
Farmer CoOps to reach their full
potential need to increasingly engage
in agro processing. To be successful,
in the initial years, PACs will need
both finance and technical support.
At a time when small farmers are
struggling to survive in tough market
conditions viz falling prices and
inadequate farm subsidies, CoOps
need to operate markets on behalf
farmers-producers and directly sell
their products to the consumers.
Farmer CoOps need assistance to
improve the quality of their produce
for export.

Legal Framework:
In India, the first CoOp Credit
Societies Act was a Central Act
enacted in 1904. Subsequently, under
the Montague- Chelmsford Reforms
of 1919, CoOperation became a
provincial subject and provinces
were authorized to enact their own
CoOp laws. Post independence,
'CoOperative Societies' has remained
a State subject under entry No 32 of
the State List of the Constitution of
India.

institutional framework by which
the Government registers CoOps
and regulates them in the same
way as other forms of economic
enterprises.
Looking to the recommendations
of UNO, in India the 100 years
old State CoOp Acts, need to be
radically redrafted in the context
of changed economic, political and
social scenario and create an enabling
legal and financial environment to
empower the CoOps.

The International CoOperative
Alliance (ICA) Identity Statement
and CoOp Principles, the United
Nations Guidelines of 2001 and
the ILO Recommendation No. 193
relating to CoOps have served to
guide formation of CoOps, as well
as to limit the role of the State to
one of providing an enabling legal
and financial environment, and
level-playing field, to enable CoOps
to operate on a sustainable basis
alongside other types of economic
enterprises.

World Scenario:

It has recommended the State to
provide a wide range of support such
as human resource development,
access to credit, services for
marketing, etc without infringing the
autonomy of CoOp.

Viewed in terms of households,
CoOp membership represent as
much as 1 in 2 households in Finland
and 1in 3 in Japan.

These mechanisms recommend
that there should be an ‘early
and complete disengagement of
governments from the internal
affairs of CoOps’. While it does
not advocate complete withdrawal
of Government, it recommends an
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The CoOp sector worldwide has
about one Billion members in
over 100 Countries. It is estimated
that CoOps account for more
than 100 million jobs aroun d the
world. Across different countries,
the proportion of the CoOp
membership to population varies,
but is as high as 1 in 2 persons as
in Finland and Singapore, 1 in 3 in
Canada, New Zealand, Honduras,
and Norway, 1 in 4 in the USA,
Malaysia and Germany.

In terms of percentage of a country’s
GDP attributable to CoOps, the
proportion is highest in Kenya at
45 per cent, New Zealand with 22
percent. CoOps account for over
80 per cent of milk production in
Norway, New Zealand and the USA.
They account for 71 per cent of
fishery production in Korea, 40 per
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cent of agriculture in Brazil, 25 per
cent of Savings in Bolivia, 24 per cent
of the health sector in Colombia,
55 per cent of the retail market in
Singapore, 36 per cent in Denmark
and 14 per cent in Hungary.

Credit-Banking CoOps:
The continued financial crisis, post
2008, is characterised by massive
public bail-out of Private and Public
Sector Financial Institutions.
At the same time, member/owned
CoOp Financial and banking
Institutions, including Credit Unions,
have remained primarily focused on
the needs of their members and
have prudently refrained from taking
excessive risks that plagued many
large global Banks and Financial
Institutions. Hence, coop credit
institutions are growing from
strength to strength.
There are some 52,000 CoOp Banks
and Credit Unions, serving 177
million members in 100 Countries,
with the World Council of Credit
Unions being their Umbrella
Organisation. Rabo Bank which is
one of the largest CoOp Banks in
the world is a shining example of
CoOp Banking model.
In rural areas, Savings and Credit
CoOps not only provide access to
financial services, which are lacking,
but also play an important role in
the promotion of small and micro
businesses. They bring the kind
of financial “deepening” that is
necessary for the poor to attain a
sustainable growth.
24
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In the case of Tanzania, for example,
after a Presidential Commission
analysed the problems faced by
the CoOps, a new CoOp law was
enacted that ensured CoOps being
run professionally, by elected
representatives. This reform has led
to strong growth in the Savings and
Credit CoOps and in Coffee CoOps,
in particular.

Health CoOps:
In the now-developed countries,
the CoOps have developed without
much Government support. In many
countries, “Friendly” or Mutual
Health Societies have emerged that
cover sickness and provide basic
health care. In countries with a mixed
system of State and Private funding,
such as France, Germany and the
Netherlands, becoming a member
of one of the health mutuals is even
today very common for people to
gain access to health care.
In the USA, some of the largest
health providers are Consumer
CoOps. In the Pacific Northwest,
one CoOp provides health care to
over 570,000 members while in the
Mid-West another has as many as
630,000 members.
In Japan, 120 Consumer CoOps
provide health care to around three
million members, who meet in small
“han” groups to discuss preventive
health issues.
Brazil has the biggest CoOp medical
system in the world and is operating
in over 80 per cent of Brazil’s by
counties. With thousands of doctors
who are members, there CoOps

cover over 12 million members.
As the population ages, CoOps are
now providing personal services
and social care for older people and
people with disabilities.
Consumer CoOps:
Consumer CoOps which originated
in Britain are today market leaders
in Italy, Switzerland, Singapore and
Japan. They are equally active in the
Scandinavian countries and Atlantic
Canada.
Even in the UK, which has seen
the emergence of large consumer
chains, Consumer CoOps have all
along maintained over 20% market
share and have remained preeminent in the small supermarket
sector. Consumer CoOps have a
strong record of providing decent
work culture to their employees
while adhering to fair trade practices.

Housing CoOps:
Even Housing CoOps have played
an important role in developed
economies. Much of the housing
built in Norway and Sweden, in the
second half of the last century, has
been CoOp.
Housing CoOps in the USA have
been popular amongst the retired
people. They have been effective
wherever private or public renting
has failed. In New York, a large
number of residential apartments,
homes, etc which were abandoned
by private landlords have been taken
over and renovated by Housing
CoOps for low income groups.
In Britain, CoOps have taken over
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unpopular ‘Council’ estates even as
tenant-owned CoOps are challenging
conventional landlords.

1000 Electricity CoOps supply
power to around 12% of households,
mainly in rural areas.

Water CoOps:

Electricity CoOps are also growing
in the Philippines and Bangladesh.
Like in the US, electricity CoOps in
Bangladesh have a membership of
about 28 million users.

In Wales, when privatization of
water, to investor-owned businesses,
proved unpopular, the same was
taken over by semi-CoOps whose
members are stakeholders. As in
Wales, in Bolivia too, CoOps have
emerged as serious alternative to
privatization of water services for
urban consumers.

Insurance CoOps:
Some of the world’s biggest insurers
are CoOps. The International CoOp
and Mutual Insurance Federation
(ICMIF) represent over 180
Insurance CoOps in 70 countries,
with substantial accrual of premium.
Behind the success of these insurance
companies is the underpinning
principle of pooling risks of
large numbers of people without
having to pay out large dividend to
outside investors, thereby providing
insurance at affordable costs.

Workers’ CoOps :
In 1970s and 1980s, Worker CoOps
played a big role in preserving jobs
by taking over failed businesses,
particularly, in West Europe.

Electricity CoOps :
Another important area of CoOp
involvement is in utilities. US
Electricity CoOps show that the
CoOp model successfully works in
rural areas where the private sector
does not venture. In the USA, over

In Argentina, 58 per cent of rural
electricity is supplied by CoOps,
and CoOps are also strong in
Telecommunications.

Rural CoOps:
There are primary producer
CoOps, which supply inputs and
do processing and marketing of
products of farmers, fishermen and
forestry workers. They include some
of the world’s biggest businesses,
including
conglomeration
of
farmers, ranchers and primary
CoOps whose success has enabled it
to be listed in Fortune 500.
Small Dairy CoOps are growing
rapidly in Eastern Europe, Latin
America, and Africa. There has been
a major resurgence of marketing
CoOps in Ethiopia, Zambia and
Honduras. In Bosnia and in Serbia,
for example, agricultural and
marketing CoOps were formed in
response to a growing supermarket
sector.
In Ethiopia, now more than 85 per
cent of Ethiopia’s total inputs in
rural areas are distributed through
CoOps, and over 75 per cent of its
coffee is exported by CoOps.
In many countries, new liberal
laws have been enacted resulting
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in formation of new CoOps. In
almost all developing economies,
the CoOp movement continues to
grow in areas of Credit, Agricultural,
Marketing, Dairy, Fisheries and even
in a nascent sector like Tourism.
The CoOp sector is experiencing a
renaissance despite many difficulties.
A study of 11 countries in Africa
estimates that around seven percent
of Africans are members of CoOp.
Even in countries where apex CoOps
collapsed, such as in Uganda and
Rwanda, the CoOps have continued
to grow in large numbers.

Challenges:
One of the biggest challenge to
CoOps is the lack of awareness of
their economic potential amongst
the Governments and the general
public.
In Europe, for example, the
International Accounting Standards
Board seeks to classify Members’
Share Capital in CoOps as Liability
rather than Equity or Capital resulting
in members being considered as
Creditors of the CoOp rather than
Equity owners. International CoOp
organizations have opposed this
treatment, as it is contrary to CoOp
principles.
Another concern is the treatment
of CoOps (that have large market
share) as a Monopoly. The Swiss
Competition
Commission
is
treating two Consumer CoOps as
Monopolistic just because between
them they have over 50 per cent
of the market share, even though
the consumers are themselves
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shareholders and own these CoOps.
Hence, these CoOps are now seeking
a review of the Monopoly law.
A recent study of 450 CoOps
in Tanzania and Sri Lanka states
that CoOps lack access to finance
and need support to expand their
activities. Other constraints include
lack of technology, trained leadership,
lack of access to markets beyond
their immediate locality and limited
knowledge about opportunities.
Some CoOps are still held back by
issues like over-regulation from
Governments and poor internal
governance which leads to trust
deficit. Credit CoOps need to be
strengthened to manage risk.
Similarly, low level of participation
by women is a challenge faced by
many CoOps, a problem that is
worse in agricultural CoOps. In
addition, the challenge of low level
of involvement of young people
and the need for their greater
participation cannot be ignored.

Healing Touch of CoOps:
Civil wars and ethnic conflicts
have caused major disruptions
and destroyed economies and
infrastructure. Yet there is evidence
that even during these conflicts,
CoOps have survived. In Sri Lanka
and Nepal, they have been the
only independent organizations,
allowed by both sides, to operate
in the war zone. In post conflict
era, CoOps have played a crucial
role in restoration of economy and
rebuilding of civil society.
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In East Timor, a network of 20,000
farmers has been formed, processing
one third of the coffee for export. In
Rwanda, a Credit system was rebuilt
with the support of World Council
of Credit Unions without regard to
ethnicity. In Bosnia, Cheese CoOps,
and in Montenegro Dairy CoOps,
have encouraged displaced refugees
to return, while in El Salvador
electricity CoOps have boosted
the local economy enabling excombatants to find work.
Similar stories can be told of
Guatemala, Lebanon, Azerbaijan,
Serbia and Montenegro. There is
also evidence of CoOps bridging
longstanding ethnic divides.

Conclusion

Banks have become important
parts of many financial systems,
with attendant potential financial
stability”.
CoOps may not be the complete
solution to the world’s problems, but
they are certainly a significant part
of the solution – growth through
people’s participation
Source:
http://www.un.org,
http://shodhganga.inflibnet.ac.in/
bitstream/10603/2502/10/10_
chapter%204.pdf
http://www.sociologyguide.com
rural-sociology/cooperatives-inindia.php

Today as the world faces unstable
financial systems, insecurity of
food supply, growing inequality,
rapid climate change and increased
environmental degradation, etc, the
CoOp sector, especially in India,
presents itself as an important tool
to realise sustainable Development
Goals (SDGs).
With a view to achieve rapid
development and social harmony, we
also need to promote new models
CoOps in services and in agri
processing sectors.
Internationally, there is a growing
consensus at all levels about the
important role CoOps play and can
play. The World Bank recognises
the role of CoOps in revitalising
the agricultural sector and the rural
economy. IMF survey, way back
in 2007 noted that “CoOperative
Maharashtra Economic Development Council, Monthly Economic Digest
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The co-operative Bank as a concept
is an association of persons united
voluntarily to meet their common
economic, social and cultural
needs through a jointly owned and
democratically controlled enterprise.
The co-operative structure is
designed on the principles of mutual
help, democratic decision making
and open membership, in view of
the fact that their ownership and
control are directly vested in the
hands of the members. In short,
cooperative bank is expected to be
mutual benefit society. The fact that
cooperative banks are distinguished
from Commercial banks, it conveys
that the cooperative banks not for
commercial purpose.
The narrations above are purely
technical and the reality today
is completely different. The
cooperative banks are working for
profit. The regulators expect them
to carry the similar compliance
norms as applicable to commercial
banks. The sovereign also refuses
to acknowledge them as a mutual
benefit society and taxes are levied
on them which are generally not
applicable to mutual benefit society.
However, we see that most of the
cooperative banks operate in an

environment that does not suit the
atmosphere of the commercial
competence. Let us for the sake
of comparison, look at the broad
differences between cooperative
bank and a commercial bank.
•

Comercial bank is a joint stock
company whereas cooperative is
a self-help, mutual society

•

Cooperative bank is “no profit
no loss” whereas commercial
bank is for profits

•

Commercial banks are fully
regulated by RBI whereas
cooperative banks are under dual
control of RBI & cooperative
registrar.

Can we today really call these
to be the differences? While the
commercial banks are fighting with
the latest available techniques, can
cooperative banks, after keeping the
commercial objective, fight with the
ancient techniques?
I feel, its time for all the cooperative
banks to think through and take the
corrective measures to ensure they
are doing justice to their cause of
existence and not merely get dragged
into the system compulsorily without
adequate measures in hand. The
measures will have to be evaluated
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from 8 dimensions.
1. Directors: The genesis of
cooperative banks has been social
cause. We can see in the history,
the noble personalities with the
vision of self-empowerment
created
the
cooperative
movement. The leaders would
put their name to stake and
ensure that people create faith
in the cooperative entities. The
sense of responsibility or the
sense of trusteeship. It was a
perfect blend of professional
cult with trusteeship approach
and social obligation.
Those banks who are able to
maintain this blend among the
directors are the ones successful
even today. Rest stuck to only
social obligations that ultimately
lead to unprofessional decision.
The commercial banks under
the control of RBI have been
able to maintain the professional
cult due to the regulatory
discipline. In one of the seminar
on cooperative banks, where
I was invited as speaker, one
of the participant director
said“we do not understand these
complicated regulations. We are
social workers and should not

OCTOBER 2017

27

Cover Story
be looked upon as defaulters
as we have not committed any
fraud if we go wrong, its just
that we were wrong in our social
judgement” This is the mind-set
many directors carry. However
they fail to understand that if we
accept the public money, we must
be responsible for the same. We
cannot do “social justice” on the
funds borrowed with the intent
of paying interest.
The directors are the leaders of
a bank. The vision of a leader
is a key to the success of any
enterprise. Today even visions
are copy paste. Unless every
bank directors do not brainstorm
their vision with respect to the
environment in which bank is
operating cooperative banks
will not see the light of hope.
Vision, again, is misunderstood
in terms of amount of business.
Everyone wants to be few
thousand crore bank. Well that
could be the outcome. The
vision needs more elaborate
aspects for an organisation to
excel.
2. Management:
Management
& professional nature of the
management is the only solution
to the success road map. The
vision set out by the directors
is implemented in letter &
spirit by the management. My
observation across the sector
is except for few banks, the
management in the cooperative
sector is only in the hands of the
directors. The people engaged
28
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as management merely conduct
the business as directed by the
directors. The independence is
completely missing. Therefore,
even in this case, the successful
banks in this sector, we may
observe have independent &
capable management structure.
There is a usual complain that
the professionally qualified
people do not wish to come
to this sector. In fact my
observation is wherever the
independence is provided; the
professionally qualified people
wish to make inroads. So if staff
with the professional ability is
not available, in most of the
cases it can be construed that
the independence is missing.
3. Infrastructure: Infrastructure
is enabler. There is no better
enable than IT systems today in
the banking sector. There was a
time the business increase would
be seen in terms of increase in
number of branches. Branches,
in today’s banking terminology
are called liability centres. The
entire market war is about
having intelligent IT systems. In
fact I would say that the vision
of the bank is highly dependent
on the systems that bank wishes
to have. Many times increase in
business without adequate IT
enablers would be disastrous.
The key to survival is customer
service. Customer loyalty will be
determined by convenient and
innovative delivery of products
and personalized services. In

the '70's and '80's, banks were
marketing to a generation
that was comfortable only
with personal interaction at a
branch. That generation was
sceptical of "impersonal" service
and did not like computers.
Banking convenience was about
having a "branch" in one's
neighbourhood. Today, personal
service and convenience though
are still the critical factors in
the banking relationship, they
have different form. Consumers
still would bank with a financial
institution they "know," and one
who "knows" them, but they do
not necessarily want to go to
the branch. They are tech savvy.
Convenience is about banking
when they want, and where they
want. They expect fast, efficient,
and accurate service. The only
way to cost effectively cater to
these needs is through intensive
use of the most advanced
information technologies and
through good people trained in
the use of these technologies.
4. Finance: Every business is a
finance business. The input is
finance and the output is finance.
The process in between changes
as per the respective skills,
interest and needs. Banking
business can be broadly divided
into three segments: Customer
operations,
Treasury
and
compliance. The compliance
includes the finance, accounting
& regulatory functions. While
the customer operation is the
purpose of the existence of a
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bank the other two functions
are the backbone of the entity.
Again, the banks who manage
these functions well are the ones
among successful banks.
Treasury is completely ignored
by the large section of
cooperative banking sector. In
the era of competitive interest
rates, many commercial banks
survive only on efficient treasury
management while their interest
income verses interest expense
is almost the same. This fact is
not just ignored, but many banks
are unaware of the benefits
of efficient management of
treasury. We must note that it is s
disservice to your customer base
if we keep treasury money idle
into debt market without giving
it a fair look.
The entire banking system,
today, misunderstands balance
sheet management to be
NPA management. Although
cooperative sector, many times,
justify their NPA levels pointing
out to the similar situation in
the commercial banks, it may
be noted that the reasons are
completely different. In spite of
the huge bad loan phenomena
there are few commercial or
even cooperative banks managed
their levels well. What matters is
the advance information system
to deal with such situation.
The timely action, without any
prejudice or favour can help
banks salvage the situation.
Cooperative banking is unique.

It is a business where monies
are accepted from public and
disbursed to the needy members.
Hence the members are the
direct beneficiaries. The directors
are representatives of these
beneficiaries. Hence technically
there is no financial stake
involved for the management
who execute or directors who
sanction the loans to their own
fraternity i.e. members. In such
a situation, the responsibility of
robust risk management is all
the more crucial in cooperative
banking to ensure depositor
confidence. Hence keeping this
finance function constantly
updated with the new techniques
of management is crucial to the
survival. The commentary under
the “management” paragraph
above would get highlighted at
this juncture as well.
5. Customers: Every business
entity must have its market
knowledge. Many of the bad
loans analysis show that the
banks have given loans to the
sectors where they did not have
the capacity to assess the risk
factors involved with it. There
is a saying that if you take Rs.
1 lakh from the bank, the bank
owns you. However if you take
Rs. 100 crore from a bank, you
own a bank. It basically means
that if a bank gives loans beyond
its risk taking capacity it creates
financial stress.
Cooperative
banks
were
originally formed with the intent

Maharashtra Economic Development Council, Monthly Economic Digest

of providing easy loan process.
These customers were the ones
who were genuine but were
not equipped to provide the
necessary stringent document
norms generally required by the
commercial banks. However
over the period, cooperative
banks started competing with
commercial banks not only in
terms of service products but
also in terms of balance sheet
size. Some who were aware of
the risks did take necessary steps
to mitigate adequately however
most simply followed the suit
without adequate risk measures.
It is necessary for cooperative
banks to contain themselves
to a particular few segments
whether in terms of loan size or
industry exposures. Today many
cooperative banks are stuck
with large customers and many
commercial banks enjoying the
loyalty of small customers.
In fact, newly entrant payment
banks should have been the role
of cooperative banks. India is a
market where small customers
are available in large numbers.
Crossing of LaxmanReshaof
small loans & Investment
Avenue is the long forgotten
rule by the cooperative banks
operating in urban areas, which
needs to be re-established.
6. Accountability: Accountability
is a serious issue in Banking. The
issue relates to
OCTOBER 2017
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Only some or none of staff
were subject to individual
accountability



Focusing too much on
initial approval, rather than
on-going probity; and



Lines of responsibility
were too often unclear so
as to attribute individual
responsibility.

Further
accountability
in
cooperative banks is not been
able to find ground on account
of reasons mentioned above
relating to blurred line between
the board & the management.
7. Advisors: It is impossible for
any organisation, be it small
or large, to engage staff for
every need of the organisation.
Finding the right advisors has
always proved to be helpful for
the success path. Many times
it is observed that the small
organisations would undertake
the transaction with ignorance
and then expect the consultant
to repair the situation later.
This practise has led to banks
engaging the advisors who
have no choice but to quick fix
the problem. This further had
given rise to an environment
that the quick fixes is the only
way to overcome the problem.
Any long term advice at such
a juncture is considered bad in
nature. RBI therefore has been
insisting the expert directors on
the Board to play this role. The
30
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difference between the large
commercial organisation and a
small cooperative organisation is
large organisation would consult
the way out prior to entering
the transaction and small
organisation fire fights once
caught. The advance planning
is missing not the conduct of
a transaction. Advisors play
crucial role here.
8. Regulatory Considerations:
Cooperative
banks
need
special consideration from
the regulators in many ways.
However over the period RBI
expects them to be at par with
commercial banks in respect of
many of the norms. Although
the intent is appreciated, the
practical difficulties need to be
addressed to ensure that not
only the sector survives but the
individual bank does not get
into the clutches on technical
grounds.
The
regulatory
inspections, many times, create
differences, not on account of
non-compliance, but difference
of perception or interpretation
as carried by the management
& the inspecting officer. The
redressal mechanism is very
rigid. It is necessary for a
regulator also to give re-look to
these processes. As we all know
the Insolvency & Bankruptcy
Act has come into force. No
doubt, it is not applicable to the
banks. The idea behind this is
quick decisions and assistance

on resolutions, if given timely,
the losses on account of either
mismanagement or business
feasibility can be minimised. In
respect of stressed banks if a
similar view is taken I am sure
the cooperative sector will reemerge as a dominant player
in the rural and small segment
economy.
Every bank, unless puts itself
on to the test of each of the
aspects mentioned above, its
own assessment would be
incomplete.

Maharashtra Economic Development Council, Monthly Economic Digest

Cover Story

Co-Operative Banks
- Need For Introspection

"Co-operation has failed, but co-operation must succeed" –
Pandit Jawaharlal Nehru.
Mr. C N Vaze

The idea of co-operation was
introduced in the commercial activity
in our country several decades ago.
It has been working with a mixed
success. The principle of mutuality
is the foundation of co-operative
movement. It has been commonly
implemented in many fields such as
housing, dairy, labour, consumergoods, sugar industry, cottage
industry, credit and so on.
Co-operative banks are a little
removed from the hardcore or
typical businesses done in cooperative sector. A co-operative
credit society is analogous to a cooperative bank. But there are a few
technical differences between the
two – namely:• By definition, a co-operative bank
is a co-operative society engaged in
banking business. It has to obtain a
banking licence from Reserve Bank
of India.
• A co-operative credit society
does not have a banking licence. It
can accept deposits only from its
members and it can do business only
with members. A co-operative bank
can accept deposits from public at
large.

Mr. C N Vaze
Chairman of Janakalyan Sahakari Bank.
Email - cnvaze@cvk-ca.com
• One more distinction is that a cooperative credit society’s income
is by and large tax free in view of
deduction allowable under section
80P of the Income Tax Act, 1961.
This deduction is not available to a
co-operative bank.
Unfortunately, the income tax
department conveniently overlooks
these distinctive points and keeps on
harassing the credit societies. They go
to the extent of disregarding the fact
that a co-operative bank is basically
and essentially a co-operative society.
This fact is relevant because any
interest or income received by a
co-operative society from another
co-operative society (including a cooperative bank) is tax free.
The
other
Regulators
also
unfortunately do not have a healthy
attitude
towards
co-operative
institutions; especially towards cooperative banks. Co-operative banks
basically came into being to cater to
the credit needs of small and medium
borrowers and of a common man.
Borrowers also are not too wellorganised. There were and are
certain advantages in the sense that
there is more personal rapport with
customers, decision making is rather
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quicker, formalitiesare simpler and so
on. There was a social and economic
justification to give tax concessions
to the co-operative banks. However,
this exemption was withdrawn from
the Assessment Year 2007-08.
We have also been experiencing the
treatment given to the co-operative
banks by Reserve Bank of India.
However, there is no use merely
blaming the Regulators. We also
need to introspect. What do we find?
Firstly, most of the co-operative
societies including co-operative
banks were controlled by politically
influential people. They used the
banks only for their own self-interest.
There was lack of professionalism.
There were no scruples, no financial
discipline, no proper documentation.
All this resulted into huge NPAs as
most of the loans given were bogus.
In recent years quite a few cooperative banks had to be liquidated
and thousands of common citizens
lost their money. This was a serious
blow to the credibility of co-operative
banks. And this was reflected in the
attitude of Regulators towards cooperative banks.
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Secondly, many co-operative banks
were formed either on the basis
of some social ideologies, or for
a particular community or for a
particular local area.
However,
these banks later on expanded
themselves and crossed the barriers
of district, or even the State.
This led to competition amongst
themselves. Thus, in a close vicinity,
there are often more than 10 cooperative banks competing amongst
themselves.
Thirdly, initially such banks were
small. Their paying capacity was
limited. So they could not afford
to pay well to talented people. The
recruitment was made not necessarily
on merit but other considerations
like allegiance to an ideology, or
caste, community, residence in local
area; or even political influence.
This incompetence mars efficiency
of the banks. If lower staff is not
very competent and dedicated, the
middle and top management find it
difficult to perform effectively. This
adversely affects the performance of
the bank.
The reality revealed in recent years
is that despite all the resources
and talent at the disposal of public
sectorbanks, their performance is
also not significantly better than that
of co-operative banks. However,
they are protected and supported
by the Government. On the other
hand, there is no such savior to cooperative banks. So, if they don’t
perform, they have to die! The
theory of ‘Survival of the fittest’ is
applicable to them. The Government
32
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has realized the wastages in public
sector banks and therefore is in
the process of consolidating a few
banks.

Co-operative banks should
learn a lesson from this
scenario.
In order to survive in the fierce
competition of today’s world, one
has to be very strong. It is true that
although the trend is to have a very
gigantic size in a corporate sector, the
small cannot become extinct. There
is always a need to have smaller
organisations as well. But ‘small’
and ‘big’ are relative terms; and
small should not look like ‘tiny’ in
comparison with huge public sector
banks. The size always matters.
Therefore all the co-operative
banks would do well to consider the
following points:i.

Merger of a few co-operative
banks, especially like minded
ones – into a reasonably large
bank.

ii. The large size will attract
talented personnel and the large
bank can afford them.
iii. Avoid or minimise competition
among themselves.
iv. Come together to make
effective representations to the
Government and Regulators.
Today, the co-operative banks
account for only about 3.5% of
the total business of banking
industry. Naturally, the sector
is side-lined and does not
command due respect. Hence,

co-operative banks cannot be
assertive.
v.

If they are reasonably big and
if talented people see growth
opportunities, they will be more
loyal and stable. That will bring
professionalism in the banks’
functioning. Then customers
will not have unreasonable
expectations from the bank.

vi. Make more and more use of
technology to cater to the needs
of new generation. The capital
expenditure also can be shared.
vii. Focus on brand-building not
only in appearance but also in
quality of service.
viii. Attract large borrowers by
consortium
arrangements
so that the large corporate
borrowers do not leave the cooperative banks, when their
needs increase.
ix. In the process of consolidation,
the directors of various cooperative banks will have to
leave aside their egos. The
consolidated entity will enjoy
economies of scale. Internal
competition can be eliminated
or minimised. This can result in
a sizeable saving in expenditure
on manpower, advertising,
maintenance of properties and
so on.
In short, there is an imperative need
to think radically; review the present
ways of functioning and taking
pro-active steps with a long-term
perspective.
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Dr. Tulsi Jayakumar

Transforming the agricultural sector
and making India food self-sufficient
crucially hinges on the availability
of agricultural credit. It has been
shown that credit is an important
determinant of value-added in
agriculture. In a study assessing the
relationship between institutional
credit
to
agriculture
(from
commercial banks, cooperatives
and Regional Rural Banks) and
agricultural Gross Domestic Product
(GDP), the Reserve Bank found a
positive and statistically significant
elasticity – every 1 per cent increase
in real agricultural credit results in an
increase in real agricultural GDP by
0.22 per cent with a one-year lag1 .
Despite an increase in the share of
institutional sources in agricultural
credit and a waning of the
importance of the non-institutional
sources, especially moneylenders,
there have been several constraints
on the supply of agricultural credit
including the following-

Rural Cooperatives in India:
Analyzing Primary Agricultural
Credit Societies as Drivers of
Agricultural Growth

Dr. Tulsi Jayakumar
Dr. Tulsi Jayakumar is Professor of Economics and Program Head, PGPFamily Managed Business at S.P. Jain Institute of Management & Research,
Mumbai
Email: tulsijayakumar@gmail.com

•

There has been a huge demand
–supply gap of the order of
14 per cent as a proportion of
the actual supply of agricultural
credit.

•

Very high cost of agricultural
credit

•

High transaction costs on
account of a number of factors
including (i) insistence on
collateral (ii) complicated loan
administration procedures (iii)
distances from the villages to the
branches (iv) higher monitoring
and follow up costs (v) culture
gap between bank officials and
farmers (vi) political interference
(vii) inflexible lending policies
and
procedures
including
cumbersome
documentation
(viii) difficulties in recoveries
of overdue loans (ix) lack of
provision for consumption
credit (x) absence of effective
systems for screening credit
risks and finally (xi) a misplaced

belief that the borrowers in the
agricultural sector, particularly,
small and marginal farmers
with low per capita incomes are
risky and hence non-bankable.
Such high transaction costs,
which include expenses incurred
in appraisal of borrowers,
processing,
documentation
and disbursement charges,
loan
monitoring/supervision
and collection, and the
proportionately allocated cost of
branch, division and head office
expenses need to be reduced
in order to lower the cost of
delivery of credit and cost of
funds to the ultimate borrower
in the agricultural sector2 .
Given the importance of
agricultural credit in ensuring
food
self-sufficiency
as
also ensuring price stability
of food articles, the role
of
cooperatives
becomes
important. Cooperatives, given
their unique nature of member-

Reserve Bank of India, Monthly Bulletin, August 2012.

1
2

Ibid.
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owned,
member-controlled
and member driven businesses,
provide a viable alternative to
the pure state-controlled or the
pure free-market organisations.
They can, by avoiding the
excesses of a free market as well
as the inefficiencies of a pure
state controlled organization,
offer greater scope for inclusive
growth. Such inclusive growth
becomes even more significant
in the context of globalization,
with its in-built bias of generating
inequities. Their emphasis on
local knowledge implies that
there could be a significant
reduction in transaction costs.
With their restriction to basic
banking, the cooperative model
can be viewed as a much more
sustainable, as also inclusive
model. Strengthening of the
rural cooperative credit structure
can help provide credit to the
rural sector, which in turn can
help ease supply constraints
within the agricultural sector.
Such a strengthening of the
cooperative structure amidst
globalization can help meet
the challenges of globalization
better.
The strengthening of the rural
cooperative credit structure
hinges critically on the grassroot level organisations- the
Primary Agricultural Credit
Societies (PACs). This paper
looks at the opportunities and
challenges facing the PACs
in India. Section 1 provides a
brief historical overview of
cooperatives in India. Section 2

looks at the structure of rural
cooperatives and provides the
rationale for studying PACs as
the ways and means to analyse
rural credit as providing the basis
for agricultural growth. Section
3 analyses the performance of
the PACs in terms of salient
parameters, both at an aggregate
level over a decade, as also
at a regional level. Section 4
looks at the constraints on the
working of cooperatives in
India, especially PACs. Section 5
provides concluding remarks.
1. BRIEF HISTORICAL
OVERVIEW OF
COOPERATIVES IN
INDIA
Cooperation and cooperative
activities were prevalent in India,
even before the emergence of
formal cooperative structures.
Thus, Devarai/Vanarai, Chit
funds, Kuries, Phads, Bhishis
and Lanas, among others
were the various methods of
cooperation practised in various
parts of the country3.
The first set of cooperatives
came up in 1904, as a
result of the passing of the
Cooperative Credit Societies
Act, 1904 followed by a more
comprehensive
Cooperative
Societies Act, 1912. With all
the Committees pointing out
to the important role of the
cooperative
structure,
the
government took an active
role in the encouragement,
promotion and patronage of
cooperatives.

In 1919, with the passing of
the Reforms Act, ‘Cooperation’
became a subject of the
provinces. This move was
further
strengthened
with
the Multi-Unit Cooperative
Societies Act passed in 1942
(later replaced by the Multi
State Cooperatives Societies
Act, 1984), which delegated the
power of the Central Registrar
of Cooperatives to the State
Registrars for all practical
purposes. The Agricultural
Credit Organization Committee
headed by Sir Manilal Nanavati
as Chairman, recommended
organisation of all credit
cooperatives as multi-purpose
cooperatives, as also a threetier cooperative credit banking
system.
The Cooperative Movement
witnessed active government
participation up to the Eighth
Five Year Plan (1992-1997). The
basic premise of such a policy
was the view that the government
should ensure adequate supply
of cheap institutional credit to
rural areas through cooperatives,
failing which there either had to
be reorganisation of existing
institutions, or creation of
new types of institutions.
The government’s financial
involvement in cooperatives
affected
the
functioning
of cooperatives and all this
ultimately began to affect the
quality of the portfolio of the
cooperatives.
From the Ninth Plan (1997-

Government of India, Ministryof Agriculture, Report of the High Powered Committee on Cooperatives, 2009,
http://www.indiaenvironmentportal.org.in/files/hpcc2009new.pdf
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2002) onwards, a move
towards organising self-reliant
cooperatives had been made
through putting in place a Parallel
Cooperative. A Ministerial
Task Force was set up in 2002
to implement the National
Cooperation Policy. Its terms of
reference included doing away
with the multiple parallel state
laws, as also bringing about depoliticisation of cooperatives
through appropriate rules and
regulations debarring Members
of Parliament or Legislative
Assembly from holding office
of a cooperative society.
Several Committees were set
up to go into the problems
plaguing
the
cooperative
sector
and
recommend
improvement in their working.
Some such committees set
up in the last decade included
the Vaidyanathan Committee
in 2004, the High Powered
Committee on Cooperatives in
2009 and the Bakshi Committee
set up in 2013. The Bakshi
Committee, in particular, had
been asked to go into issues
pertaining to consolidation or
de-layering of the Short-term
Cooperative Credit system
(ST CCS) when the latter was
unviable.

2. STRUCTURE OF
RURAL CREDIT
COOPERATIVES IN
INDIA
Rural credit cooperatives born
more than 100 years ago,
developed into two distinct
streams of agricultural credit:
4

one basically meeting the crop
loan requirements of farmers,
called the Short-Term Credit
and the other supporting farmer
level capital investments in
agriculture i.e. the Long-term
credit. The former, aimed at
meeting the short-term crop
loan requirements, comprises a
three-tier structure in most of
the states. Primary Agricultural
Credit Cooperative Societies
(PACS) with farmers as their
members form the base of
this structure. District Central
Cooperative Banks (DCCBs)
are at the intermediate level,
with PACS as principal affiliated
members, and the State
Cooperative bank (StCB), with
DCCBs and other cooperatives
as its principal members, are
located at the apex state level.
This three-tier cooperative credit
structure is popularly known
as the short-term cooperative
credit structure (ST CCS).
The ST CCS functions as a
three-tier structure in 16 states;
while in 13 smaller states &
union territories, PACS are
directly affiliated to the St CB

and the ST CCS functions as a
two tier structure. In 3 states, a
mixed structure, i.e., two tier in
some districts, and three-tier in
the other districts operates.
The
long-term
credit
cooperatives comprise of State
Cooperative Agricultural and
Rural Development Banks
(SCARDBs)
and
Primary
Cooperative Agricultural and
Rural Development Banks
(PCARDBs). 4
Figure 1 summarises the
structure of rural cooperative
credit institutions in India as on
March 31, 2016.As at end-March
2016, India’s rural co-operative
banking
sector
comprised
of 93,913 rural co-operative
credit institutions, including
short-term and long- term
credit institutions. Of these,
the number of PACs alone was
92,789.
Attempts to revitalise the
cooperative credit structure thus,
cannot succeed unless attention
is paid to the base of PACs.
As noted by the Vaidyanathan
Committee
Report
2005.

FIGURE 1: STRUCTURE OF RURAL COOPERATIVES IN INDIA
(as on March 31, 2016)
RURAL
COOPERATIVES
(93,913)

LONG-TERM (722)

SHORT-TERM
(93191)

SCARDBs
(20)

StCBs
(32)

PCARDBs
(702)

DCCBs
(370)

PACs
(92789)

Source: Report on Trend and Progress of Banking in India, 2015-16, p.16

Report on Trend and Progress of Banking in India, 2015-16
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“…………In the opinion of
the Task Force, a superstructure
can only be as strong as the base.
Recapitalisation and restructuring the
intermediate and upper tiers of the
cooperative credit structure, without
addressing the infirmities at the
primary level would defeat the objectives
of reviving and revitalising the CCS.
Primary Agricultural Credit Societies
(PACs) are the foundation of shortterm cooperative credit structure and
much of the weakness of the upper
tiers is because of their poor financial
health and deficiencies in the way they
are organised and managed.”

of institutional flow to the
agricultural sector, cooperatives
seem to have a relatively weaker
role compared to RRBs and
scheduled commercial banks
(Table 1). Thus, while the flow
of institutional credit to the
agricultural sector has grown
by 96 per cent over the period
2010-11 to 2015-16, the share
of cooperatives in overall
credit (short as well as medium
and long-term) was only 17.5
per cent in 2015/16. This was
compared to the 68 per cent
share of the SCBs.

Yet, looking at the current flow

The
report
of
Expert
Committee

the
to

examine
the
Three-tier
ST CCS, 20135
notes the
importance of cooperative
credit in rural areas. The
share of cooperatives in
agricultural
credit,
despite
being low, as compared to
Scheduled Commercial Banks
or even RRBs, had a significant
role in the total number of
agricultural accounts held by
the banking system. According
to the Committee, although
cooperatives provided only 17
percent of agriculture credit
in 2011-12, such agricultural
credit was disbursed to 3.09

TABLE 1. FLOW OF INSTITUTIONAL CREDIT TO THE AGRICULTURAL
SECTOR: 2010-11 TO 2015-16
I. Production (ST credit)
Cooperative Banks
RRBs
Commercial Banks
Other agencies
Sub-Total (A)
II. MT/LT credit
Cooperative Banks
RRBs
Commercial Banks
Other agencies
Sub-Total (B)
III. TOTAL CREDIT (ST+ MT/LT)
Cooperative Banks
RRBs
Commercial Banks
Other agencies
GRAND TOTAL (A +B)

2010-11
64527
37808
216773

2011-12
81829
47401
266928

2012-13
102592
55957
314951

2013-14
113574
70697
388730

2014-15
NA
NA
NA

2015-16
NA
NA
NA

319108

396158

473500

573001

635412

640268

5578
6160
115933

6134
7049
101688

8611
7724
117540

6389
11956
120275

NA
NA
NA

NA
NA
NA

127671

114871

133875

138620

209916

237259

70105
43968
332706

87963
54450
368616

111203
63681
432491

119663
82653
509005

138469
102483
604376

153295
119261
604971

446779

511029

607375

711621

845328

877527

Source: Government of India, Ministry of Agriculture & Farmers Welfare, Agricultural Statistics at a Glance 2016, p.369, http://eands.dacnet.nic.in/PDF/
Glance-2016.pdf
5

https://www.rbi.org.in/scripts/PublicationReportDetails.aspx?ID=697#1
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and only 9 lakh new farmers by
RRBs. About 66 percent of the
loans by cooperatives were to
the small and marginal accounts
indicating a greater attention
to the neglected and side-lined
category of small and marginal
farmers. However, only 10
percent of the agricultural loans
issued by PACS were supported
by deposits mobilized by them.
90 percent had to be provided
to PACS by DCCBs either from
their own resources or through
borrowings.
Almost 41 percent of the loans
provided by PACS were for
non-agricultural purposes. The
average loan size of PACS worked
out to Rs. 27,405 per account
and varied hugely between less
than Rs.1, 000 in Jammu and
Kashmir (J&K) to over Rs.
60,500 in Punjab. The average
agricultural loan per account also
varied similarly from less than
Rs. 1,000 to almost Rs. 80,000
in the same states. Only a little
more than 4 crore members
availed loans from PACS out
of the total membership of
over 9 crores signifying that the
majority of the members did not
avail of loan services.

3. ANALYSIS OF PACS
3.1. Performance of PACs over a
decade
Figures 2.1 – 2.3 depict the performance of PACs over a decade:
Source: National Federation of State Cooperative Banks Ltd. , “ Performance of Primary Agricultural
Credit Societies 2015-16,” http://nafscob.org/basicdata/PACS-2016.pdf

crore farmers during 2011-12
compared to only 2.55 crore
farmers serviced by commercial
banks and 82 lakh by the RRBs.

In fact, cooperatives financed 67
lakh new farmers during 201112 compared to 21 lakh new
farmers by commercial banks
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The number of primary rural
co-operative credit institutions
(both short- and long-term)
decreased to 93,913 in 201415, from 94,718 in 2013-14.
The share of short-term credit
co-operatives, comprising state
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dormant or defunct. Of these,
the highest proportion of viable
(33.81%) and potentially viable
(43.67%) are in the Western
zone, while the North-Eastern
zone has the lowest proportion
of viable and potentially viable
PACs.

Source: National Federation of State Cooperative Banks Ltd. , “ Performance of Primary Agricultural
Credit Societies 2015-16,” http://nafscob.org/basicdata/PACS-2016.pdf

co-operative banks (StCBs),
district central co-operative
banks (DCCBs) and primary
agricultural credit societies
(PACS), stood at about 93
per cent of the total assets of
the rural co-operative credit
institutions at end-March 2015.
During 2014-15, the balance
sheets of short term-rural cooperatives, except primary
agricultural credit societies
(PACS),
had
undergone
deceleration in growth while
the balance sheets of long-term
rural co-operatives had exhibited
accelerated growth. At the same
time, there was an improvement
in asset quality across all rural
co-operatives even as most of
them registered a decline in net
profits.
Membership has grown over
2006/07 to 2015/16, although
the membership has declined
since 2013-14. Similarly, the
number of borrowers has also
grown.
The total borrowings of PACs
has been growing over the years,
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The membership of PACs
in 2015-16 was 12.73 crores,
of which the Southern zone
accounted for the highest
(41.33%) membership.



Of the members, 11.7%
belonged to Scheduled Castes,
while 7.05% were Scheduled
tribes. Of the membership
belonging to SC-STs, the
Southern Zone accounted for
the highest coverage of SCs40.74%, while the Eastern
Zone accounted for the highest
proportion of STs-37.94%



35% of the members were small
farmers, 4% were rural artisan,
while 42% were marginal
farmers.



54% of the members in the
Southern Zone were small
farmers, while 57.55% were
rural artisans.

while PACs have been able to
mobilize deposits as well.
The proportion of overdues
to demand has declined
significantly from 33% to 17%
over the period.
3.2. Region wise analysis of PACs
A region-wise analysis of PACs
reveals the following:


Of the 93367 PACs, the Western
zone comprising of Goa, Gujarat
and Maharashtra accounts for
the highest number of PACs in
India (32.11%), compared to the
North-Easter zone comprising
of Arunachal Pradesh, Assam,
Manipur, Meghalaya,Mizoram,
Nagaland,Sikkim and Tripura
accounting for 3.75% of the
overall PACs.



The PACs covered 585453
villages of India. PACS in the
Eastern zone covered the largest
number of villages.



Only 62050 (i.e. 66.4%) of these
PACs are financially viable, while
18615 (19%) are potentially
viable. The remaining are either

Capital structure and Borrowings
from PACS


The total paid-up share capital
of PACs in 2015-16 was Rs.
12281.11 crores in 2015-16. The
southern zone accounted for
the highest paid-up share capital
(43.71%) among PACs.



6% of this paid-up capital
was accounted for by the
government.



The total reserves of PACS was
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Rs. 12162.073 crore, while total
deposits were Rs.101065.4789
crore and total borrowings were
Rs. 112690.2919 crore


Only 4.62 crore of the 12.73
crore members of PACS were
borrowers. Of the 4.62 crore
borrowers, only 11.5% were
SCs, while 7% were STs.



Of the borrowers belonging
to SC-STs, the Southern Zone
accounted for the highest
coverage of SCs- 41.03 %, while
the Eastern Zone accounted for
the highest proportion of STs38.25%



40% of the borrowers were
small borrowers, while 4% were
rural artisans.



The southern zone, with its
57.54% of small farmers and
69.43% of rural artisans was
the most inclusive in terms of
catering to the disadvantaged
groups in the society.

Loans & Advances by PACs






In 2015-16, PACs disbursed
loans and advances amounting
to Rs. 180823.5 crore. The
share of the southern zone in
such loans and advances was
highest (62.23%).
The proportion of overdues to
the total demand was 17.6%.
This proportion was the highest
for the North-Eastern zone
(48.13%)
44896 societies were in profits,
while 37112 were in loss.
Figure 2 depicts the region-wise
distribution of such societies.
The central and northern regions
emerged the strongest with the

number of profit-making PACS
far exceeding the number of
loss-making ones.
4. CONSTRAINTS
THE
WORKING
COOPERATIVES

ON
OF

The Vaidyanathan Committee in
its report had noted, “The Revival
Package (RP), …., must include
assistance for restoring the PACS to
acceptable levels of financial health. It
must put in position an environment
and specific measures that could enable
the PACS to evolve into democratic,
self-governing and financially well
managed institutions.”(p.27, Ch 4).
However, there exist several
constraints on the effective
functioning of cooperatives.Despite
their existence for more than 100
years, the STCCS is plagued with
numerous problems and challenges
that have been noted by successive
Committees set up for the purpose.
The salient constraints and
challenges facing the working of the
cooperatives, especially the PACS are
the following1. A large proportion of inactive
members leading to problems
of governance of PACS. Only a
little more than 4 crore members
availed of loan services from
their PACS out of 9 crore
members.
2. A large proportion of nonagricultural
loans
(41%)
disbursed by PACS. As such, they
do not perform the function for
which they were constituted.
3. A reduction in the proportion
of agricultural loans disbursed
by CCBs in 2012 compared
to 2008. It was found that the
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proportion of NPAs was greater
fro non-agricultural rather than
agricultural loans.
4. Only about 10% of the loans
issued by PACS was supported
through own deposits. The rest
90% had to be provided by
DCCBs either from their own
resources or through borrowings
5. PACS faced keen competition
from RRBs and Commercial
Banks. While deposits with
PACS were not covered by
the DICGC unlike that of the
latter two, the government’s
financial inclusion drive as well
as the program to transfer all
the government benefits directly
to the ‘Aadhar enabled savings
accounts’ of the beneficiaries as
a national agenda is further likely
to reduce the probability of
deposit mobilization by PACS.
As noted by the Bakshi
Committee
report
(2013),
..............In fact, a flight of deposits
from PACS to savings bank accounts
of commercial banks and RRBs,
even when they are serviced through
ultra-small branches or business
correspondents, cannot be ruled
out. While PACS are expected to
play increasing role in provision of
agricultural credit, their resource base
is not likely to grow, or in fact may
become smaller, and the need for their
resources to be supplemented byCCBs
would further increase, creating not
only issues of prudential borrowing
but also of corporate governance.
6. A higher proportion of term
deposits (58%) in the case of
CCBs compared to CASA
deposits (42%). This adversely
affects the cost of funds. While
OCTOBER 2017
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the overall deposits mobilised
by RRBs were lower, there was
a reversal in the proportion of
the term deposits to CASA
deposits in the case of RRBS.
As on 31 March 2011, the share
of term deposits was about
10% higher for cooperatives
as compared to commercial
banks and about 17% higher
than RRBs. While commercial
banks and RRBs mobilised
CASA deposits to an extent of
54% & 62% to total deposits
respectively, the comparable
share for cooperatives was 45%.
Because of such composition of
deposits, the cost of deposits
of the cooperatives worked
out to 5.9%, while the cost of
deposits of the RRBs was 5.0%.
This difference of about 1% in
cost of funds had an adverse
impact on the profitability of
the cooperatives.
7. Low capital Base- Lack of
capital, both debt and equity,
are the key impeding factors
for cooperatives. The low
member capital reduces the
leverage of raising debt, other
than mismanagement and poor
governance issues. Low levels of
equity imply a higher debt equity
ratio with the accompanying
hazards of actual cash flows
being possibly inadequate to
service the debt. Cooperatives,
unlike other corporate entities,
do not have access to capital
markets. In order to be
competitive in a globalized
scenario, cooperatives have to
necessarily grow and for that,
augmentation of capital at the
required pace is also necessary,
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as capital adequacy is one of the
important parameters to judge
the strength of an economic
business entity.
In 2012, 48 out of 366 CCBs
had less than the mandatory
4% CRAR levels. However, the
low CRAR is related to poor
governance and management
rather than the loan portfolios
per se, since 71% of the CCBs
with more than 30% share of
agricultural loans had a CRAR
of more than 7%. It was the
non-agricultural portfolio that
was seen to be riskier than the
agricultural portfolio.
8. Governance
IssuesIn
cooperatives, governance issues
are primarily focused on the
structure of the Board and its
relationship with members,
managers and the State. The
most important function of
governance, which is that of
aligning the tasks in tune with
the basic objective with which
a cooperative is organized, has
been found missing.
9. Cooperatives are not viewed as
economic institutions at par with
other business organizations.
The role of the State in
cooperatives has led to their
being seen merely as instruments
of government for public good.
There is no concern with regard
to their economic viability.
10. Board
and
Management
Interface and AccountabilityIn general, cooperative Boards
suffer from lack of long-term
perspective, market and business
orientation, understanding of
the cooperative way of business

and how it differs from other
enterprises, awareness about the
environment (e.g. globalization)
and using the knowledge for
furthering member interest. In
addition, they are also not able
to cope with the changing needs
of members and be responsive
to member needs. Also, conflicts
arise in most cooperatives
because of a lack of clear
demarcation between Board and
executive functions. Boards are
generally found to be assuming
operational
responsibilities
and disinclined to delegate
powers and responsibilities to
Managers. Striking a balance
between Board and Executive
functions is a crucial element
which determines the success
of a cooperative enterprise. The
law too does not clearly define
the roles, responsibilities and
accountability at different levels.
11. Lack of professionalism in
operations- There is a lack of
professionally qualified and
trained manpower. Frequent
changes in key officers’ postings
results in a lack of accountability
and thus affects the business
of the cooperatives. The laws
do not provide the required
autonomy to cooperatives in
matters related to staff strength,
remuneration payable, service
conditions etc. The lack of a
conducive work culture and
environment, apart from their
lack of financial ability to pay
market based compensation,
has meant that Cooperatives
have been unable to attract and
retain competent professionals
(particularly in areas such as
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marketing and finance).

13. Politicization of cooperatives
and control/interference by
the government-This has been
one of the most important
constraints quoted by several
committees.

there is still merit in continuing with,
and in fact strengthening the system
of cooperatives. One rationale
for continuing with them is their
large network, which is their major
strength. More significant is the
sheer depth of penetration in terms
of the location of these outlets. The
number of PACS located in hilly
terrains, deserts and other areas with
poor access far exceed the number of
rural branches of commercial banks
and RRBs. Being located in the rural
areas, PACs have better knowledge
of their existing and potential clients.
The large cooperative structure with
deep penetration and endowment
of local knowledge is an ideal
platform for agricultural growth in
an era of globalization and ensuring
that the objective of food price
stability is met. The cooperatives
can actually be truly involved
intimately with every letter of the
acronym FARMER, viz. Finance,
Allied Activities, Risk Mitigation,
Marketing, Extension & Research
Support and Resources other than
finance.6

5. CONCLUSION
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Co-Operative Banks In India

Management Issues and Challenges
Dr. S. D. Naik

What are Co-Operative Banks?
Co-operative banks are government
supported institutions which are
organised and managed with the
dictum of co-operation, self-help
and mutual help. They perform
all the banking functions like the
other banks in the country. In India,
these banks have been operating for
over 100 years. In rural areas, they
play the most vital role of microfinancing and rural financing. Their
major strengths are their easy local
reach, transparent interaction with
the customers and the services they
provide to the common people.
Co-operative banks in India are
relatively small financial institutions
which are governed by Banking
Regulations Act, 1949 and CoOperative Societies Act, 1965. They
operate both in urban and rural areas
and are registered under the Cooperative Societies Act, 1912. Thus,
there is a dual control of these banks
which sometimes leads to relatively
poor governance as compared to the
commercial banks which are under
the control of the Reserve Bank of
India directly.
Experts agree that co-operative
banks are best suited as vehicles to
42

OCTOBER 2017

Dr. S. D. Naik
Former Chief, The Economic Times Research Bureau, Mumbai and
Economic Editor, The Hindu Business Line, Mumbai Office
dr_sdnaik@yahoo.com

achieve financial inclusion in our
country. Firstly, the cost structure
of these banks is lower than that of
commercial banks, which includes
lower operating cost. They can pass
on a part of this benefit to their
customers. They offer relatively
higher rates of interest on savings
and term deposits as compared
to commercial banks. They also
charge negligible processing fees to
customers. Secondly, thanks to their
local nature, they have enormous
advantage over commercial banks.

Rural Co-operative Banks
Rural co-operative banks are
differentiated entities in terms of
their structure, capital funding and
mandate to cater to the credit needs
of small and marginal farmers and
rural artisans. These banks have
access to refinance facility from
NABARD and interest subvention
for agricultural loans from respective
state governments in order to
increase/maintain
agricultural
credit. In pursuit of public policy,
several welfare schemes of state
governments
are
channelized
through these institutions. Rural
co-operatives are also functioning
as ‘niche’ banks with limited area

of operation catering to the local
clientele.
With still a sizeable population
remaining without access to formal
institutional finance, the issue of
financial inclusion has taken a whole
new meaning in this 21st century.
Financial inclusion is not only about
credit but involves providing a wide
range of financial services, including
savings accounts, insurance, and
remittance products.
Rural Co-operative banks, with
their peculiar character of local
feel and democratic set up are
automatically placed at the centre of
any meaningful financial inclusion
drive. However, for their efficient
working, they need to focus on
corporate governance and imbibe
the current distributive technology
to offer low-cost products and turn
the tide in their favour against the
likely onslaught of competition from
small finance and payment banks
which have now come into existence.

Urban Co-operative Banks
Over the years, the urban cooperative banks have stream lined
their operations, started using
banking correspondents, offering
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no-frill accounts and promoting
microfinance activities. They have
also taken to computerisation
and application of IT. However,
for playing their part well, some
of these banks need massive
overhaul, become more efficient
and transparent in their operations,
stay clear of regional and local
politics and go for prudent credit
management.
The regulatory landscape of cooperative banking has been changing
in recent times. The Malegam
Committee and the high-powered
committee headed by R. Gandhy,
Dy. Governor of Reserve Bank
of India have provided valuable
insights on how the future structure
of these banks should evolve.
Malegaon Committee, for instance,
had suggested a new organisational
structure for urban co-operative
banks consisting of a Board of
Management, in addition to the
Board of Directors.
The idea was to segregate the
ownership of an Urban Co-operative
Bank from its functioning as a bank.
What is not going to change in times
to come is the focus on financial
inclusion. If anything, there will be
greater focus on the requirement
to bring unbanked people into the
banking space, for encouraging
entrepreneurship at the bottom of
the pyramid and promoting direct
transfer of cash benefits.
As per the latest available figures,
co-operative banks in India have
contributed to meeting the financial
requirement of 50 per cent of

India’s total population. Now there
are 9,700 such institutions in the
country, of which 1,600 are urban
co-operative banks, 2,700 are
commercial banks and the rest are
district and state co-operative banks.
Some 60 crore Indians are associated
with this banking sector.

Towards inclusive growth
Co-operative banks in India have
become an integral part of the
success of Indian financial inclusion
story today thanks to the continued
government support over the years.
They operate both in urban and
rural areas and are governed by
regulations like Banking Regulations
Act, 1949 and Co-operative Societies
Act, 1965.
These banks have helped India usher
in a new dawn of progress in respect
of financial inclusion by taking
banking to common people across
villages and towns in the country.
Earlier, money-lenders ruled the
roost – advancing credit to the needy
and desperate people at exorbitant
rates of interest. Though they still
exist in India, with the penetration
of co-operative banks across most
areas, their influence has come down
significantly. Now co-operative
banks provide need-based finance,
especially for people engaged
in agriculture-based operations,
including farming, cattle, milk etc.
along with small industries and selfemployment driven activities.
Now they have in India one of the
largest such networks in the world
with more than 200 million members
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with about 67 per cent penetration in
villages and fund 46 per cent of the
total rural credit. They also account
for 36 per cent of total distribution
of fertilisers in rural India and 28 per
cent of rural fair price shops. True,
co-operative banks have lesser scope
in offering a variety of banking
services compared to commercial
banks.
Even then, their role in India’s
financial inclusion story, particularly
in remote rural areas cannot be
denied. They have the potential to
deliver goods and services in areas
where both State and the private
sector have failed. They have the
advantage of local knowledge and
in the area of relationship banking.
Hence they need continued support
and encouragement from the
government.

Management Issues
Most co-operative banks, particularly
the State Co-operative Banks and
District Co-operative Banks in the
country are largely controlled by
politicians and local businessmen and
hence they suffer from trust deficit.
In May 2011, the then Maharashtra
Chief Minister, Prithviraj Chavan
had taken action against the
Maharashtra State Co-operative
Bank for financial irregularities. As
many as 55 members of the Board
of Directors, including members of
all political parties, were sent showcause notices and enquiries against
them are still going on. The bank
was controlled by members of the
Nationalist Congress Party (NCP)
at that time. The Madhavpura CoOCTOBER 2017
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operative bank in Gujarat had also
suffered the same fate because of
large wilful defaulters.
In many of the co-operative banks,
large-scale
irregularities
were
reported after the demonetisation
of high-value currency notes in
November 2016. According to press
reports, cash deposits in 285 district
co-operative banks across India had
surged six-fold in the first four days
after the recall of high value currency
notes after the announcement of
demonetisation on November 8,
2016, as compared to the reserves
a day before the announcement.
It was revealed that these banks
had deposited Rs.3,051 crore with
the public sector banks between
November 18 and November 18 (six
times the reserves with the district
co-operative banks on November 7,
2016.
After that the Reserve Bank of
India had banned these institutions
from accepting old notes. The RBI’s
no-exchange rule imposed on cooperative banks had hit the farmers
in rural areas badly. A few old people
standing in queues for long hours had
died. Due to job losses following the
cash crunch in power loom centres
like Bhivandi and many other places,
thousands of workers had suffered.
The daily-wage workers in many
places had to move back to their
native places due to lack of work.
Of course, we cannot paint all cooperative banks in the country with
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the same brush. There are quite a
few urban co-operative banks in
the country with excellent track
record and best possible governance
practices. They have branch offices
in more than one state and offer
excellent service to their clients. In
fact their track record is far better
than the public sector banks in the
country. Some of these banks have
been operating in the country for
about a century now and offer all
the facilities and services that are
provided by large public and private
sector banks in the country.

Poor Governance
One of the major shortcomings of
majority of co-operative banks in
India has been poor standards of
governance. They suffer from: (1)
Lack of corporate governance, (2)
Dual control, (3) Political interference,
(4) Lack of professionalism, (5)
Financial weaknesses, and (6) Lack
of professional management and
cost-competitiveness.
The co-operative banking sector
stands at crossroads today. On
the one hand, it has grown
tremendously, albeit not completely
in the desired fashion. It has
developed substantial credit base. As
a group, it has a strong credit base
in about half a dozen states of the
country. On the other hand, these
banks are structurally weak. Multiple
collapses have brought management
deficiencies to the fore frequently.
Political interferences and influences

are common in these banks.
Evidently, the current regulatory
structure for co-operative banks is
quite muddled. Urban co-operative
banks are registered and governed
by state governments under their
respective Co-operative Societies
Acts of the concerned states. They
also come under the RBI’s Banking
Regulation Act, 1949 and hence
they are under the RBI jurisdiction
as well. It is time for Indian cooperative banks to shape up or ship
out because growing competition
in the coming times will not spare
inefficiencies or allow complacence
which these banks have been used to
so far.
Former Reserve Bank of India
Governor Raghuram Rajan had
called for stronger governance and
greater accountability within the
co-operative banking sector and
had suggested good bank and bad
bank classification for these banks in
order to deal with the stressed assets
of these banks, which play a crucial
role in credit flow to rural areas of
the country.
In a move to bring urban co-operative
banks into the mainstream, Reserve
Bank of India had recommended
to the Government in August 2015
to amend laws to allow grant of
commercial bank licence to these
banks. RBI had set up a committee
chaired by one of its Dy. Governors,
R. Gandhi, on the Urban Cooperative Banking (UCB) system.
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This committee had suggested the
law to be amended to allow the exit
of these banks from the ambit of the
Multi-State Co-operative Societies
Act and come under the Companies
Act. The reason is, at present, the
Banking Regulation Act that governs
commercial banks, does not apply
fully to co-operative banks.

Summing up
It is no doubt necessary to initiate
measures by the concerned
authorities and stake holders to
remove the governance deficiencies
in this sector in order to enable
them to play a much great role in
the country’s financial inclusion
story. As Mr. R. Gandhi, the Dy.
Governor of Reserve Bank of India
had aptly put it in a speech delivered
at the silver jubilee celebration of the
National Institute for Rural Banking
(NIRB) at Bangaluru on 19th June
2015; co-operative banks are unique
in terms of their structure, clientele
and credit delivery. They have the
potential to play a much greater role
in the coming years in respect of
inclusive growth in our country.
Mr. Gandhi further said that the
resilience shown by these banks
during the recent global financial
crisis has underscored their
importance in the financial system
of both developed and emerging
market economies. Despite their
inherent weaknesses in terms of
low capital base, poor management
and intrusive policies of the state,

co-operative banks in India have
successfully
weathered
several
challenges during their century old
existence and continued to grow in
the competitive environment which
emerged following the Economic
and Financial Sector Reforms
initiated in 1991.
Against this backdrop, Mr. Gandhi
added that now the time is perhaps
ripe for these banks to strengthen
the regulatory framework to a
level of comfort by nudging them
towards capital compliance to the
rest of the industry level based on a
comfortable timeline. Accordingly,
the RBI has already initiated several
policy measures to strengthen the
co-operative banking sector by
gradually introducing the prudential
norms and regulatory prescriptions
for them on par with commercial
banks.
It is heartening to see that the
co-operative banks are showing keen
interest in diversifying their business
and broad-basing their clientele.
Hence one can hope that, with the
supportive regulatory environment,
adoption of technology and reorientation of business strategies can
act as enablers for co-operative banks
to contribute more meaningfully
in the equitable economic growth
across regions through their delivery
models.
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Cooperative Banks and
Socioeconomic Development

Dr. Dhananjay Samant

Dr. Dhananjay Samant

Abstract:
Cooperative
banks
have a unique role to play in the
socioeconomic development of
the nation, especially in the rural
areas. Nevertheless, the cooperative
banking system all over the world
is facing many issues, often
of a serious nature, which will
need some mature thinking and
statesmanship to resolve. Some of
it has to do with the adoption of
the latest technology to catch up
with the changing times as well as
appropriately tweaking the prevailing
regulatory structure. The cooperative
banking system is particularly
beneficial for the development of
the agricultural sector and local
businesses as it understands their
specific requirements more than the
commercial banks, and plays a critical
role in providing them need-based
finance. If collective growth is to be
aggressively promoted, especially in
the developing world, there is a need
to ensure that cooperative banks
are given all the policy assistance
required to catch up with their
commercial counterparts.
Keywords: Cooperatives, socioeconomic
development, agriculture, policy, collective
growth
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Introduction
Less than a century ago, money
lenders were ruling the roost in India
– advancing credit to marginalized
sections of society at usurious rates
of interest and exploiting them
financially to the extent possible.
Even though they continue to
exist in India, the penetration of
the cooperative movement has
considerably diminished the negative
influence they used to wield on the
socioeconomic life of the citizenry,
particularly in the countryside.
Thanks
to
the
deep-rooted
commitment
and
ceaseless
efforts of institution builders like
Dr. Dhananjayrao Gadgil, the
cooperative movement in the country
got a shot in the arm. Cooperation
appealed strongly to Dr. D. R. Gadgil
as it offered a real opportunity to the
masses to come together, to assume
leadership of an organization, and
to uncompromisingly promote
its public accountability. The
cooperative movement envisaged
by Dr. D. R. Gadgil could easily
accommodate experts with differing
political views, as long as they
were willing to act as cooperative

members and not as representatives
of different political parties. By
getting the best available talent to
sink their ideological differences
and unite on a common platform,
it was clearly a win-win situation for
society, as a whole. The cooperative
banking sector in India was born out
of the same basic conviction.
The cooperative sector is a key
partner of the Indian banking system,
especially since the cooperative
banks have more reach in rural
India, given their huge network of
institutional societies in far-flung
parts of the hinterland. Cooperative
banks also have an ideological base
which is more in tune with the
lifestyles and aspirations of the locals
at the grassroots level. Thus, they
remain the financial organization of
choice for adequately channelizing
the savings and investments of the
weaker sections of society.
While the cooperative banks in rural
areas mainly finance agricultural
based activities including farming,
cattle, milk, hatchery, personal
finance etc. along with some small
scale industries and self-employment
driven activities, the cooperative
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banks in urban areas mainly finance
various categories of people for selfemployment, industries, MSMEs,
home finance, consumer finance,
personal finance, etc.

Cooperative banks and
agricultural development
Agriculture continues to form the
backbone of the Indian economy,
especially in rural areas. It accounts
for nearly 15% of the GDP and is
a primary source of livelihood for
over 60% of the country’s working
population. Credit plays the role of
enhancing agricultural production,
improving productivity, and thus,
mitigating the distress of the farmers.
However, it is unfortunate that
the entire network of institutional
agencies has largely failed to serve
the interests of small farmers in the
less developed parts of India.
In this context, the rural financial
system in India needs to develop a
new and effective credit delivery
mechanism, which has the ability
to take care of the diverse and
expanding requirements of the
agricultural sector. More than
half of the total rural credit is
disbursed by the cooperative
banks and regional rural banks.
Many national rural development
programmes in the form of
cooperatives have endeavoured to
increase the availability of financial
services, reduce collateral or other
requirements,
and
proactively
adopt procedures to suit their rural
clientele.

However, due to the principle of
open membership, many cooperative
banks in India have come under the
control of well-to-do and powerful
farmers. The benefits of cooperative
institutions have thus, frequently
been diverted to serve the interest
of a select few. Most research
studies throughout the country have
confirmed the general belief that
there is an unhealthy concentration
of institutional credit allocation
in favour of the relatively large
farmers. Until the government takes
appropriate action and breaks this
unholy alliance, the smooth flow of
credit will continue to remain a vital
issue for a large section of the Indian
farming community, and the raison
d'être of the cooperative banking
system will get eroded.

Cooperative banks and
collective growth … the
Kenyan experience
As Kenya has shown the world,
cooperative banks contribute to
achieving a more equitable society.
Beginning half a century ago, the
rise of Kenya’s banking sector has
been defined by a willingness to
inspire change, especially among
the country’s cooperative movement
that has succeeded in transforming
the national economy. Even though
poverty still ranks high in the list
of concerns of Kenya’s 48 million
inhabitants, the country’s cooperative
movement has emerged as a decisive
tool in poverty alleviation and
boosting the livelihoods of the
socioeconomically marginalized.
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Shortly after Kenya secured
independence
in
1963,
the
Cooperative Bank of Kenya was
founded in 1965 with headquarters
in Nairobi by Kenyan cooperative
societies and unions well versed in
the difficulties of accessing credit
on home soil. Whereas commercial
banks in the country were then more
than happy to accept deposits, they
were unwilling to advance those
same customers credit, without the
guarantee of securities, financial
statements, credit histories, or
various other formal requirements.
However, the formation of the
Cooperative Bank enabled servicing
of previously neglected areas of
the Kenyan economy and paved
the way for sustainable prosperity.
Difficulties in accessing affordable
financial services led to the
cooperatives carving out their own
growth path, which culminated in
the establishment of their own bank
to serve their own interests.
The key feature distinguishing the
Cooperative Bank from its peers
is the activist and advocacy nature
of its business strategy. The Bank
regularly intervenes in selected
sectors of the economy with a
view to achieve transformation
in marginalized sectors, especially
agriculture, for the socioeconomic
benefit of the majority, who depend
on it for their livelihood. Following
this strategy means that the Bank is
better equipped to tackle the issues
worst afflicting those living in the
country, whether they be social,
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economic or even political, and thus,
make a measurable difference to
the lives of the citizenry. Opting to
reward the entire community, rather
than a select few, the Bank has surged
ahead of its regional competitors.
As a natural extension of its
business, the Cooperative Bank
also implements a robust CSR
programme. The Cooperative Bank
Foundation is the bank’s flagship
vehicle for social change and focuses
principally on matters of education
by supporting a scholarship scheme
for bright children facing difficulties
in paying for school fees. The
programme is currently financing
many students in both schools
and universities, and is set to grow
steadily over the coming years. With
maybe a few local modifications,
the Bank’s methods will be equally
applicable to benefitting similarly
socioeconomically
marginalized
communities throughout Africa
and much of the developing world,
including India.

Some issues faced by
cooperative banks
A key challenge facing many
cooperative banks is over-control
and regulation by the government.
Cooperatives are often subject to
more burdensome regulations vis-àvis their private sector counterparts.
There is also a relatively high time
and cost burden associated with
setting up a cooperative bank as
compared to a commercial bank.
The government needs to put in
48
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place a robust legal environment
with prudent regulation which will be
sensitive to the special requirements
of cooperative banks. This includes
the need for autonomy and voluntary
membership. Also, some government
agencies working with cooperative
banks do not fully understand their
specific governance structures and
histories. The concerned bureaucrats
need to be trained adequately to that
effect.
Various policy stipulations of the
government have also prevented the
cooperative banks from reaching
their full financial potential. Unlike
other commercial banks, cooperative
banks have to mobilize considerable
deposits, allocate a fair proportion
of their funds to priority areas
like agriculture, and compulsorily
lend to those who often cannot
afford any security. This dampens
their profitability and they are
frequently found to be functioning
under financial stress for reasons
arising out of increasing cost of
operations, shrinking revenues, and
the prevalence of overdues, arising
mainly due to the poor performance
of cooperative societies.
Another major issue affecting the
competitiveness of cooperative
banks is that they are relatively slow
and reluctant to adopt large data and
technology enabled cost-effective
solutions. Even though many Indian
cooperative banks have come a
long way in computerizing many of
their processes, there are still many

technological solutions which can
be implemented more innovatively
on their credit management and
risk management fronts. The recent
demonetization clearly brought out
the inadequacy of their infrastructure
in handling a financial crisis, as it
was found that most cooperative
banks were unprepared to handle
measures of such a proportion.
With young and tech-savvy Indians
looking more and more at innovative
banking solutions, cooperative banks
will need to rise to the occasion
and think outside the box if they
are serious about making financial
inclusion a reality. Today’s youth is
becoming increasingly reluctant to
accept anything but the best, and
cooperative banks in India will need
to gear up their offerings accordingly.
Some possible policy solutions

 Recognize the existence of the
local cooperative movement
and existing cooperative banks.
Become familiar with their
history and challenges, and
try to work with them. There
are, for example, cooperative
colleges operating across much
of east, southern and western
Africa who already work closely
with their local movements.
 Cooperatives
work
better
when they are networked, so
encourage the formation of
secondary cooperative networks
(federations or unions) to
help increase the performance
of primary cooperatives, by
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providing them a form of
mentorship.
 Help
develop
national
cooperative structures, or apex
bodies to represent the voice of
cooperatives in socioeconomic
engagement with government.
Also, use the power of
international networks as they
can be invaluable.
 Remember that cooperatives are
both enterprises and associations
of members, and both these
aspects need some form of
support and handholding to
enable society to achieve a state
of balanced development.
 Don't use just a single bottom
line to assess the 'success' of
cooperative banks, as they
deliver both social and economic
benefits for their stakeholders,
many of which are intangible
and unquantifiable.
Conclusion

The socioeconomic benefit of
cooperative banking can have a far
reaching impact, but such banks
need strategic policy support from
both the government as well as the
larger development community to
reach their full potential. To cope
with the rather precarious situation,
the cooperative banks and the
government need to rethink the
future of this sector and its role
in nation building activities, and
undertake some concrete measures
to revive it. This could include
more capacity building efforts at

the grassroots level, especially in
the rural areas, to facilitate better
bank-borrower relationships, the
realization of financial inclusion, and
the development of some form of
social security in the hinterland.
In recent decades, cooperatives
have made a comeback all over
the world. For transforming the
world though the UN’s Sustainable
Development Goals, the cooperative
banking system can and does make
major contributions. In meeting the
requirements of their members, the
cooperative banking system does
help to enhance incomes and secure
livelihoods for their members and
their communities. Cooperatives
are generally better at retaining
wealth locally and giving the
community a stake in the underlying
socioeconomic issues.

world of liberalization, privatization
and
globalization,
cooperative
banks go a long way in empowering
the local communities wherein
they operate. They deserve all the
policy support they can get. Let
us strive collectively to realize the
visionary dream of Dr. D. R. Gadgil
and his ilk.

Obviously, the cooperative banking
system cannot provide any complete
answer to the issue of eradication of
global poverty and the concomitant
socioeconomic injustice. However, it
is certainly an important part of the
solution, as it basically comprises a
global humanist movement revolving
around a set of fundamental values
and principles, which has historically
gone a long way in promoting
socioeconomic development and the
wellbeing of the masses. Cooperative
enterprises tend to build a healthier
socioeconomic
environment,
particularly at the grassroots level.
It is one in which inclusive and
sustainable development is easier
to achieve and maintain. In today’s
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Co-operative Banking in
Maharashtra

Mr. P.M. Deshpande,
Retd C E & G M (Tech) CIDCO Ltd
pmdeshpande_1144@yahoo.com

Mr. P.M. Deshpande

Co-operative movement can be
defined as a “Voluntary movement
of the people, carried out
democratically by pooling together
their resources for carrying on the
given activity, with the purpose of
achieving or securing certain benefits
or advantage which given to people
cannot get individually and with the
purpose of promoting certain virtue
and values such as self help, mutual
help, self reliance and general goods
of all.” The term Co-operative
Banks, though not formally defined,
refers to primary cooperative banks
which were traditionally centered
around communities, localities work
place groups. They are expected to
satisfy social needs of a man. In that
they can partially occupy the space
so far occupied by religion. They
essentially lent to small borrowers
and
businesses.
Cooperative
societies are based on the principles
of cooperation, - mutual help,
democratic decision making and
open membership. Cooperatives
represented a new and alternative
approach to organisaton as against
proprietary firms, partnership firms
and joint stock companies which
represent the dominant form of
commercial organisation. From
50
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its origins then to today, the thrust
of CBs, historically, has been to
mobilise savings from the middle
and low income groups and provide
credit to their members - many of
which belonged to weaker sections.
The low cost of establishment
and operations recommended the
establishment of such banks even in
places smaller than taluka towns.
The co-operative movement seen as
the balancing sector between public
sector and the private sector. The
movement was started as alternative
to Capitalism and Communism to
eliminate disadvantages in both
'Isms'. The Capitalism lead to
concentration of Financial power and
Communism lead to concentration
of Muscle power. Both were
unintended outcome at the start of

both 'Isms'. The thinkers started to
think why this has happened. The
conclusion was that it is because of
inequality of Motivational Value of
same entity to different communities
or persons. This lead to need to
evolve an 'Ism' which could deliver
different Motivational Value to
different persons and thereby evolve
leadership tolerant to differential
Motivational Values. This gave birth
to Co-operative Movement. The
Movement spread into all walks of
life shortly. The success could be
attributed to its basis being close to
Indian Mindset. In formative years it
was successful in creating aspirations
in common man that he can become
Industrialist or Businessman even
if he does not have capital. It was
meant for common man who does
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not want to be controlled by Money
power or Muscle power. It was
meant to develop Leadership and
Enterpreneurship. The movement
spread in various disciplines.
The Co-operative movement in
short time reached wide range of
activities like production, marketing,
distribution, and supply of range
of products. Its success lead to its
entry in service and banking sectors.
The banking sector raised the
aspirations of people. The leaders
started equating themselves with
Industrialists and Financers. They
also developed political clout. This
was the aim of the co-operative
movement. Some co-operatives,
specially, in manufacturing sector
developed professional approach
and became formidable Industry
professionally managed. As regards
banking sector, its clout in political
circles was realised. The persons
connected soon realised that their
power stems from their control
over a community attached to their
activity and from their usefulness to
political authority. The interaction
with political authorities aroused
political ambitions. Thus banking
was seen as stepping stone. In cooperative movement, in general,
it became necessary to keep own
flock together. In this process the
political leadership developed, in
fact the co-operatives became
training ground for political leaders
which is necessary.
Co-operative Banks are those credit
societies which undertake all kinds
of banking business including the

acceptance of all types of deposits
and the provisions of banking
facilities for their clientele, such as
making advances on personal surety,
issue of drafts, discounting Hundis
collection of Bills etc. The need for
Co-operative Banking arises from
the fact that Joint stock Banks are
not interested in providing credit
to the lower income groups. This is
because it is not advantageous for
joint stock banks in developing the
business of small loans on account of
high cost of advancing and receiving
them. Further joint stock banks are
not likely to have under ordinary
circumstances, full and intimate
knowledge of the standing and
resources of persons of moderate
means; they will not advance loans
on personal securities. In such
circumstances, the man with limited
means may approach money lender.
The establishment of co-operative
Bank is the most suitable alternative
to these customers. Over the years,
this truly democratic idea got
corrupted and members with muscle
power grew more powerful. With
the success of the banks political
clout of the office bearers increased
and resulted in diversion of their
attention to Politics from banking.
The bankers in Co-operative sector
does not face competition. Its market
is captive. They have to satisfy the
client members and more than that
their superiors who provide lifeline
for their existence. This requires
arm twisting ability and knowledge
of human behaviour. The political
clout and prosperity of commercial
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banking lead to co-operative banks
to follow commercial banks. This
has lead to drifting of co-operative
banks from their objective.
The basis of development of
professional bankers in Private
and Public sector and of Cooperative sector bankers are
different.
Entrepreneurship
is
required for professional banker
whereas leadership is required for
Co-operative banker. Entrepreneur
develops his own vision and realises
it whereas leader picks up vision
from public and realises it for them.
The entrepreneur taps knowledge
from Universe by deep thinking and
meditation. It is said that Knowledge
can only be got in one way, the way
of experience. The professional
experience leads to development
of instinct. A leader derives the
knowledge by human senses. Thus
though there is this basic difference,
authorities expected same banking
service from both. The professional
knowledge was imposed by banking
professionals
on
co-operative
banking sector. In the absence of
professional knowledge, it will be
wrong to expect professional instinct
from co-operative bankers whose
learning comes from circulars by
Central Banking authority.
The role of conventional banker and
co-operative banker is different. The
conventional banker is entrepreneur
has no duplicity in self interest and
business interest. For co-operative
sector banker the self interest and
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business interest can differ as he has
to also cater for social cause. The
distinction aimed at the start of the
co-operative movement is forgotten
which needs to be revived to involve
co-operative banking sector in
nation building. The professional
bankers work with data and its
synthesis to improve banking service
to enable to withstand competition.
The co-operative banker has to
do banking keeping in view what
members expect and deliver it to the
extent it fits in legal framework. The
co-operative banker is required to
see social side of banking whereas
conventional banker has to keep in
mind commercial side of banking i.e.
he is expected to take calculated risks.
The co-operative banker cannot be
expected to take risks because of
its sensitivity to human senses. The
character of human senses are not
absolute but keep on changing with
the passage of time. It is always
a mix of leaders own senses and
senses of members. With passage of
time a leader imposes his own sense
in decision making. The co-operative
sector has to see that this imposition
of self interest by leader in decision
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making is not allowed beyond certain
limit.
The co-operative sector banks
cannot allow very wide technology
difference between that for business
and that with which its members
are familiar. The high technology
difference tends to antagonise the
members. This leads to polarisation
between management and members.
In fact the management also finds it
difficult to grasp the technology and
has to depend on the experts. The
reason for such state of affair is the
social problems that are required to
be taken care of on priority basis.
The objective of the co-operative
banking should not be to earn
Professional excellence in banking
but to provide banking facility to
low income groups. The other
objective is to create confidence in
economically marginalised section
of society by creating aspirations,
and to create political leaders to
accept challenges at political level. It
has to be more democratic to involve
more and more members in decision
making. It should enable to create a
cadre of Leaders and administrators.

Now an administrator coming from
other departments imposes his
own ideas which can be at cross
purpose with the co-operatives
banking. An all India cadre for the
Administrators. Such trained staff
working in co-operative sectors can
evolve innovative ideas that can
eliminate stagnancy of ideas in the
sector.
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NPA’s of the Urban Co-operative Banks
MEDC Research Team

INTRODUCTION
The economic progress of a nation
and development of its banking
sector is invariably interrelated. The
banking sector is an indispensable
financial service sector supporting
development
plans
through
channelizing funds for productive
purpose,
intermediating
flow
of funds from surplus to deficit
units and supporting financial
and economic policies of the
government. Maintaining asset
quality and profitability are critical
for banks survival and growth. In the
process of achieving such objectives,
a major roadblock to banking sector
is prevalence of Non-Performing
Assets (NPA).
The assets of the banks which
don’t perform (that is – don’t
bring any return) are called Non
Performing Assets (NPA) or bad
loans. According to Narasimham
committee “An advance where a date
of Balance sheet on amount paid
to the bank (interest or installment
of the principal) is a part due for a
period more than 90 days”. In India,
the problem of bad debts was not
taken seriously until it was mandated
by the Narasimham and Verma
committee. The committee mandated
the curbing of the particular issue
because NPA direct towards credit
risk that bank faces and its efficiency
in allocating resources.

THE IDENTIFICATION
OF ACCOUNT AS NPA
Cash Credit and Overdraft Facility:
As per the reserve bank of India
guidelines a cash credit as overdraft
account is to be treated as none
performing asset if the account
remains out of order for a period
of more than 90 days. An account
is to be treated as “out of order”.
If the outstanding balance remains
continuously in excess of the
sanctioned limit or drawing power.
The outstanding in an account
based on drawing power calculated
from stock statements order than
three months would be demand as
irregular.
Bills Purchased & Discounted
Facility: The bills purchased /
discounted amount should be treated
as NPA if the bill remains over due
and unpaid for a period of more
than 90 days during the financial
year. Overdue interest should be
charged and taken to income account
in respect of bills classified as NPA
unless it is realized.
Term Loan Facility: Term loan
is sanctioned to a barrower for
acquisition of block / fixed asset
like land, building, plant / machinery
equipment, furniture, fixture etc,
such loans with interest are payable
over fixed period of time, as per predetermined installments depending
on the repayment capacity of the
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unit based on its cash flow position.
A term loan will be treated as NPA if
interest or installments are not paid
and is remaining over due for more
than 90 days in a financial year; the
account becomes NPA if its exceed
the limits of the payments days.
The identification of nonperforming
assets is required to be done as on
the date of balance sheet. Hence the
bank’s branch which has to classify
the loan assets as performing as
non- performing would be required
to find out if cash credit or overdraft
account is renewing “out of order”
as on the date of balance sheet. If
so they will also have to find out
whether the account remained a out
of order for more than 90 days for
classifying the account as NPA as on
the balance sheet data.

CLASSIFICATION OF
ASSETS
An amount is consider past due
when it remains outstanding 30 days
beyond the over date the loan asset
can be classified into the “four”
categories.
1. Standard Assets: Standard assets
are assets which are not NPA
and as such do not more than
normal risk attached to the
business.
2. Sub standard assets: Sub
standard assets are is one which
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is a NPA for a period not
exceeding 18 months.
3. Doubtful Asset: A doubtful
asset is assets one which remains
nonperforming assets for period
accessing 18 months.

operatives, comprising state cooperative banks (StCBs), district
central co-operative banks (DCCBs)
and primary agricultural credit
societies (PACS), stood at about 93

per cent of the total assets of the
rural co-operative credit institutions
at end-March 2015 (Table1).

CAUSES OF THE
INCREASING OF NPA

Chart 1: UCBs’ non-performing assets

4. Loss Assets: A loss asset is an
asset which or where loss has
been identified by the bank or
internal or external auditors or
the RB inspecting officials. But
the amount has not been written
off wholly or partly in other
words such as asset is considered
collectable and of such little
value that is continuance as
bankable asset is not warranted
although there may be some
salvage or recovery value.

TREND OF THE UCBs NPA
UCBs’ gross NPAs continued to
increase at a higher rate than assets.
The gross NPA ratio stood at 6.6
per cent at end-March 2016 as
compared to 6.2 per cent at endMarch 2015 (Chart 1). While during
2014-15 provisions grew at a much
lower rate than GNPAs resulting in
a fall in coverage ratio to 55.8 per
cent from 63.9 per cent in 2013-14,
commensurate growth in provisions
and GNPAs during 2015-16 ensured
that the coverage ratio remained
stable at 55.5 per cent (Chart 2).
The number of primary rural cooperative credit institutions (both
short- and long-term) decreased in
2014-15, bringing down the total
number of rural co-operatives to
93,913 from 94,718 in 2013-14.
The share of short-term credit co56
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Note: Data for 2015-16 are provisional
Source: RBI Supervisory Returns and staff calculations
Chart 2: Growth in assets, NPAs and provisions

Note: Data for 2015-16 are provisional
Source: RBI Supervisory Returns and staff calculations
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•

Default - One of the main
reasons behind NPA is default
by borrowers.

•

Economic conditions - The
Economic condition of a region
affected by natural calamities
or any other reason may cause
NPA.

•

No
more
proper
risk
management - Speculation is
one of the major reason behind
default.
Sometimes
banks
provide loans to borrowers with
bad credit history. There is a
high probability of default in
these cases.

•

•

Mis-management - Often illminded borrowers bribe bank
officials to get loans with an
intention of default.
Diversion of funds - Many times
borrowers divert the borrowed
funds to purposes other than
mentioned in loan documents. It
is very hard to recover from this
kind of borrowers.

PROBLEMS FACED BY THE
UCBS
Major Problems faced on the UCBs
relate to the following aspects:
•

Restrictions relating to share
capital: The high level of NPA
restricts the banks to increase

Item
A.
B.

C.

D.

E.

1
Number of Co-operatives
Balance Sheet Indicators
i. Owned Funds (Capital +Reserve)
ii. Deposits
iii. Borrowings
iv. Loans and Advances
v. Total Liabilities/Assets
Financial Performance
i. Institutions in Profit #
a. Number
b. Amount of Profit
ii. Institutions in Loss
a. Number
b. Amount of Loss
iii. Overall Profits (+)/Loss (-)
Non-performing Assets
i. Amount
ii. As percentage of Loans Outstanding
Recovery of Loans to Demand Ratio (Per cent)

their share of the capitals and
productivity of the capital share.
•

Automatic conversion of credit
societies.

•

Dual control and regulations
by the RBI and respective state
governments on UCB leads to
delay and difficulties.

•

Other problems like lack of
professionalism, unsatisfactory
etc.,
In order to reduce NPAs, RBI
has banned loans todirectors
and their family members and
also directed thesebanks to
step up their statutory liquidity
ratio
(SLR)investments
in

Short-term
StCBs DCCBs
PACs
2
3
4
32
370
92789

Long-term
SCARDBs PCARDBs
5
6
20@
702

141.8
1028.1
687.3
1145.5
1988.6

293.7
2588.1
800
2194
4076.9

216.8
846.2
999.8
1472.3*
2237.1+

74.7
18.4
161.1
211.9
332.9

53.5
10.2
163.7
148.1
306.8

28
11.1

304
18.3

43653
28.3

9
1.1

319
1.8

4
0.3
10.8

58
10.5
7.8

37440
43.8
(-)15.5

4
5
(-) 3.9

381
5.6
(-) 3.8

57.2
5
94.9

208
9.5
77.3

357.9++
24.3
NA

64.4
30.3
46.7

53.6
36.2
44.6

Note: = @ Out of these, 9 have reported profits, 4 have reported losses (Haryana, Jammu and Kashmir, Puducherry and Tripura), 3 are non-functional/dormant(Assam, Bihar, Odisha),
one is defunct (Manipur), two are under liquidation (Madhya Pradesh and Maharashtra) and in Chhattisgarh, the LT structure has been merged with the ST structure. # As per data
submitted by 362 DCCBs. * Loans & Advances Outstanding, + Working Capital, ++ Total overdues, NA= Not Available. Source: NABARD and NAFSCOB.
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government securities.

RBI NORMS TO CURB NPA
The Gross bad loans at the
commercial banks could increase to
8.5% of total advances by March
2017, from 7.6% in March 2016,
according to a baseline scenario
projection by the Reserve Bank of
India (RBI) in its Financial Stability
Report. The RBI noted in the report:
“If the macro situation deteriorates
in the future, the gross NPA ratio
may increase further to 9.3 per cent
by March 2017.” The central bank
has been pushing lenders to review
the classification of loans given by
them as part of an Asset Quality
Review (AQR). The resultant sharp
surge in the provisions for the
bad debts has eroded profitability,
especially at the state owned banks,
in the recent quarters.
In April 2016, a scheme was
formulated by the Reserve Bank,
in consultation with Institute for
Development and Research in
Banking Technology (IDRBT),
to provide financial assistance
and technology support for
implementation of CBS in UCBs.
The gross bad loans of the public
sector banks increased to 9.6% as of
March 2016, from about 6% a year
earlier, RBI data showed. There was
an almost 80% jump in the gross
bad loans in 2015-16, according to
the report. Gross bad loans of the
Indian banks widened to 7.6% from
5.1% in Sep. and from 4.6% in Mar.
2015.
The RBI withdrew regulatory
forbearance on the restructured
loans, making it mandatory for
58
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the banks to make provisions on
the restructured loans at par with
bad loans and forcing them to set
aside 15% of the loan amount as
provisions if they chose to go for the
fresh restructuring.
Earlier, banks used to conveniently
push many stressed loans to prevent
them from slipping into NPA
category.

CONCLUSION
NPAs have not been a problem only
for the banking sector but also for
the economy too. The money locked
up in NPAs has a direct impact on
profitability of the banks as many
Indian banks are highly dependent
on interest income. Though many
steps have been taken by RBI and
the government to reduce NPAs
but they are not enough to curb it.
The government needs to speed up
the recovery process of loans and
also need to reduce the mandatory
lending to priority sector as it is
one of the major contributor to
bank’s NPAs. Also, right fiscal and
monetary policies along with RBI’s
strict supervision is needed to
eradicate this disease from its root.
NPA is key factor in increasing/
decreasing net profit of the Bank.
The course open to the banker is to
ensure that an asset does not become
NPA. If it does, he should take steps
for early recovery failing which the
profitability of the bank will be
weather-beaten. Time is a prime
essence in NPA management. The
new RBI norms hopefully will help
Co-operative banks to control the
NPA of the banks and will bring the
fruitful effect on the performance
of the banking sector. In conclusion,

proper monitoring system and
effective business models need to
be developed in order to resolve the
gigantic problem of NPAs.
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Co-Operative Banks in Germany
Mr. Swanand Mule
In Europe, Savings banks and CoOperative have played an important
role in the financial systems of
various countries. Opening up of the
economies in the late 20th century
and 21st century has changed the
role and the institutional forms of
these banks in most the European
countries. Pertaining to this issue,
Co-Operative banks were termed
as the old-fashioned, outdated,
and inefficient compared to the
big private banks. It converted
into wrong implementation of
these policies. In some countries
of Europe, Existence of the CoOperative Banks is in danger, while
in some cases; they have changed
drastically completely contrasting
their norms and ethics of the CoOperative Banking Functionality.
In the Financial Crisis, many big
private banks had incurred so
much risk that policy makers and
regulators have adopted a skeptical
view of their merits and are now
trying to find ways of limiting their
riskiness. Indeed, many current
policy initiatives try to make all banks
behave a bit more like the savings
banks and cooperative banks of
yesteryear. Due to this role played by
the Co-Operative Banks in the crisis,
Insight about Co-Operative banks
has become essential and interesting
because of their unconventional
organizational design, which sets
them apart from private banks that
solely operate in the interests of
their shareholders. In accordance

with that, study of the Institutional
design, former and current roles of
the Co-Operative Banks, Changes in
the banking system, future prospects
has gained importance. Keeping this
in mind, Study of the German CoOperative banks is ideal in nature.
The definition and the nature of
Cooperative banks in Germany
Germany has a banking system
in which privately owned banks
have coexisted for more than 200
years with banks marked by direct
government involvement. Although
it was directed by the government,
they were allowed to grow naturally.
Privately owned banks consist
of large commercial banks active
on a national and international
level such as Deutsche Bank and
Commerzbank and a number of
other, more specialized private
banks as well as the regionally
focused, relatively small credit Co
– operatives’ banks. Nature of Cooperative banks focuses on two
aspects, first of their business models
and their institutional features. Co
–Operative banking groups share
the regional focus of their business
models, they also shares traditionally
different institutional features that,
for each banking group, proved
quite successful over the last two
hundred years. Importantly, the
banks’ business models and their
institutional features are mutually
supporting and corresponding to
each other.

Maharashtra Economic Development Council, Monthly Economic Digest

Structural features of German Banks
The private commercial banks, the
small credit cooperatives and the
savings banks and Landesbanken
make up what is often referred to as
the ‘Three-Pillar-Banking-System’.
The Great Financial Crisis of 1930 led
to the issuance of the first German
banking law of 1934. It created a
general regulation and guidelines
through which Co-operative banks
came on the same regulatory basis
as the private commercial banks.
After German reunification in 1990
and under the joint influence of
European integration, a general
policy of economic liberalization
and the acceleration of globalization,
the private banks gained economic
importance and market share until
the global financial crises started in
2007/2008. The crisis affected the
large private banks more than other
banking groups because they were
more involved in investment banking
activities.

Co-Operative Banks In
Germany
In many respects the Co-Operative
banking group is similar to the savings
bank group. Its core sector is local,
small to mid-sized Co-Operative
banks. They are locally rooted and
they have a simple business model
which mainly consists of mobilizing
local deposits and lending them out
to local SMEs and households. Profit
– Maximization is not prime aim of
the Co-Operative banks, hence in
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order to achieve trade off and break
even points, they have to maximize
rents and surplus their owners and
members. Thus, In Accordance to
increase their business, they have
to increase their service to the
customers, incentives including
maximum branches and low cost
lending. This can be done through
Social Welfare of the People.
The specific and a distinguished
feature of Co-Operative banks from
other banks – is its Institutional
structure.
Co-Operatives
are
organized like clubs, which is
why the owners and providers of
equity are called members. Three
principles outline their institutional
structure. The ‘principle of selfhelp’ implies that they are selfgoverned private organizations.
According to the ‘principle of
identity’, members are their main
clients and conversely many of
their clients are also members. Then
there is the ‘democratic principle’,
which manifests itself in the rule
that one member has only one vote
in the meeting of shareholders and
stakeholders, irrespective of how
many shares him or she may hold.
Moreover, members cannot sell
their shares if they want to exit. On
the negative side, it implies that the
members’ incentives to monitor
the performance of the managers
are weak since they hardly benefit
from policies that would increase
the value of their shares as long as
a default is avoided, and they cannot
exert pressure on management
since it is impossible to accumulate
voting rights. As a consequence,
the incentives of the managers to
perform well and to increase the
going-concern value of cooperative
banks are also weak. This deficiency
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of cooperative governance is,
however, compensated by the
fact that the regional associations
perform an audit function which
does not only refer to the accounting
side of a cooperative bank but also
oversees whether the management
of a cooperative bank is doing its
job carefully, efficiently and in the
spirit of the mandate to support the
members.

Policy Issues & Challenges
1) Capitalization
Overall, Capitalization of the CoOperative banks was unaffected
during the financial crisis mainly
due to its strong structural
features. These strong features
exhibit meetings of requirement
for the Basel 3 norms1. Their
quality of capital is far better
than large commercial banks.
Co-Operative banks in Germany
are comprehensively dependent
upon the deposit and lending of
the German citizens only.
2) Credit Issues
In the Credit and intermediation
of savings, Ratio of NonPerforming Loans (NPL) is
comparatively higher for CoOperative Banks compared to
the Large Commercial Banks.
Loans given to the Small,
Medium Entrepreneurs which
ultimately causes to shoot the
non performing assets for the
regional and Co-Operative
banks.
1) Basel Norms - The third
installment of the Basel Accords
(Basel III) was introduced in
response to the global financial
crisis, and is scheduled to be

implemented by 2018. It calls for
greater strengthening of capital
requirements, bank liquidity and
bank leverage
3) Financial Service
Co-Operative banks benefit
most from a large and stable
access to household deposits.
Given the importance of
cooperative banks- provides
less than half of the total credit
to domestic non-banks, such a
sound deposit base reduces the
risk of a credit crunch. Larger
private commercial banks, on
the other hand, rely to a greater
extent on less stable wholesale
funding.
4) Greater Competition
Despite the currently small
market
share,
commercial
internet banking has grown
rapidly and directly competes
with Co-Operative banks in
the same lines of products,
namely deposits, mortgage and
consumer lending. Banking
modernization coupled with
changes in consumer behavior
and demographics will remain
to continue to affect the market
share of Co-Operative banks.
5) Lower Profitability
Lower Profitability of the CoOperative Banks is largely
structural in its nature and not
cyclical. Its profitability remains
stable in the crisis, which was
possible mainly because of
heavy dependence upon retail
deposits. However, it helped
Germany to recover from the
crisis well in time. The trade-off
between risk and return suggests
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higher returns should be
associated with higher volatility
and vice versa.
6) Cost – Income Ratio
Operating Costs for the CoOperatives are relatively higher
than the large private banks
existing in the Germany.
Presence of the Co-Operative
banks have lead to the failure
of the public sector banks as
they have to invest their money
outside the country to earn
better returns on the deposing,
exposing direct threat of global
financial volatility.
7) Social Involvement
Co-Operative banks promotes
through advertisements as a
social expenditure. This has
helped government to reduce
citizen’s dependency over them.
They also provide subsidies to
the members.
What India can learn from
Germany?
There are huge differences between
Indian Co-Operative Banks and
German
Co-Operative
Banks.
German Co-Operative Banks are
institutionally strong compared to
Indian Co-Operative Banks. They
are more legally abide by the laws
and follows regulatory norms strictly.
While On the other hand, Indian
Co-Operative Banks are trapped into
the mismanagement, unethical &
illegal practices. Also, German CoOperative Banks follows Regional
Principle which means that these
Co-Operative banks are limited only
in specific regions and not outside of
these regions. Indian Co-Operative
Banks are spread over large sector

in the country. This has created
competition in the Co-Operative
banks of the Indian Economy.
German Co-Operative Banks are
very strict on this issue. They have
limited competition in this field.
Due to limited network of the
German Co-Operatives Banks, they
have strengthened their economy
financially as well.

 Concluding remarks
Co-Operative
Banks
in
Germany are completely abided
by the regional principle. Hence,
strong presence& network of
these Co-Operative Banks in the
rural Germany provides great
boost to the German economy
to remain powerful in the world.
In recent times, there was less
competition in the field of
German Banking sector. Large
Public sector banks, Commercial
banks are also deeply interested
in the fields of the Co-Operative
Banks. Functionality of the
Co-Operatives were largely
limited to the Small, Medium
Entrepreneurs, hence, their
deposits were also limited to the
regional and local only.

Indian Co-Operative Banks have
to adopt these regulatory norms,
legal structure in order to avoid
the mismanagement in the banking
sector.
Indian
Co-Operative
Banks
performed for Profit Maximization
and while pursuing this principle,
they completely neglected the social
cause. In India, Most of the CoOperative Banks were established
to extract more profit from the
customers. To achieve this target, CoOperative Banks have exploited the
regulatory norms; have made certain
changes in its institutional structure.
This has hampered execution of the
routine working in the Co-Operative
Banks.
German Co-Operative Banks On
the other hand, are not focusing on
profit maximization. Instead, they
have focused their Implementation
of Working on Social Expenditure
which shows that these banks
are heavily dependent upon the
Institutional set-up and Legal Norms.
Here, It shows clear difference
between the Organizational pattern
and effecting working constitution
of the Indian Co-Operative Banks
and German Co-Operative Banks.
India can take some notions from
this set up of working method.
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Tech-savvy Banking with
personal touch
The real essence of co-operative banking sector

CA Milind Kale

CA Milind Kale

Chairman,, The Cosmos Co-operative Bank Ltd.

camilindkale@yahoo.com

Presently, Indian economy is
witnessing a slightly distressing
situation. Economic indexes eg.
GDP, inflation rate, value of rupee,
industrial growth rate, sensex, etc.,
are reflecting sluggishness, rather
an early recessional stage in the
economy. Banking sector is not an
exception to this situation.

core strengths which make UCB
successful. First one is Direct Connect
with the society who are borrowers
and depositors of the bank. Customer
is not merely the account number
at cooperative bank, but s/he is an
unique individual person recognised
by name. Direct connect is actual and
not virtual one.

Cooperation
and
cooperative
movement has a long successful
history in India. It played vital role
in growth of sugar, cotton and
banking industry. It did miracles
when it worked in its true spirit and
contributed to the financial growth of
society at large. Cooperative Banking
Sector, has its own place in today's
economy because it maintains its
direct connect, without cost, with the
common man. Here, borrowers are
the members / owners of the Bank.
In the Urban Cooperative Banking
Sector, professional yet personalised
relationship with needbased finance,
guidance to borrower, financial as well
as technical education/ awareness go
hand in hand.

Second is faith and comfort the
customers share with the Bank.The
front office staff are efficient with
good knowledge of all products
of the bank which helps creating
delightful banking experience for the
customers. Personal & professional
relationship is developed between
staff of bank and customer which
creates comfort for customers. It
naturally converts into growth of
business for the bank. As a result,
there are lacs of satisfied customers,
including third generation who are
explicitly trusting the same UCB.

Globalization, privatization, IT boom
and now demonetization & GST,
compel banking sector to go by the
principle, "The only thing constant
is Change". UCBs incorporated this
principle and they stand firmly on their
solid grounds. What is the secret of
this success? I think there are two
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OCTOBER 2017

Along with the economy, rules,
regulations,
demand,
supply,
techonogy also keep changing. Small
entreprenuers of start-ups dream of
expanding their businesses and are
ready to take calculated risks. They
are looking out for proper guidance
regarding their financial needs for
business. UCBs play parental and
advisory role here without charging
extra for the guidance. UCBs render
not only professional guidance and

loans to the businessmen but also
become like their extended family.
Though these are the core points,
on basis of which UCBs stands on
it's own strong footing, this sector
is facing some challenges. Main
challenges are cost of funds and
second is dynamic technology. Due
to cut throat competition from
private as well as foreign banks and
old players like the nationalized
banks, UCBs have to be at par with
them. UCBs have to incorporate the
flexible and dynamic rate structure
based upon economy, need of
customers and feasibility of loan
demand. UCB's also have to adopt
to the fast changing technology.
Many times, these techonogical
changes can be adopted by UCBs
but its implementation is not to the
fullest or as expected.
If UCBs want to overcome
the challenges with their core
strengths, they should understand
the everchanging needs of the
customers, reach them in time,
increase the connect, using all the
technological tools available thus
extending their customer base and
retaining it for generations.
Thriving of co-operative banking
sector then will not be just a myth,
but the fact!
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Banks and Insurance
– The need to plan for the future
Banks can no longer ignore importance of Insurance

CA Rohan R. Dukle
B.Com, FCA, LLB (Gen), AIV
Author is a Chartered Accountant with expertise in Risk Management,
Insurance Solution Development, Claims, Claim Litigation.

CA Rohan R Dukle

He is currently Promoter and Principal Advisor to Xperitus Insurance
Email id: rohan.d@xperitusinsure.com
Brokers P Ltd.Banks rush to buy cyber security cover as digital payments rise
PTI | Feb 12, 2017, 04.23 PM IST
Banks will now be penalised for mis-selling insurance
ET Bureau Updated: Aug 31, 2016, 03.58 PM IST
RBI permits banks to act as insurance brokers
Mumbai, January 16, 2015
The link between Banking and
Insurance is stronger than ever
before.
Not only have the risks relating to
The table below will elucidate the same

business processes increased over
the years, there are new risks arising
out of the insurance activities of a
bank.

Asset

As such, banks are exposed to
multiple risks, many of which can be
insured.

Risk

Policy

Own Assets

Fire and Allied Perils

Standard Fire and Special Perils Policy

Own Assets

Dishonesty, Burglary, Theft,
Fraud, Forgery etc

Bankers Indemnity Policy

Own Assets

Cyber Risk

Cyber Insurance

Customers Assets (Hypothecated/
Pledged/Mortgaged)

Fire and Allied Perils

Standard Fire and Special Perils Policy

Customers Assets (With bank such as
Money/Security)

Dishonesty, Burglary, Theft,
Fraud, Forgery etc

Bankers Indemnity Policy

Others

Cyber Risk

Cyber Insurance

Employees

Health/ Accident/Life

Group Health/Group Accident/Group Term

Vehicles

Accident/Third Party Liability

Motor Insurance

Plate Glass

Accidental Damage etc

Plate Glass Insurance

Money

Fire and Allied Perils, Dishonesty,
Burglary, Theft

Bankers Indemnity Policy
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Experience shows several issues with the insuring approach for these risks as below
Asset
Own Assets

Policy
Standard Fire and Special Perils Policy

Own Assets

Bankers Indemnity Policy

Common Issues


Incorrect Valuations



Gaps in covers



Book Values taken



Incomplete Covers



Add Ons not opted for



Sum Insured taken incorrectly



Incomplete information given



Actual Coverage not understood



Poor Claim Response



Delay in Claim Documentation

Customers Assets
(Hypothecated/Pledged/
Mortgaged)

Various Types



No checking of insurance taken

Customers Assets (With
bank such as Money/
Security)

Bankers Indemnity Policy



Incorrect Sum Insured opted for

Others

Cyber Insurance

No clear approach to Cyber Risk and
Insurance. Inadequate Cyber Protection and
Cyber Insurance.

Employees

Group Health/Group Accident/
Group Term

No long term planning of covers. Costs
rising year on year.

Vehicles

Motor Insurance

No consolidated approach to insurance

Current Situation in Banks:
a.

Attempt is to Opt for the lowest
premium without understanding
the covers offered.

b. Place bank insurance policies
through
own
Corporate
Agencies,
often
without
assistance of required experts.
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c.

No processes for refreshing
policies year on year.

d. No claims related
guidelines for staff.
e.

SOPs/

No claim preparedness and
inability to respond to a claim
situation quickly and efficiently.

Result of the above:
a.

Unsettled claims under their
own policies.

b. Reduced claim settlements.
c.

Substantial deductions in claim
settlement

d. Rejections due to inadequate
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covers
e.

Delays in claim settlements due
to time taken for document
preparation

f.

Lack of clarity on customer’s
claims, resulting in freezing of
facilities, often causing customer
accounts to become NPAs.

g.

Bank balance sheets are affected.
NPAs may rise.

disputes at the time of claims, poor
servicing and handling issues etc.
Banks need to evolve a clear future
strategy for handling this vertical so
as to be able to achieve their revenue
goals without compromising on
the interest of their customers and
without putting excessive pressure

the Banking Ombudsman Scheme of
2006, not only increase the financial
limit to Rs.20 Lakhs, but also
extending the same to mis-selling of
insurance products by bankers, there
is a clear need for bankers to read
the writing on the wall and get their
processes in order to avoid running
afoul of the RBI.

Future Approach
There is a clear need for banks to:
a.

Have a clearer and more
structured
approach
to
insurance.

b. Choose insurers/intermediaries
correctly
c.

Obtain correct advice while
taking covers

d. Plan your covers for at least
a 3 to 5 year period including
valuation mechanisms, renewal
processes etc.
e.

Put in place Claim SOPs and
documentation guidelines

on their staff for achieving of non
core insurance related targets.

f.

Appoint experts to study covers
of large borrowers to ensure
covers taken are correct.

Very often, banks are put into an
awkward situation when claims
under policies sold by them are
rejected by the insurers on various
grounds. Such rejections not only
tarnish the reputation of the bank,
but also put at risk the account of
such customers, especially if the
rejections are relating to large fire
claims under policies old by banks.

Banks acting as Insurance
Intermediaries
Banks normally face the following
issues when they sell insurance to
their clients.
While banks take several agencies,
or sell products of several insurers,
there is often a lack of understanding
of what is being sold resulting in

All in all, banks will need to
understand that there is a greater
need in the coming times for them to
give risk and insurance due weightage
so that growth does not come with a
heavy price tag.

With the recent amendment by the
RBI vide its notification dated 23rd
June, 2017, widening the scope of
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A Note on Co-operative Bank
MEDC Research Team
Introduction
A co-operative bank is a financial
entity which belongs to its members,
who are at the same time the owners
and the customers of their bank.
Co-operative banks are often created
by persons belonging to the same
local or professional community
or sharing a common interest. Cooperative banks generally provide
their members with a wide range
of banking and financial services
(loans, deposits, banking accounts
etc.). Co-operative banks differ
from stockholder banks by their
organization, their goals, their values
and their governance. In most
countries, they are supervised and
controlled by banking authorities and
have to respect prudential banking
regulations, which put them at a level
playing field with stockholder banks.
Depending on countries, this control
and supervision can be implemented
directly by state entities or delegated
to a co-operative federation or
central body.
Co-operative banking is retail and
commercial banking organized on
a co-operative basis. Co-operative
banking institutions take deposits
and lend money in most parts of
the world. Co-operative banking,
includes retail banking, as carried
out by credit unions, mutual savings
and loan associations, building
societies and co-operatives, as well
66
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as commercial banking services
provided by manual organizations
(such as co-operative federations,
co-operative wholesale societies, cooperative union, co-operative party)
to co-operative businesses.
The structure of commercial banking
is of branch-banking type; while the
co-operative banking structure is a
three tier federal one.
-

A State Co-operative Bank
works at the apex level (ie. works
at state level).

-

The Central Co-operative Bank
works at the Intermediate Level.
(ie. District Co-operative Banks
ltd. works at district level)

-

Primary co-operative credit
societies at base level (At village
level)

Features of Co-operative Bank
Even if
co-operative banks
organizational rules can vary
according to their respective national
legislations, co-operative banks share
common features as follows:
Customer-owned entities: In a
co-operative bank, the needs of
the customers meet the needs of
the owners, as co-operative bank
members are both. As a consequence,
the first aim of a co-operative bank
is not to maximize profit but to
provide the best possible products
and services to its members. Some

co-operative banks only operate
with their members but most of
them also admit non-member clients
to benefit from their banking and
financial services.
Democratic member control: Cooperative banks are owned and
controlled by their members, who
democratically elect the board of
directors. Members usually have
equal voting rights, according to
the co-operative principle of “one
person, one vote”.
Profit allocation: In a co-operative
bank, a significant part of the yearly
profit, benefits or surplus is usually
allocated to constitute reserves.
A part of this profit can also be
distributed to the co-operative
members, with legal or statutory
limitations in most cases.
Co-operative banks are deeply
rooted inside local areas and
communities. They are involved in
local development and contribute to
the sustainable development of their
communities, as their members and
management board usually belong
to the communities in which they
exercise their activities.
RBI Policies for co-operative
banks
The RBI appointed a high power
committee in May 1999 under
the chairmanship of Shri. K.
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MadhavaRao, Ex-Chief Secretary,
Government of Andhra Pradesh to
review the performance of Urban
Co-operative Banks (UCBs) and
to suggest necessary measures to
strengthen this sector. With reference
to the terms given to the committee,
the committee identified five broad
objectives:
•

To protect
interest

•

To reduce financial risk

•

To put in place strong
regulatory norms at the entry
level to sustain the operational
efficiency of UCBs in a
competitive environment and
evolve measures to strengthen
the existing UCB structure
particularly in the context of
ever increasing number of weak
banks

•

•

To preserve the co-operative
character of UCBs

•

the

depositors’

RBI has extended the Off-Site
Surveillance System (OSS) to
all non-scheduled urban cooperative banks (UCBs) having
deposit size of Rs. 100 Crores
andabove.

•

Commercial banks are jointstock companies under the
companies’ act of 1956, or public
sector bank under a separate act
of a parliament whereas cooperative banks were established

Commercial bank structure
is branch banking structure
whereas co-operative banks
have a three tier setup, with state
co-operative bank at apex level,
central / district co-operative
bank at district level, and
primary co-operative societies
atrural level.

•

Only some of the sections of
banking regulation act of 1949
(fully applicable to commercial
banks), are applicable to cooperative banks, resulting only
in partial control by RBI of cooperative banks and

•

Co-operative banks function
on the principle of cooperation
and not entirely on commercial
parameters.

Need and Objective of
Co-operative Banks

•

Engage in rural financing and
micro financing

•

Main objective is to remove the
dominance of common man
by the middle man and money
lenders.

•

Ensure credit services to farmers
at low rate of interest providing
socio-economic condition to the
people.

•

Provide financial support for the
needy people and farmers in the
rural areas

•

Provide

personal

•

Perform multiple activities and
functions at large extent to carry
out developments and regulation
in the society that strengthen the
co-operative movement.

Way Ahead
Co-operative banks function on
the basis of 'no-profit no-loss'.
Co-operative banks, as a principle,
do not pursue the goal of profit
maximisation. Therefore, these
banks do not focus on offering more
than the basic banking services. So,
co-operative banks finance small
borrowers in industrial and trade
sectors, besides professional and
salary classes.
Biblography

These are the following need and
objectives of the Co-operative
Banks:

Functions of co-operative banks
Co-operative banks also perform the
basic banking functions of banking
but they differ from commercial
banks in the following respects

services for those engaged in
small scale industries and selfemployment driven activities for
people in rural areas as well as in
urban areas.

under the co-operative society’s
acts of different states.

Economic Times
h t t p s : / / w w w. r b i . o r g . i n /
commonman/english/scripts/
banksinindia.aspx
http://crackmba.com/co-operativebanks-in-india/

finances
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Global Trade and Investment
Trends

This column focuses on trends in global trade and investments
in the past month.
Dr. Prakash Hebalkar

This month the focus is on a
longstanding and fervent demand
of the author that Indian
states should stop comparing
themselves to other Indian states
like street dons boasting about their
“galli”s and compete with other

Dr. Prakash Hebalkar
Dr. Hebalkar is a Public Policy consultant and President of ProfiTech,
a strategic consultancy.
profitechconsultants@gmail.com
countries instead. A multinational
deciding where to set up business in
another country is often looking at
other countries in comparison. So
the CEO’s question may be whether
to set up an automobile plant to
serve a market (which like South and

Economy of Karnataka
Statistics
GDP
`12.80 lakh crore (US$200 billion) (2017-18
est.)
GDP rank
5th
GDP growth
17% (2016-17 est.)[1]
GDP per capita
`148,485 (US$2,300) (2015-16)[2]
GDP per capita rank 10
GDP by sector
Agriculture 13%
Industry 24%
Services 63% (2015-16)[1]
Labour force
55.5% of total population (2015-16)[1]

Southeast Asia is often much larger
than one country) in Thailand (as
Honda did) or Indonesia (as Toyota
did) as opposed to setting up in
U.P. or Karnataka (which happened
decdaes later).

Economy of Vietnam
Statistics
GDP
$219.379 billion (2016, nominal)[1]
$594.9 billion (2016, PPP)[1]
GDP rank
47th (nominal); 35th (PPP)
GDP growth
6.1% (2016) [2]
GDP per capita
$2,371 (2016, nominal)[1]
$6,377 (2016, PPP)[1]
GDP by sector
Agriculture: 17%, industry: 39%, services:
44% (2016 est.)[3]
Labour force
54.93 million (2016 est.)[3]
Labour force by occupation
Agriculture: 44.3%, industry: 22.9%,
services: 32.8% (2015 est.)[3]
Ease-of-doing-business rank
82nd (2017)[4]

To reinforce this uncommon but logical view, here are some statistics from Wikipedia, side by side.
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Economy of Maharashtra
Statistics
GDP
`25.35 lakh crore (US$400 billion) (2017-18
est.)
GDP rank
1st
GDP growth
11.8% (2016-17 est.)[1]
GDP per capita
`147,939 (US$2,300) (2015-16)[1]
GDP by sector
Agriculture 10%
Industry 26%
Services 64% (2015)[2]
Labour force by occupation
Agriculture 51%
Industry 9%
Services 40% (2015) [2]

Who would believe that a nation
that fought a twenty years with the
most powerful nation in the world
would have risen so fast to compete
with the forever self-congratulatory
“tech-state”, Karnataka!
This same surprising state-country
comparison came up recently
in a news story rating airports.
HoChiMinh (earlier known as
Saigon) handles more traffic than

Economy of Thailand
Statistics
Population
67.2 million (July 2014)[1]
GDP
US$404.824 billion (Nominal; 2016 est.)[2]
GDP rank
28th
GDP growth
0.9% (2014), 2.9% (2015),
3.2% (2016e), 3.2% (2017f)[3][4]
GDP per capita
US$5,771 (Nominal.)[5]
GDP by sector
Agriculture (8.4%), Industry (39.2%),
Services (52.4%) (2012)[6]
Labour force
39.41 million (2012)[9]
Main industries
Automobiles and automotive parts (11%),
financial services (9%), electric appliances
and components (8%), tourism (6%),
cement, auto manufacturing, heavy and light
industries, appliances, computers and parts,
furniture, plastics, textiles and garments,
agricultural processing, beverages, tobacco
Ease-of-doing-business rank
46th (2017)[11]

Bengaluru and Incheon more than
Delhi!
The weak chief minister will continue
comparing his state with every other
Indian state; the gutsy and confident
one will compare his state with a
prominent nation competing for
investment.
On the technology front, Artificial
Intelligence was at the receiving
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end of criticism for disappointing.
A major IBM initiative to apply its
Watson artificial intelligence engine
to revolutionise cancer diagnostics to
be faster than humans disappointed
and specialists concluded that it
was just a fast rules-based software
program that could do no more than
it was set up by humans to do.
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STAT examined Watson for
Oncology’s use, marketing, and
performance in hospitals across
the world, from South Korea to
Slovakia to South Florida. Reporters
interviewed dozens of doctors, IBM
executives, artificial intelligence
experts, and others familiar with the
system’s underlying technology and
rollout.
The interviews suggest that IBM, in
its rush to bolster flagging revenue,
unleashed a product without
fully assessing the challenges of
deploying it in hospitals globally.
While it has emphatically marketed
Watson for cancer care, IBM hasn’t
published any scientific papers
demonstrating how the technology
affects physicians and patients. As a

result, its flaws are getting exposed
on the front lines of care by doctors
and researchers who say that the
system, while promising in some
respects, remains undeveloped.
“Watson for Oncology is in their
toddler stage, and we have to wait
and actively engage, hopefully to help
them grow healthy,” said Dr. Taewoo
Kang, a South Korean cancer
specialist who has used the product.
At its heart, Watson for Oncology
uses the cloud-based supercomputer
to digest massive amounts of data
— from doctor’s notes to medical
studies to clinical guidelines. But
its treatment recommendations are
not based on its own insights from
these data. Instead, they are based
exclusively on training by human

overseers, who laboriously feed
Watson information about how
patients with specific characteristics
should be treated.
“It’s been a struggle to update, I’ll
be honest,” said Dr. Mark Kris,
Memorial Sloan Kettering’s lead
Watson trainer. He noted that
treatment guidelines for every
metastatic lung cancer patient
worldwide recently changed in
the course of one week after a
research presentation at a cancer
conference. “Changing the system
of cognitive computing (Watson)
doesn’t turn around on a dime like
that,” he said. “You have to put in
the literature, you have to put in
cases.”
Source: Statnews.com

IBM thinks it is a matter if time. Perhaps, then again there may be hope for human experts who use intuition born
of experience?
72

OCTOBER 2017

Maharashtra Economic Development Council, Monthly Economic Digest

Maha Facts
& Figures

INDUSTRY AND
CO-OPERATION
INDUSTRY
8.1 Development of industries
results in enhanced productivity,
accelerates economic growth
and creates more & varied
employment opportunities. It
also facilitates development of
other sectors. Maharashtra is the
most industrialised state. With a
view to boost industrial growth,
the State periodically formulates
and revisits its policies from time
to time. Recently, Retail Trade
Policy-2016 and Maharashtra
Electronics Policy-2016 have
been declared by the State.

Retail Trade Policy-2016
8.2 The objectives of the Retail
Trade Policy-2016 are :
 To
uphold
Maharashtra’s
leadership position in the Retail
Trade in India
 To further accelerate investment
flow to underdeveloped regions
of the State
 To create more employment
opportunities,
to
educate
the youth of all sections of
the society across the region
especially in rural areas to take
part in retail trade
 Leverage retail trade as a tool for
socio-economic development of
the State

 To
strengthen
existing
unorganised small retailers to
face globalisation

Maharashtra Electronics
Policy- 2016
8.3 The
objectives
of
the
Maharashtra Electronics Policy2016 are :
 To promote manufacturing of
electronic products in the State
by creating a favourable investor
friendly atmosphere
 To
proactively
help
in
development of a vibrant
eco-system of research &
development,
design
&
engineering and innovation in
electronics sector in the State
 To take up Electronics System
Design and Manufacturing
(ESDM) sector specific skill
development
and
training
programs
 To introduce Single Window
facility for establishment of
Electronics
manufacturing
units in the State and addressing
the challenges faced by
potential investors and suitably
facilitating access to necessary
infrastructural facilities like
land, power, water etc.
 To expedite adoption of best
practices in management of
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e-Waste as per the directives
of Central & the State
Government

Maharashtra Industry, Trade
and Investment Facilitation
Cell (MAITRI)
8.4 MAITRI has been setup by GoM
to provide all clearances at one
place to investor, to give online
& time bound approvals and to
work as a grievance redressal
mechanism
for
industries.
Upto February 2017, MAITRI
has catered to 393 units. The
grievances received at MAITRI
are 740 out of which, 637 has
been resolved and remaining 103
applications are under process.

Industrial Investment
8.5 From August 1991 to November
2016, the IT industry has
attracted 476 proposals with
highest investment of `
3,87,433 crore (34.1 per cent of
total investment), followed by
fuel industry and metallurgical
industry with an investment
of ` 1,42,760 crore (12.5 per
cent) and ` 1,01,354 crore (8.9
per cent) respectively. These
three industries accounted for
almost 55.5 per cent of the
total approved investment.
The industry typewise projects
approved and commissioned in
the State are given in Table 8.1.
OCTOBER 2017
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Table 8.1 Industry typewise approved proposals and commissioned projects

Industry type

Information Technology
Fuel
Metallurgical
Chemical & Fertilizers
Textiles
Sugar
Transportation
Photographic Raw Film & Papers
Cement Gypsum
Industrial Machinery
Electrical & Electronics
Processed Food
Vegetable Oil & Vanaspati
Pharmaceuticals
Paper & Paper Products
Engineering
Machine Tools/Ceramics/Misc. Inds.
Others
Total

Approved proposals
No.
Investment
(` crore)
476
826
1,919
2,859
2,012
1,551
421
981
373
851
1,181
1,057
374
859
556
363
466
2,312
19,437

3,87,433
1,42,760
1,01,354
61,227
50,590
39,013
32,149
28,419
25,456
24,204
22,633
20,515
16,108
16,080
17,112
13,681
8,221
1,30,828
11,37,783

Commissioned projects
No.
Investment
(` crore)
289
202
948
1,397
958
247
285
570
150
509
687
447
204
499
281
206
291
494
8,664

58,322
28,147
37,055
22,709
17,169
8,602
24,554
13,988
5,726
8,802
7,978
5,868
2,350
4,386
7,970
4,622
4,422
7,144
2,69,814

Source : Directorate of Industries, GoM

8.5.1 During 2015-16, in all 340
projects with an investment of
`30,580 crore with proposed
employment of 0.3 lakh were
approved. During 2016-17, upto
November, 262 projects with an
investment of `28,625 crore &
expected employment 0.2 lakh were
registered and 22 projects with an
investment of ` 2,361 crore were
commissioned.
8.5.2 The State has attracted
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OCTOBER 2017

highest number of industrial
proposals
having
maximum
employment
potential.
Since
August 1991 to November 2016,
in all 19,437 industrial proposals
with an investment of ` 11,37,783
crore were approved. Out of these,
8,664 projects (44.6 per cent) with
an investment of ` 2,69,814 crore
(23.7 per cent) were commissioned,
generating about 11.45 lakh
employment and 2,107 projects with

an investment of ` 87,701 crore &
proposed employment of 2.98 lakh
are under execution. Of the total
proposals received in the country,
the State was at the top position with
its share in the industrial proposals
and investment of about 17.9 per
cent & 10 per cent respectively.
Information regarding approved
industrial proposals in selected states
is given in Table 8.2.
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Table 8.2 Approved Industrial proposals@ in selected States
Particulars
Proposals (no.)
Investment
( ` crore)

Maharashtra
19,437
(17.9)
11,37,783
(10)

Gujarat Tamil Nadu Andhra Pradesh Uttar Pradesh All-India
13,308
9,520
8,814
8,267
1,08,310
(12.3)
(8.8)
(8.1)
(7.6)
(100)
14,36,962
5,38,622
9,96,834
3,41,826 1,14,10,426
(12.6)
(4.7)
(8.7)
(3)
(100)

Source : Dept. of Industrial Policy & Promotion, GoI

Figures in brackets are percentage to All-India

@ Includes IEM/LOI/100 per cent EOU proposals

Investment in Mega Projects
8.5.3 Mega Project Policy has been
implemented in the State since
2005. The State has approved 488
mega projects since inception to
December 2016 with an investment
of ` 3,79,561 crore and proposed
employment of 4.2 lakh. Eligibility
certificates have been issued to 157
projects with an actual investment
of ` 65,817 crore and proposed
employment of about one lakh.

Investment in Micro, Small
and Medium Enterprises
8.5.4 The manufacturing and
services categories of enterprises
have been classified into micro, small
and medium enterprises (MSMEs)
based on their investments in plant
& machinery for manufacturing
enterprises and on equipments in case
of enterprises providing services.
As per fourth census of MSME
2006-07, as on 31st March 2007, in

Table 8.3 Yearwise Investment &
Employment in MSMEs
Year
2007-08
2008-09
2009-10
2010-11
2011-12
2012-13
2013-14
2014-15
2015-16+

MSMEs Investment Employment
(` crore)
(lakh)
10,244
2,281
1.40
11,682
3,295
1.71
11,896
3,028
1.5
14,496
5,563
1.87
15,606
4,443
2.07
16,136
5,455
2.06
19,814
6,358
2.48
36,992
7,180
3.50
20,220
4,090
1.66

Source: Directorate of Industries, GoM + upto September

8.5.5 ‘Make in India’ event was
organised in Mumbai during
13th to 18th February 2016. In this

all 86,635 MSMEs were working in
the State with an investment of `
14,859 crore and employment of
10.95 lakh. Upto September 2015,
in all 2,43,721 MSME units, with
an investment of `56,552 crore,
generating employment of 29.19
lakh were functioning. Yearwise
investment & employment in
MSMEs and regionwise information
of MSMEs is given in Table 8.3 &
Table 8.4 respectively.

Table 8.4 Regionwise Information of MSMEs
(upto September 2015)

Region
Mumbai
Konkan
(Excl. Mumbai)
Nashik
Pune
Aurangabad
Amravati
Nagpur
Total

MSMEs

Per cent Employment
share
(lakh)
24,786
10.2
4.05
39,269
16.1
6.32

27,458
92,233
18,751
14,510
26,714
2,43,721

11.3
37.8
7.7
5.9
11
100

3.15
10.05
1.93
1.14
2.55
29.19

Source: Directorate of Industries, GoM

event, under ‘Make in Maharashtra’
programme, total 3,018 MoUs were
signed by the State with proposed
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investment of ` 8,04,897 crore &
expected employment of about
30.5 lakh.
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Exports from Maharashtra
8.6 The main products exported
from the State are gems & jewellery,
petrochemicals, readymade garments,
cotton yarn, metal & metal products,
agro-based products, engineering
items, drugs & pharmaceuticals and
plastic & plastic items. Exports from
Maharashtra and India are given in
Table 8.5.

Table 8.5 Exports from
Maharashtra and India
Year
Maharashtra
2012-13
3,61,460
2013-14
4,34,591
2014-15
4,45,349
2015-16
4,36,435
2,95,976
2016-17+

(` crore)
India
15,46,766
18,31,009
18,65,589
17,14,617
11,71,151

+ upto November
Source : Directorate General of Commercial
Intelligence and Statistics, GoI

Financial Assistance to
Industries
8.7 State level financial institutions
like SICOM Ltd., Maharashtra State
Financial Corporation and Central
level institutions like LIC of India,
GIC of India, IFCI Ltd., SIDBI,
etc. provide financial assistance
to industries in the State. The

have been approved. Of these
170 IT parks are functioning with
investment of

information about the same is given
in Annexure 8.3.

Special Economic Zones

`3,778 crore with about 5.04 lakh
employment. The remaining 317 IT
parks with proposed investment of `
10,243 crore are expected to generate
about 13.66 lakh employment
opportunities. The private IT parks
are located in Pune (172), Mumbai
city and Mumbai suburban (162),
Thane (140), Nagpur (5), Nashik
(5), Aurangabad (3) and Wardha (1)
districts.

8.8 The State has adopted the Special
Economic Zone (SEZ) policy with
effect from February 2006 and has
received 243 SEZ proposals upto
October 2016. As on 31st October
2016, in all 25 SEZs were executed
with total investment of ` 32,255
crore on an area of 3,059 ha which
generated employment of about
3.60 lakh. The number of SEZs
denotified or withdrawn was 72.
The information of approved and
notified SEZs is given in Table 8.6.

Bio-technology Parks
8.10 Bio-Technology (BT) Policy was
declared by the State Government
in 2001. Two Public BT Parks have
been developed in the State at MIDC
Jalna and MIDC Hinjewadi (Pune).
Six private BT parks are proposed
with an investment of about ` 305
crore. Ten BT–SEZs under public
sector are proposed in the State
with an proposed investment of
about ` 4,349 crore and expected
employment generation of about
1.64 lakh. The information of
registered BT units is given in Table
8.7.

IT Parks
8.9
Maharashtra
Industrial
Development Corporation (MIDC),
City and Industrial Development
Corporation
of
Maharashtra
Limited (CIDCO) and Software
Technology Parks of India have
developed 37 public IT parks which
are functioning with an investments
of about ` 18,000 crore generating
about 2.68 lakh employment up to
December 2016.
8.9.1 For getting private participation
in creating world class infrastructure
for IT industry, 487 private IT parks

Table 8.6 Approved and notified SEZs
Division

No. of SEZ

Area (ha)

Approved

Notified

Executed

Konkan

32

23

6

Pune

21

18

14

Nashik

2

1

0

Aurangabad

7

5

3

Amravati

0

0

0

Approved Notified

Employment (lakh)

Investment (` crore)

Executed

Approved

Notified

Executed

Approved

Notified

Executed

2,524

261

14.96

8.33

1.65

50,257

34,568

7,366

777

746

724

7.44

6.91

1.78

34,724

34,019

12,702

1,107

1,007

0

1.75

1.25

0

1,843

1,380

0

705

553

375

1.08

0.28

0.16

2,538

1,538

4,487

0

0

0

0

0

0

0

0

0

8,984

Nagpur

6

4

2

2,850

1,740

1,699

5.4

3.87

0.01

8,519

3,872

7,700

Total

68

51

25

14,423

6,570

3,059

30.63

20.64

3.6

97,881

75,377

32,255

Source : Directorate of Industries, GoM
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Table 8.7 Registered BT units
								
BT units

Total Units

(upto October 2016)
Investment (` crore)

Employment (`00)

LoI

Registered

LoI

Registered

LoI

Registered

MSMEs

15

50

180

261

338

872

Large

7

16

531

1,120

931

712

Source : Directorate of Industries, GoM				

LoI Letter of Intent			

Table 8.8 Status of co-operative industrial estates
Division

Estates

Industrial units
in operation

Share capital
(` crore)

Employment
(no.)

Registered

Functioning

Greater Mumbai

4

3

475

-

19,400

Konkan (excluding Greater Mumbai)

14

9

602

1.01

9,888

Nashik

33

33

2,109

4.92

50,109

Pune

45

38

3,667

7.87

87,328

Aurangabad

18

6

317

1.03

828

Nanded

8

8

314

Amravati

10

4

112

0.03

702

Nagpur

10

6

441

0.97

4,001

Maharashtra

142

107

8,037

7,218

Source: Directorate of Industries, GoM

Table 8.9 Industrial promotion subsidy and other incentives under PSI
Item

Disbursement
2014-15

2015-16

2016-17+

Industrial Promotion subsidy
Mega Projects

2,159

2,457

1,580

113

98

57

99

148

148

Large Scale Industries

63

51

47

MSMEs

65

81

101

2,500

2,835

1,933

Large Scale Industries
MSMEs
Other Incentives

Total
Source: Directorate of Industries, GoM
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Delhi-Mumbai Industrial
Corridor
8.11
Delhi-Mumbai
Industrial
Corridor (DMIC) is India’s
most
ambitious
infrastructure
programme aiming to develop new
industrial cities as ‘Smart Cities’
and converging next generation
technologies across infrastructure
sectors. It covers two industrial areas
viz. Shendra-Bidkin and Dighi port
in the State. Aurangabad Industrial
City (AURIC), a well-planned and
greenfield smart industrial city is
being developed across an area of
10,000 acres in the State as part of
DMIC.

Co-operative Industrial Estates
8.12 The State has undertaken a
programme of developing industrial
estates in areas other than MIDC
on co-operative basis. The State
Government provides contribution
to share capital and technical
guidance for establishing industries.
To meet the cost of establishing
co-operative industrial estates, the
funding pattern is 20 per cent of
project cost from the State, 60 per
cent loans (to be raised from bank/
financial institutions) and remaining
20 per cent is the contribution of
the members of the society as share
capital. As on 30th September 2016,
total 142 co-operative industrial
estates were registered, of which 107
are functioning, 29 estates are yet
to be commissioned and remaining
six are under liquidation. In 107 co78
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operative industrial estates 8,037
units were in operation with about
1.79 lakh employment. The State has
provided financial assistance to 93
co-operative industrial estates. Status
of co-operative industrial estates is
given in Table 8.8.

Package Scheme of Incentives
8.13 In order to encourage the
dispersal of industries to the
industrially less developed areas, the
GoM is implementing a ‘Package
Scheme of Incentives’(PSI) for
new/expansion units located in such
regions. The scheme was amended
from time to time and the State
has declared PSI-2013, which will
remain in operation from April 2013
to March 2018. Eligible units in the
private sector, state public sector/
joint sector, co-operative sector and
only mega projects of central public
sector are considered for providing
incentives under PSI-2013. Under
the scheme, during 2016-17 upto
December 2016, an amount of `
1,933 crore was disbursed as an
incentive to eligible MSMEs, large
scale industries and mega projects.
8.13.1 Disbursement of industrial
promotion subsidy & other
incentives under PSI to mega, large
projects and MSMEs are given in
Table 8.9.

Industrial Cluster
Development Programme
8.14 As a key strategy for enhancing
the productivity and competitiveness

of MSMEs, GoI has announced
scheme for development of
potential clusters to facilitate
deployment of available resources
for effective implementation and
more sustainable results in medium
to long term.
8.14.1 Micro, Small EnterprisesCluster Development Programme:
Under this programme, 16 cluster
projects are approved and five cluster
projects are in-principally approved
by GoI. So far total grants of ` 95
crore have been released by GoI.
8.14.2
Modified
Industrial
Infrastructure Upgradation Scheme:
The scheme aims at enhancing
competitiveness of industries by
providing quality infrastructure
through PPP model in selected
functional clusters. Central assistance
upto 50 per cent of the project cost
subject to a ceiling of ` 50 crore is
given for each approved project.
Five cluster projects are approved
by GoI, of which three projects are
completed and two projects are in
various stages of implementation.
Under the scheme, upto December
2016, grants of ` 197 crore are
released by GoI.

Maharashtra Industrial
Development Corporation
8.15 As on 31
March
2016 about 94 per cent
developed plots are allotted to
entrepreneurs.
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Table 8.10 Industrial units in MIDC
(As on 31st March 2016)
Division

Units
(no.)

Mumbai
Konkan (Excl. Mumbai)
Nashik
Pune
Aurangabad
Amravati
Nagpur
Total

1,012
12,306
7,686
11,780
7,499
2,067
3,701
46,051

Investment
(` crore)

Employment
(lakh)

10,135
40,842
6,065
61,521
8,126
7,182
15,631
1,49,502

1.32
4.01
0.8
4.6
0.71
0.27
0.82
12.53

No. of plots
Developed
7,535
5,413
9,493
11,607
8,029
4,234
5,455
51,766

Allotted
7,442
5,279
8,756
10,965
7,399
3,472
5,100
48,413

Percentage of
allotted plots to
developed plots
98.8
97.5
92.2
94.5
92.2
82
93.5
93.5

Source: MIDC, GoM

Maharashtra Small Scale
Industries Development
Corporation
8.16
Small

The
Scale

Maharashtra

Industries Development Corporation
(MSSIDC) assists entrepreneurs
for the development of small scale
industries. The turnover of MSSIDC

Industries (KVI) in the State.
Financial assistance of ` 28.43 crore
in the form of subsidy was given to
KVI units in 2014-15 and ` 29.02
crore are proposed to be disbursed
in 2015-16. Performance of KVI in
the State is given in Table 8.12.

8.17.1 Under Artisan Employment
Guarantee Scheme, employment

Table 8.11 Turnover of MSSIDC
(` crore)
Item
Marketing assistance
Others
Total
Source : MSSIDC

2014-15
72.84
3.10
75.94

2015-16
58.80
2.70
61.50

2016-17+
10.51
4.66
15.17

+ upto November

is given in Table 8.11.

Maharashtra State Khadi and
Village Industries Board
8.17 The main functions of the
Maharashtra State Khadi and Village
Industries Board (MSKVIB) are
to organise, develop and expand
activities of Khadi and Village

opportunities were provided
to 2.32 lakh artisans in 201415. During 2015-16, expected
employment opportunities for
artisans were 2.45 lakh.
Minerals
8.18
Amravati,
Bhandara,
Chandrapur, Gadchiroli, Nagpur
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and Yavatmal districts in Vidarbha
region, Kolhapur & Satara districts
in Western Maharashtra and
Raigad, Ratnagiri, Sindhudurg &
Thane districts in Konkan region
have deposits of minerals (coal,
limestone, manganese ore, bauxite,
iron ore, dolomite, laterite, kyanite,
fluorite (graded), chromite, silica
sand, quartz, etc.). The total
potential mineral area in the State is
about 58 thousand sq km, which is
about 19 per cent of the State’s total
geographical area. As on 31st March
2016, in all 289 mines with 51,793
employment for major minerals are
working in the State. The total value
of minerals extracted during 2015-16
was ` 7,712 crore. The value of coal
extracted during 2015-16 was `6,860
crore (89.0 per cent). The total value
of minerals extracted during 2016-17
(upto September 2016) was ` 2,229
crore. The production of major
minerals alongwith their values is
given in Annexure 8.4.
Textile
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Table 8.12 Performance of KVI units
Units assisted Value of production
(lakh)
(` crore)
2.15
1,506
1.91
1,376
1.93
1,495
1.60
3,161
1.63
3,224

Year
2011-12
2012-13
2013-14
2014-15
2015-16

Employment
(lakh)
4.3
3.7
3.4
1.3
1.3

Source : MSKVIB

8.19 Textile industry has huge
potential to create employment.
GoM formulated Textile Policy in
2012 with the aim to raise processing
units at various levels from cotton
to manufacturing textiles for the
assured long term development on
priority basis in the cotton producing
sector, to expand the textile industry
and growth of employment. It also
aims to attract a total investment of
` 40,000 crore and to create 11.0
lakh jobs in the State in five years in
the sector. Under this policy, so far
banks have sanctioned 2,497 textile
projects with proposed investment
of `16,371.30 crore and expected
employment of 2.46 lakh. At
present there are 10.01 lakh Power
looms in the State with about 19.0
lakh employment. In the State, 16
textile parks are in operation with
employment of about 0.23 lakh.

purpose of own consumption)
located within the geographical
boundaries of the country. The
Sixth Economic Census was
conducted in the State during
October 2013 to April 2014.
Some important results of EC are
as follows :

Sixth Economic Census

Annual Survey of Industries

8.20 Economic Census (EC)
is the complete count of all
establishments
engaged
in
economic activities (production
and / or distribution of goods
and services not for the sole

8.21 The Annual Survey of
Industries (ASI) is the major
source of industrial statistics. It
provides estimates of various
aggregates like fixed & working
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There
were
45.46
lakh
establishments engaged in nonagricultural activities (excluding
public administration, defence
and compulsory social security
activities) with total employment
of about 118.73 lakh,
Out of these 9.20 lakh
establishments were engaged
in manufacturing (organised as
well as unorganised) employing
29.18 lakh persons.

Economic Survey of
Maharashtra 2016-17

capital, input, output, value added,
employment etc. pertaining to
registered manufacturing sector.
ASI covers all factories registered
under the sections 2 m(i) and
2m(ii) of the Factories Act, 1948
and Beedi & Cigar units registered
under Beedi & Cigar Workers
(Conditions of Employment)
Act, 1966.
8.21.1 ASI 2014-15 provisional
results reveal that the State is
at the top position in terms of
Gross Value Added and wages
to workers with share of 20.5
per cent and 15.7 per cent at AllIndia level. The State is at second
position in number of factories,
number of workers and fixed
capital with share of 12.4 per
cent, 12.1 per cent and 13.6 per
cent respectively.
8.21.2 The contribution of the
State in total value of output,
working capital and in the Net
Value Added (NVA) in the
country was 16.3 per cent, 17.2 per
cent & 21.4 per cent respectively.
Selected indicators of industries
are given in Table 8.13.
Source : Central Statistics Office,
GoI Figures
in
brackets
indicate percentage to All-India
* Provisional
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Table 8.13 Selected indicators of industries
Particulars

2012-13
Maharashtra

Industries (no.)

28,949.0

2013-14

All-India
2,22,120

(13.0)
Fixed capital

3,44,930
1,01,692

21,80,260

10,22,032

6,03,411

8,19,454

60,25,945

2,02,578

50,18,666

1,78,729

10,07,279

12.3

8,51,949

1,20,418
10,65,971
8,37,396
2,28,575
2,00,516

100.5

6,62,686
65,55,251

4,44,262

1,19,613

Source : Central Statistics Office, GoI

Figures in brackets indicate percentage to All-India

24,74,455

1,09,971

6,40,840

11,19,618

68,86,335

(16.3)
54,90,140

8,80,542

57,22,255

(15.4)
10,65,112

2,39,076

11,64,079

(20.5)
8,95,342

2,08,831

9,74,539

(21.4)
135.4

(13.9)

1,01,640

3,37,144

(17.2)

18.9

Profit

2,30,435

(13.6)

(22.4)

(12.3)
(22.9)

23,73,719

(21.5)

(21.0)
Employment (lakh)

3,26,362

All-India

(12.4)

(15.3)

(20.1)
Net value added

28,601.0

(16.3)

(16.3)
Gross value added

2,24,576

(18.2)

(17.0)
Total input

Maharashtra

(13.7)

(16.9)
Total output

29,123.0

All-India

(13.0)

(15.8)
Working capital

Maharashtra

2014-15*

18.8

138.8

(13.6)
4,39,566

(27.2)

1,17,357

4,59,660

(25.5)
* Provisional
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8.21.3 Major industries in terms
of total value of output during 201415 are food products & beverages
(14.0 per cent), coke & refined
petroleum products (13.0 per cent),
chemicals & chemical products
(12.6 per cent), basic metals (10.2
per cent) and motor vehicles, trailers

(8.9 per cent). These industry groups
accounted for 58.7 per cent value of
output of all industries and 50.3 per
cent of fixed capital during 201415. Important characteristics of
industries in the State according
to ASI are given in Annexure 8.1.

8.21.4 Results of ASI 201415 reveal that per
factory
‘value of
goods & services
produced’ and ‘net value added’ in
the State increased by 7.0 and 6.1 per
cent respectively than the previous
year. Important indicators of ASI
results are given in Table 8.14.

Table 8.14 Important indicators of ASI results
Indicator

2012-13
Maharashtra

2013-14

All-India

Maharashtra

2014-15*

All-India

Maharashtra

All-India

a) Per factory
Investment in fixed capital

1,192

982

1,121

1,057

1,179

1,074

Value of goods & services
produced

3,530

2,713

3,660

2,919

3,915

2,988

617

384

689

399

730

423

43

45

46

47

46

47

14.5

8.5

15.1

8.6

16.0

9.1

1.4

1.1

1.5

1.2

1.7

1.3

Net value added
Employment (no.)
b) Per worker
Net value added
Annual wages
Source : Central Statistics Office, GoI
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All-India Index of Industrial
Production
8.22 All-India Index of Industrial
Production (IIP) measures changes
in level of production and therefore,
is free from influences of price
changes. This short-term indicator
is of paramount importance to the
Government for policy framing
purposes and also to various
organisations. All-India IIP (base
year 2004-05) is compiled and
published monthly by Central
Statistics Office (CSO), GoI. The

general All-India IIP has increased
from 178.2 in April-December 2015
to 178.7 in April- December 2016.
Series of IIP at All-India is given in
Annexure 8.2.

Tourism
8.23 To promote the State as
numero uno tourist destination,
to develop tourism infrastructure
across the State and to facilitate
investments in the tourism sector,
GoM has formulated Maharashtra
Tourism Policy 2016. Maharashtra

Tourism Development Corporation
(MTDC) is the nodal agency for
implementation of this policy in the
State.
8.23.1 The objectives of the policy
are :
 Accelerate projects through
private sector investments/PPP
mode in tourism sector
 Investment outreach to global
investor community in tourism
 Development
of
tourism
infrastructure in the State

 Develop innovative practices for
marketing and promotions
 Develop tourist destinations and
avenues
 Adapt a sustainable approach to
tourism development
8.23.2 The targets of the policy
are:
 Maharashtra - leading tourist
destination in the world by 2025
 Attract investments to the tune
of ` 30,000 crore

Maharashtra Economic Development Council, Monthly Economic Digest

 Create one million additional
jobs in tourism sector
 Double the number of tourism
projects in 5 years, triple in 10
years
 Double the tourists in 5 years,
triple in 10 years
 One million skilled and semiskilled resources in the tourism
sector
8.24 In order to provide clean &
affordable accommodation and
food facility for tourists, MTDC

has launched ‘Bed and Breakfast
scheme’. Currently there are more
than 1,328 facilitators registered
with MTDC under this scheme.
Also MTDC is managing 21 tourist
accommodations. MTDC organises
different events viz. Pune Festival,
Ellora Festival, Elephanta Festival,
etc. Number of tourists visited in
the State during 2015-16 was about
17 crore, of which about 16.6 crore
were domestic and about 0.4 crore
were foreigner.
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8.24.1 Taking into consideration
changing trends in tourism, MTDC
has launched the scheme of
‘Mahabhraman’, to bring different
experimental projects viz. agrotourism, village tourism, food
tourism, safaris, Tribal lifestyles,
etc. under one roof. Currently, 65
projects are in operation under this
scheme.
8.24.2 During 2015-16, under
‘Swadesh Darshan’ scheme, GoI
has sanctioned ` 82.17 crore for
one project and an expenditure of
`28.87 crore has been incurred.

Economic Survey of
Maharashtra 2016-17

societies, housing, dairy, storage and
textiles, etc.

CO-OPERATION

8.26 As on 31st March 2016, there
were about 1.97 lakh co-operative
societies in the State, with about
499 lakh members. The number of
co-operative societies were highest
in Konkan region (43 per cent)
followed by 28 per cent in Pune
region. Amravati region had lowest
number of co-operative societies
(four per cent). Co-operative
societies at a glance is given in Table
8.15 and details of co-operative
societies in Maharashtra is given in
Annexure 8.5.

8.25 Maharashtra is the pioneer state
in co-operative movement of the
country. The co-operative movement
in the State has played a vital and
dominant role in the social and
economic development of the State,
particularly in rural areas. Initially,
the movement started in the field
of agricultural credit, subsequently;
it spread in other sectors such as
agro-processing, marketing, credit

Table 8.15 Co-operative societies at a glance
(` crore)
Particulars
2014
Societies (no.)
Members (lakh)
Paid-up share capital
Of which, State Govt.
Working capital
Deposits
Gross loan
Societies in loss (no.)
Amount of loss
Loans outstanding

As on 31st March
2015
2016

2,30,295
523.99
18,892
5,808
3,14,922
1,59,322
1,31,242
59,355
5,677
1,33,064

2,25,721
535
20,721
3,635
3,43,691
1,67,114
1,39,360
53,982
9,294
1,44,748

Source: Office of the Commissioner for Co-operation and Registrar Co-operative Societies, GoM.
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1,96,907
499
19,555
3,530
3,60,545
1,75,614
1,39,580
39,992
8,498
1,51,533

Per cent change in
2016 over 2015
(-)12.8
(-)6.7
(-)5.6
(-)2.9
4.9
5.1
0.2
(-)25.9
(-)8.6
4.7

* Provisional
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Agricultural credit through
Co-operation
8.27 Agricultural credit co-operative

banks have three tier structure
and play a lead role in finance and
promotion of agriculture & allied

activities in the State. Information
of agricultural co-operative banks is
given in Table 8.16.

Table 8.16 Information of agricultural co-operative banks
(` crore)
Particulars
The Maharashtra State Co-operative Bank Ltd.
Members (no.)
Working capital
Deposits
Gross loans
Loans outstanding
Overdues
District Central Co-operative Banks (31)
Members (lakh)
Working capital
Deposits
Gross loans
Loans outstanding
Overdues
Maharashtra State Co-operative Agriculture Rural
Multipurpose Development Bank Ltd.@ #
Members (no.)
Working capital
Deposits
Gross loans
Loans outstanding
Overdues
District Co-operative Agriculture Rural
Multipurpose Development Banks (29)@ #
Members (lakh)
Working capital
Deposits
Gross loans
Loans outstanding
Overdues

2014

As on 31st March
2015
2016

Per cent change in
2016 over 2015

2,122
23,657
13,475
16,060
10,731
1,436

2,115
20,947
9,993
11,743
12,007
1,259

2,000
23,300
12,268
15,086
14,424
1,235

(-)5.4
11.2
22.8
28.5
20.1
(-)1.9

1.73
77,782
57,378
40,463
40,357
9,907

1.82
84,528
61,529
44,231
48,147
10,674

1.96
91,415
66,382
43,266
47,454
11,999

7.7
8.1
7.9
(-)2.2
(-)1.4
12.4

827
2,099
1,043
1,042

827
2,110
1,065
1,065

827
2,110
1,079
984

0
0
1.3
(-)7.6

11.23
1,023
0.3
290
285

6.81
1,512
0.3
286
284

6.81
1,023
0.3
290.4
285.2

0
(-)32.3
0
1.5
0.4

@ Under liquidation, hence stopped advancing loans
# Under process of liquidation hence information not received * Provisional
Source : Office of the Commissioner for Co-operation and Registrar Co-operative Societies, GoM
Maharashtra Economic Development Council, Monthly Economic Digest
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8.28 Primary Agricultural Credit
Societies (PACS) provide shortterm agricultural credits mainly for
seasonal

agricultural

operations.

PACS also include Farmers service
societies and Adivasi co-operative
societies. As on 31st March 2016,
about 55.36 per cent PACS were
in loss. As compared to last year,

number of PACS in loss decreased
by 0.77 per cent and number of
loanee members increased by one
per cent. Information of PACS is
given in Table 8.17.

Table 8.17 Information of PACS
(` crore)
Particulars

As on 31st March
2014
2015
2016

Societies (no.)
Members (lakh)
Working capital
Own funds
Share capital
Of which, State Government
Loanee members (lakh)
Of which, 1) Marginal farmers (up to 1 ha)@
		
2) Small farmers (1 to 2 ha)@
Loans disbursed
Of which, given to Small & Marginal farmers
Loans outstanding
Loans recovered
Loans overdue
Societies in loss
@ Percentage to total loanee members		

21,185
151
20,309
3,488
2,407
7
37.95
28.8
23.9
12,826
4,829
13,604
9,931
4,893
12,037

21,064
151
19,145
3,052
2,164
6
36.89
26.9
23.7
13,777
5,961
12,209
10,961
5,182
11,773

NA Not applicable

21,102
151
17,249
3,134
2,176
6
37.26
28.1
23.9
13,293
7,089
12,783
10,437
5,439
11,682

Per cent change
in 2016 over 2015
0.2
0
(-)9.9
2.7
0.6
0
1.0
NA
NA
18.9
4.7
(-)4.8
5.0
(-)0.8
* Provisional

Source : Office of the Commissioner for Co-operation and Registrar Co-operative Societies, GoM
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Interest Rebate Scheme
8.29 Interest subsidy is given
to motivate farmers for timely
repayment of the short term crop
loan. Under this scheme, three per
cent interest subsidy is given for the
loan up to ` one lakh and one per
cent interest subsidy is given for loan
amount exceeding ` one lakh but less
than ` three lakh. The farmer has to
repay the loan by 30th June of each
year. Under this scheme during 201516 subsidy of ` 396.90 crore is given
to 39 lakh beneficiaries whereas, in
2016-17, upto November, subsidy of
` 177.86 crore is given to 4.85 lakh
beneficiaries.

Agro-processing Co-operatives
8.30 Agro-processing co operatives
play an important role in the
development of rural economy. The
State provides financial assistance
to societies for setting up agro-

processing units. Co-operative
sugar factories, cotton ginning &
pressing, spinning mills, handloom
& powerloom, dairy societies & dairy
unions and fisheries societiesare
the major constituents of agroprocessing co-operatives.

Co-operative sugar factories
8.30.1 Of the t o t a l s u g a r
factories in the country, 34 per cent
are located in the State followed by
22 per cent in Uttar Pradesh. Of the
total sugar production in the country
during 2015-16 share of the State
was 33.5 per cent followed by Uttar
Pradesh with share of 27 per cent.
Information of co-operative sugar
factories is given in Table 8.18.

Dairy Societies and Unions
8.30.2 At the end of March 2016,
there were 14,921 co-operative dairy
societies and 85 co-operative dairy
unions in the State. About 37.6 per
cent co-operative dairy societies and

about 29.4 per cent dairy unions were
in loss. Information of co-operative
dairy societies and dairy unions is
given in Table 8.19.
8.30.3 There were 83 co-operative
cotton ginning & pressing societies
in the State as on 31st March 2016.
Of the working societies number of
societies in loss were about 78.5 per
cent. Information of co-operative
cotton ginning & pressing societies
is given in Table 8.20.
8.30.4 There were 278 co-operative
spinning mills in the State as on 31st
March 2016. About 88.2 per cent
spinning mills engaged in production
were in loss. Information of cooperative spinning mills is given in
Table 8.21.
8.30.5 There were 604 co-operative
handloom and 1,572 powerloom
societies in the State as on 31st
March 2016. The contribution
of the GoM to the share capital
of co-operative handloom and
powerloom societies was eight and
90.2 per cent respectively. About
45.2 per cent co-operative handloom
societies and 74.4 per cent cooperative powerloom societies were
in loss. Information of co-operative
handloom & powerloom societies is
given in Table 8.22.

Fisheries Societies
8.31 There were 3,463 primary
fisheries co-operative societies,
working in the State as on 31st
March 2016. In addition there were
37 fisheries co-operative unions
and two federations working in this
sector. Fish and fish products sold by
Maharashtra Economic Development Council, Monthly Economic Digest
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these societies increased by 39.5 per
cent and amount of loss decreased
by 7.1 per cent as compared to
the previous year. Information of
fisheries co-operative societies is
given in Table 8.23.

Co-operative Marketing
Societies
8.32 Co-operative marketing societies
have a three-tier organisational
structure. The Maharashtra State Co-

and village level respectively. At the
end of March 2016 co-operative
marketing societies in loss were
about 49.5 per cent as compared to
47.2 per cent at the end of March
2015. Information of co-operative
marketing societies is given in
Table 8.24.

Non-Agricultural Credit
Societies
8.33 As on 31st March 2016, out
of 20,805 non-agricultural credit

societies in loss were 21.4 per cent.
Out of 508 urban co-operative
banks in the State 110 banks are
under liquidation. Information of
non-agricultural credit societies is
given in Table 8.25.

Other Co-operative Societies
8.34 As on 31st March 2016, there
were 98,541 co-operative housing
societies in the State with 24.92
lakh members. There were 11,006

Table 8.18 Information of co-operative sugar factories
(` crore)
Particulars

2014

Registered co-operative factories (no.)
Factories in production (no.)
Members
Share capital of State Govt (` crore)
Average (TCD# lakh MT) capacity
Sugarcane crushed (lakh MT)@
Sugar produced (lakh MT)@
Average extraction (per cent)
Average sugarcane price (`/MT)
a) Purchased (FRP)
b) Actual paid by factories
Molasses (lakh MT)
No. of factories having :
a) Distillery plants
b) Co-generation plants
Installed capacity of co-generation (MW)
Factories in loss (no.)
# TCD - Tonnes Crushed per Day@ for October to September

As on 31st March
2015
2016

Per cent change
in 2016 over 2015

202
96
26,340
1,244.30
3.22
486.72
56.52
11.61

202
99
25,160
1,253.83
3.4
589.47
67.79
11.5

202
99
25,550
1,284.07
3.52
483.49
55.81
11.55

0
0
1.6
2.4
3.5
(-)18.0
(-)17.7
0.4

2,100
2,467
27.04

2,200
2,540
37.2

2,300
2,637
29.73

4.5
3.8
(-)20.1

69
46
827
29

69
47
843
60

69
51
997
47

0
8.5
18.3
(-)21.7

FRP - Fair Remuneration Price

* Provisional

Source : Office of the Commissioner for Co-operation and Registrar Co-operative Societies, GoM			

operative Marketing Federation Ltd.
is the apex body. The District Cooperative Marketing Societies and
the Primary Co-operative Marketing
Societies are functioning at district
88
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societies, there were 13,586 urban
co-operative credit societies, 6,711
salary earners’ co-operative credit
societies and 508 urban co-operative
banks in the State. Non-agricultural

labour contract societies having 7.20
lakh members. Also there were 261
forest labour societies with 63,452
members. Of these societies, 126
(48.3 per cent) were in profit.
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Maharashtra State Cooperative Housing Finance
Corporation Ltd.
8.35 Maharashtra State Co-operative
Housing Finance Corporation Ltd. is
the central housing credit institution
functioning in the State. Information
of Maharashtra State Co-operative
Housing Finance Corporation Ltd.
is given in Table 8.26.

Co-operative Consumer Stores
8.36 Maharashtra State Co-operative

Consumer Federation is the apex
body which controls the functions
of the wholesale consumer stores
working at district level. These
wholesale consumer stores distribute
goods to primary consumer stores
working at village level. As on
31st March 2016, besides the apex
consumer federation, there were 128
wholesale consumer stores and 1,702
primary consumer stores working in
the State. Information of consumer
federation, wholesale and primary
co-operative consumer stores is

given in Table 8.27.

Private Money Lenders
8.37 Apart from agriculture and nonagricultural credit societies, the State
allowed private money lenders to
provide loans to individuals. For this
purpose, licenses are issued by the
office of the Commissioner for cooperation and Registrar Co-operative
Societies, GoM. Information of
private money lenders is given in
Table 8.28.

Table 8.19 Information of co-operative dairy societies and dairy unions
Particulars
Societies (no.)
Members (lakh)
Share capital
Working capital
Milk procured (value)
Milk & milk products sold (value)
Societies in loss (no.)
Amount of loss

As on 31st March
Co-operative dairy societies
Co-operative dairy unions
2015
2016*
Per cent change
2015
2016*
Per cent change
19,901
14,921
(-)25.0
88
85
(-)3.4
13.6
11.6
(-)14.7
1.1
1.43
30
16.81
12.89
(-)23.3
94.1
85.97
(-)8.6
34.67
28.55
(-)17.7
97.1
92.4
(-)4.8
415.09
278.56
(-)32.9
765.3
702.35
(-)8.2
558.02
370.5
(-)33.6
1,010.20
906.33
(-)10.3
9,303
5,612
(-)39.7
45
25
(-)44.4
42.88
68.4
59.5
116.22
56.83
(-)51.1

Source : Office of the Commissioner for Co-operation and Registrar Co-operative Societies, GoM

Table 8.20 Information of co-operative cotton
ginning & pressing societies
Particulars
Societies (no.)
Of which, in production
Members (’00)
Share capital
Of which, State Govt
Working capital
Raw cotton ginned (MT)
Societies in loss (no.)
Amount of loss

As on 31st March Per cent
2015
2016* change
119
83
(-)30.3
102
65
(-)36.3
1,344 1,048
(-)22.0
7
5
(-)28.6
1
1
0
63
44
(-)30.2
92
75
(-)18.5
68
51
(-)25.0
2
1
(-)50.0

Source : Office of the Commissioner for Co-operation and Registrar Cooperative Societies, GoM * Provisional

*Provisional

Table 8.21 Information of co-operative
spinning mills
Particulars
Number of mills
Of which, in production
Members (’00)
Share capital
Of which, State Govt
No. of spindles (lakh)
Value of Yarn produced
Mills in loss (no.)
Amount of loss

As on 31st March Per cent
change
2015
2016*
275
278
1.1
66
68
3.0
4,340
5,200
19.8
1,854
1,970
6.2
1,683
1,727
2.6
14.63
14.84
1.4
3,004
2,857
(-)4.9
55
60
3.4
1398.81 1594.50
14.0

Source : Office of the Commissioner for Co-operation and Registrar Cooperative Societies, GoM * Provisional
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Table 8.22 Information of co-operative handloom & powerloom societies
(` crore)
Particulars

As on 31st March
Handloom
2015

2016*

Societies (no.)

665

Members (’00)

Powerloom
Per cent
change

2015

2016*

604

(-)9.2

1,572

1,572

0

339

308

(-)9.1

802

802

0

80

80

0

112.14

112.14

0

Of which, State Govt

6.42

6.42

0

101.14

101.14

0

No. of looms (’000)

242

219

(-)9.5

180.12

180.03

Neg.

72

65

(-)9.7

176.56

192.34

8.9

301

273

(-)9.3

1,170

1,170

0

12.09

10.98

(-)9.2

42.3

41.23

(-)2.5

Share capital

Production value
Societies in loss (no.)
Amount of loss

Source : Office of the Commissioner for Co-operation and Registrar Co-operative Societies, GoM* Provisional

Table 8.23 Information of
fisheries societies

Societies (no.)
Members (lakh)
Share capital
Of which, State Govt
Working capital
Fish and fish products
sold
Societies in loss (no.)
Amount of loss

As on 31st March Per cent
2015
2016* change
3,484 3,463
(-)0.6
3.45
3.45
(-)0.1
88.68 80.65
(-)9.1
67.7 68.93
1.8
268.15 269.11
0.4
453.56 632.75
39.5
1,420
52.03

Neg. Negligible

Table 8.24 Information of co-operative
marketing societies
(` crore)

Particulars

Per cent
change

1,179
48.32

(-)17
(-)7.1

Source : Office of the Commissioner for Co-operation and Registrar Cooperative Societies, GoM * Provisional

(` crore)
Particulars
Societies (no.)
Members (lakh)
Share capital
Of which, State Govt
Working capital Sales
(a) Agriculture produce
(b) Fertilizers
(c) Seeds
(d) Consumer goods
Societies in loss (no.)
Amount of loss

As on 31st March Per cent
change
2015
2016*
1,518
1,183
(-)22.1
13.72
13.05
(-)4.9
86
71
(-)17.4
25
23
(-)8.0
1,126
1,001
(-)11.1
841
893
6.2
669
686
2.5
74
55
(-)25.7
221
340
53.8
716
585
(-)18.3
23
20
(-)13.0

Source : Office of the Commissioner for Co-operation and Registrar
Co-operative Societies, GoM * Provisional
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Table 8.25 Information of non-agricultural
credit societies

Table 8.26 Information of Maharashtra State
Co-op. Housing Finance Corporation Ltd.

(` crore)
Particulars
Societies (no.)
Members (lakh)
Deposits
Own funds
Share capital
Of which, State Govt
Working capital
Loans advanced
Loans outstanding
Loans overdue
Loans recovered

Societies in loss (no.)
Amount of loss

(` crore)

As on 31st March Per cent
change
2015
2016*
22,326
20,805
(-)6.8
239.88
222.07
(-)7.4
92,880
95,111
2.4
20,985
21,923
4.5
8,117
8,036
(-)1.0
0.8
0.9
12.5
1,61,580 1,70,917
5.8
67,006
65,390
(-)2.4
67,027
71,277
6.3
8,177
8,328
1.8
62,143
60,752
(-)2.2

4,659
1,387

4,442
1,471

Particulars
Members (no.)
Working capital
Gross loan
Loans outstanding
Loans overdue
Loans recovered

As on 31st March
2015
2016*
10,518
10,441
92.73
90.17
644
644
59.49
55.84
21.9
24.89
5.57
3.65

Per cent
change
(-)0.7
(-)2.8
0
(-)6.1
13.7
(-)34.5

Source : Maharashtra State Co-op. Housing Finance Corporation Ltd.		
* Provisional

(-)4.7
6.1

Source : Office of the Commissioner for Co-operation and Registrar Cooperative Societies, GoM * Provisional

Table 8.27 Information of consumer federation, wholesale and primary co-operative consumer stores
Particulars
Number
Members (’00)
Share capital
Of which, State Government
Amount of loss
Consumer stores in loss (no.)

Consumer federation
2015
2016*
1
1
6
6
1.65
0.58
1.14
0.09
0.2
-

As on 31st March
Wholesale consumer stores
2015
2016*
153
128
3,226
2,699
13.9
9.89
2.85
1.83
3.17
3.46
112
71

Primary consumer stores
2015
2016*
2,386
1,702
14,955
10,906
49.34
24.3
2.13
1.27
7.6
4.33
1,043
690

Source : Office of the Commissioner for Co-operation and Registrar Co-operative Societies, GoM

* Provisional

Table 8.28 Information of private money lenders
(` crore)
Particulars
License holders
New licenses issued
Renewed licenses
Licenses cancelled
Loanee members (traders/non- traders/ cultivators)
Loans disbursed (` crore)
Source : Office of the Commissioner for Co-operation and Registrar Co-operative Societies		

As on 31 March
2015
2016*
12,022
12,208
1,589
1,947
7,852
7,725
477
719
7,04,452 10,56,273
896.34
1,254.97
st

Per cent change
1.5
22.5
(-)1.6
50.7
49.9
40.0

* Provisional
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ANNEXURE 8.1
IMPORTANT CHARACTERISTICS OF INDUSTRIES IN MAHARASHTRA
(BASED ON ANNUAL SURVEY OF INDUSTRIES)
(` crore)
Activity
(at two digit level)
NIC 2008
(1)
(1) Cotton ginning, cleaning etc. (01)

Year
(2)

No. of
Ind.

Fixed
capital

Working
capital

Wages
to
workers

Total
output

Material
consumed

Total
input

Net value
added

(3)

(4)

(5)

(6)

(7)

(8)

(9)

(10)

2013-14

594

882

1,805

75

15,079

11,676

13,923

1,059

2014-15*

664

878

1,358

61

16,301

8,358

9,883

6,295

2013-14

43

2

7

6

14

2

5

9

2014-15*

44

1

4

2

5

1

2

3

3,038

32,445

11,235

2,046

1,30,556

82,197

1,16,237

11,941

3,013

35,116

9,518

2,198

1,56,893

97,425

1,37,293

16,852

2013-14

110

1,301

1,842

156

5,032

1,408

2,344

2,545

2014-15*

109

1,316

1,051

241

6,197

1,851

3,673

2,385

2013-14

2,068

12,213

4,017

1,334

37,503

21,495

31,707

4,512

2014-15*

1,913

14,540

3,178

1,657

41,226

24,919

34,146

5,598

2013-14

1,045

1,705

1,996

480

11,176

6,166

8,890

2,133

2014-15*

1,041

2,276

2,053

362

9,875

4,527

8,103

1,625

2013-14

116

182

490

36

1,747

721

1,138

585

2014-15*

119

135

169

49

759

423

582

166

(8) Wood and products of wood &

2013-14

259

253

218

29

927

445

658

245

cork (except furniture) (16)

2014-15*

239

288

167

40

1,510

794

1,241

226

1,000

8,528

693

331

14,081

8,543

11,465

2,104

2014-15*

892

8,666

1,766

318

14,415

8,663

11,138

2,650

2013-14

988

3,465

(-)11,778

366

6,467

3,697

5,490

624

2014-15*

980

3,546

883

433

10,796

4,924

7,535

2,752

2013-14

197

21,375

4,549

457

1,62,316

1,02,456

1,07,555

53,842

2014-15*

184

13,842

(-)2,121

896

1,45,866

96,166

1,03,401

41,354

2013-14

2,752

45,682

43,619

2,480

1,46,075

73,870

1,04,740

36,598

2014-15*

2,702

42,258

24,116

2,564

1,40,851

73,059

1,05,120

31,378

2013-14

1,912

21,924

9,488

1,064

48,097

29,517

36,200

10,492

(2) Salt production (08)

(3) Food products and beverages 2013-14
(10,11)

2014-15*

(4) Tobacco products (12)
(5) Textiles (13)
(6) Wearing apparel (14)
(7) Leather and related products
(15)

(9) Paper and paper products (17)
(10) Printing and reproduction
of recorded media (18)
(11) Coke, refined petroleum
products (19)
(12) Chemicals and chemical
products, pharmaceuticals,

2013-14

medicinal chemical and botanical
products (20,21)
(13) Rubber and plastic products (22)

(Contd.)
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(` crore)
Activity
(at two digit level)
NIC 2008
(1)
(14) Other non-metallic mineral
products (23)
(15) Basic metals (24)
(16) Fabricated metal product, except
machinery and equipment (25)

No. of
Ind.

Fixed
capital

Working
capital

Wages
to
workers

Total
output

Material
consumed

Total
input

Net value
added

(2)

(3)

(4)

(5)

(6)

(7)

(8)

(9)

(10)

2014-15*

1,792

15,746

16,287

1,057

47,037

28,953

35,863

9,515

992

7,896

1,987

366

12,801

6,040

9,693

2,464

2014-15*

1,032

17,264

17,815

454

23,678

8,323

16,032

6,443

2013-14

1,517

50,270

13,532

1,472

1,16,356

78,047

1,00,915

12,276

2014-15*

1,514

46,986

11,866

1,525

1,13,669

76,091

1,01,584

9,090

2013-14

3,580

11,486

(-)1,041

1,394

38,962

22,188

29,421

8,412

2014-15*

3,486

11,871

(-)4,354

1,440

42,965

24,179

32,341

9,327

Year

2013-14

(17) Computer, Electronic and

2013-14

570

5,311

10,282

526

20,796

11,004

16,707

3,733

(18)Optical products (26)

2014-15*

480

7,233

10,762

426

17,769

8,299

13,867

3,544

Electrical equipments (27)

2013-14

1,334

8,998

6,031

945

41,781

26,311

32,709

8,018

2014-15*

1,374

8,509

5,121

909

40,004

24,851

30,810

8,033

Machinery and equipments

2013-14

2,360

19,154

7,094

2,020

59,815

32,120

44,947

13,023

n.e.c, Repair & installation of

2014-15*

2,414

27,872

13,070

2,406

77,082

37,889

54,551

19,519

Motor vehicles, trailers and

2013-14

1,414

30,131

(-)9,002

2,503

80,128

48,406

64,910

9,894

semi trailers (29)

2014-15*

1,411

31,523

(-)16,554

3,076

1,00,090

58,955

82,105

13,987

Other transport

2013-14

369

7,348

809

531

28,497

19,611

22,133

5,897

equipments (30)

2014-15*

339

9,306

140

634

36,487

23,157

27,095

8,544

Manufacture of furniture and

2013-14

1,323

4,608

20,049

811

50,245

38,474

45,008

4,844

other manufacturing (31,32)

2014-15*

1,358

6,136

12,857

773

36,117

24,828

31,060

4,476

Others (Waste collection,

2013-14

1,542

31,203

2,493

893

37,522

6,092

30,602

5,267

treatment and disposal

2014-15*

1,501

31,836

818

534

40,028

6,956

33,119

5,068

2013-14

29,123

3,26,362

1,20,418

20,321

10,65,971

6,30,487

8,37,396

2,00,516

2014-15*

28,601

3,37,144

1,09,971

22,052

11,19,618

6,43,589

8,80,542

2,08,831

machinery and equipment
(28,33)

activity, material recovery,
publishing activity, other
industries (38,58, others)
Total
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INDEX NUMBERS OF INDUSTRIAL PRODUCTION IN INDIA
Sr.
No.
(1)
I
II
III
1
2
3
4
5

6

7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
IV

Item
(2)
General Index
Mining and quarrying
Manufacturing
Industry groups
Food products and Beverages
Tobacco products
Textiles
Wearing apparel, dressing and
dyeing of fur
Luggage, handbags, saddlery
harness & footwear, tanning and
dressing of leather products
Wood and products of wood and
cork except furniture, articles of
straw & plating material
Paper and paper products
Publishing, printing &
reproduction of recorded media
Coke, refined petroleum products
& nuclear fuel
Chemicals and chemical products
Rubber and plastic products
Other non-metallic mineral
products
Basic metal
Fabricated metal products
(except machinery & equipment)
Machinery & equipment n.e.c.
Office, accounting & computing
machinery
Electrical machinery & apparatus
Radio, T.V. and communication
equipment & apparatus
Medical, precision & optical
instrument, watches & clocks
Motor vehicles, trailers &
semi-trailers
Other transport equipment
Furniture , manufacturing n.e.c.
Electricity

Source - Central Statistics Office, GoI			
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Weight

2005-06

2010-11

2012-13

2013-14

2014-15

2015-16

(3)
100.00
14.16
75.53

(4)
108.6
102.3
110.3

(5)
165.5
131.0
175.7

(6)
172.2
125.5
183.3

(7)
172.0
124.7
181.9

(8)
176.9
126.5
186.1

(9)
181.1
129.3
189.8

7.28
1.57
6.16
2.78

113.2
101.0
108.3
114.1

142.9
104.1
135.9
142.2

169.5
109.2
142.0
143.6

167.7
110.2
148.3
171.6

175.7
111.2
152.4
180.4

164.9
111.0
156.4
192.3

143.9
104.9
157.1
177.5

0.58

90.9

114.3

127.1

133.7

147.5

145.5

134.9

1.05

106.8

156.5

147.9

144.6

150.9

155.7

149.5

1.00
1.08

106.3
113.7

131.4
148.8

138.7
183.0

138.6
183.4

143.1
175.9

147.1
160.1

147.3
158.3

6.72

100.6

121.5

136.4

143.5

144.7

153.4

161.2

10.06
2.03
4.31

101.0
112.3
107.8

123.1
185.2
151.4

127.3
185.0
161.6

138.6
181.1
163.3

138.2
189.3
167.4

143.5
190.4
170.1

146.4
191.6
166.9

11.34
3.09

115.5
111.1

176.7
182.8

195.8
193.8

196.4
180.2

221.4
179.1

223.6
181.9

237.5
177.6

3.76
0.31

126.1
145.3

256.3
146.3

230.0
128.1

219.2
108.0

227.9
67.0

233.8
67.6

232.9
59.6

1.98
0.99

116.8
122.7

472.1
911.5

369.2
1,003.7

422.6
730.1

511.6
332.7

453.2
344.9

281.0
393.1

0.57

95.4

107.8

117.1

111.1

108.6

106.2

97.3

4.06

110.1

233.3

244.8

221.3

226.8

243.8

250.2

1.83
3.00
10.31

115.3
116.2
105.2

210.7
141.2
138.0

235.7
131.5
155.2

249.5
113.3
164.7

265.5
121.7
178.6

269.0
175.7
188.7

276.7
163.8
198.2

* Provisional			

2016-17++*
(10)
178.7
126.4
185.9

+ + upto December
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FINANCIAL ASSISTANCE SANCTIONED AND DISBURSED BY FINANCIAL
INSTITUTIONS TO INDUSTRIES IN MAHARASHTRA
(` crore)
Sr.
No.

Financial
Institutions

(1)
1

1990-91
Sanctioned

(2)
Industrial Finance

2000-01

Disbursed

Sanctioned

2010-11

Disbursed

(5)

Sanctioned

(6)

2015-16*

Disbursed

(7)

Sanctioned

Disbursed

(9)

(10)

(3)

(4)

407.77

251.93

275.6

288.49

3,610.00

2,937.01

(8)

N.A.

N.A.

306.73

227.24

2,081.87

1,320.79

44,214

38,796

61,483

59,467

33.54

25.54

576.59

560.27

N.A.

N.A.

N.A.

N.A.

N.A.

N.A.

N.A.

N.A.

8,362.00

7,235.00

2,012.24

2,515.55

254.55

110.58

5,150.65

3,919.12

20,746.94

19,345.27

N.A.

N.A.

108.34

52.25

61.41

88.6

627.4

627.40

N.A.

N.A.

157.97

94.61

68.63

47.12

Nil

Nil

Nil

Nil

Corporation of
India Ltd.
2

Small Industries
Development Bank
of India

3

Industrial
Investment Bank
of India Ltd.

4

Export-Import Bank
of India

5

Life Insurance
Corporation of India

6

General Insurance
Corporation of
India$

7

Maharashtra State
Financial
Corporation

8

SICOM Ltd.

85.4

68.87

593

463

4,947.00

5,340.00

2,723.00

1,771.00

9

Others#

3,391.38

1,961.03

61,220.09

35,886.75

--

--

--

--

Source - Financial institutions mentioned in this table
Note:

* Provisional

1) # Includes the financial assistance given by ICICI, IDBI, UTI which have stopped giving assistance to industries.
2) $ Includes Bonds of Financial Institutions and Government guarantee Bonds.
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MINERALS PRODUCTION IN MAHARASHTRA
(Quantity: ’000 tonne)
(Value: ` lakh)
Sr.
No.

Minerals

Quantity/
Value

1961$

1971$

1980-81

1990-91

2000-01

2010-11

2015-16*

(1)

(2)

(3)

(4)

(5)

(6)

(7)

(8)

(9)

(10)

1

Salt

Quantity

384

472

540

229

148

180

155

2

Coal

Quantity

856

2,085

5,770

16,848

28,754

36,932

38,186

Value

186

745

6,681

47,244

2,10,192

5,08,249

6,86,075

3

Chromite

Quantity

1

3

2

--

0.6

--

0.09

Value

1

5

5

--

8

--

2.47

4
5

Iron ore

Quantity

Limestone

362

613

1,456

645

22

1,018

1,516

Value

51

69

657

384

31

7,154

20,730

Quantity

55

363

715

5,135

6,066

10,431

13,240

2

33

163

1,968

5,266

15,647

24,353

Value
6
7

Manganese ore
Kaolin (Natural)

Quantity

179

218

232

276

363

589

656

Value

206

148

553

1,615

6,280

54,109

31,333

Quantity
Value

8

Bauxite

2

3

5

3

0.2

--

--

0.13

0.16

1

1

0.29

--

--

27

302

365

543

1,027

2,492

2,249

2

21

137

443

1,705

4,585

5,815

Quantity
Value

9

Dolomite

Quantity
Value

10

Silica sand

5

27

28

65

79

212

1

8

27

145

71

643

Quantity
Value

11

6
0.38
5

27

89

197

168

327

376

0.34

3

3

87

228

982

1,064
-

Fluorite

Quantity

--

--

--

3

3

284

(Graded)

Value

--

--

--

--

24

12,457

-

12

Laterite

Quantity

--

--

--

85

83

49

278

Value

--

--

--

76

107

58

487

13

Kyanite

Quantity

--

5

22

15

0.2

3

3

14

Others$$

Quantity

Value
Value
Source - (1) Directorate of Geology and Mining, Nagpur.

--

11

53

85

1

24

130

4

544

912

306

4,034

309

0.36

27

196

49

5,258

611

* Provisional

(2) Assistant Salt Commissioner, GoI, Mumbai
$

Figures are for calendar year.

$$

Others include minerals like Corundum, Clay, Pyrophyllite, Quartz, Sand (others), Sillimanite, fire clay and Shale
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DETAILS OF CO-OPERATIVE SOCIETIES IN MAHARASHTRA

I.

II.

III.

IV.

Item

1970-71

1980-81

1990-91

2000-01

2010-11

2014-15

2015-16*

(1)

(2)

(3)

(4)

(5)

(6)

(7)

(8)

Number of co-operative societies
(1) Apex and central-Agricultural and
non- gricultural credit societies
(2) Primary Agricultural
credit societies
(3) Non-agricultural credit
societies
(4) Marketing societies
(5) Agro-processing enterprises@
(6) Social services & other
co-op. societies@
Total
Number of members (’000)
(1) Apex and centralAgricultural and nonagricultural credit societies $$
(2) Primary Agricultural
credit societies
(3) Non-agricultural credit
societies
(4) Marketing societies
(5) Agro-processing enterprises
(6) Social services & other co-op. societies
Total
Working capital (` crore)
(1) Apex and centralAgricultural and nonagricultural credit societies
(2) Primary Agricultural credit societies
(3) Non-agricultural credit societies
(4) Marketing societies
(5) Agro-processing enterprises
(6) Social services & other
co-op. societies
Total
Gross loan (` crore)
(1) Apex and centralAgricultural and nonagricultural credit societies
(2) Primary Agricultural
credit societies
(3) Non-agricultural credit societies
(4) Marketing societies
(5) Agro-processing enterprises
(6) Social services & other
co-op. societies
Total

29

31

34

34

34

35

34

18,577

19,565

20,551

21,451

21,064

21,102

2,964

5,474

11,291

22,014

23,434

22,326

20,805

410
6,810
11,964

423
14,327
21,915

931
28,954
43,845

1,115
39,070
75,232

1,719
48,848
1,28,760

1,518
39,781
1,40,997

1,183
27,412
1,26,371

42,597

60,747

1,04,620

1,58,016 2,24,306

2,25,721

1,96,907

70

1,014

1,485

1,371

247

195

209

3,794

5,416

7,942

10,125

15,001

15,101

15,065

2,438

3,759

9,302

18,467

21,618

23,988

22,207

282
959
1,038
8,581

471
2,124
1,999
14,783

745
3,974
3,455
26,903

840
6,339
5,880
43,022

1,337
8,010
6,809
53,022

1,372
5,692
7,120
53,468

1,306
5,649
5,418
49,854

613

1,831

8,806

39,267

89,719

1,07,678

1,16,916

343
168
39
219
107

527
1,209
188
1,029
426

1,851
7,508
340
4,588
1,191

6,988
66,887
1,518
13,288
6,492

18,987
1,04,814
1,300
28,717
4,897

19,145
1,61,580
1,126
47,633
6,529

17,249
1,70,917
1,001
48,348
6,114

1,489

5,210

24,284

1,34,440 2,48,434

3,43,691

3,60,545

751

1,528

9,085

28,709

40,436

56,618

58,996

133

250

800

3,734

8,060

13,777

13,293

204
3
3
4

1,129
3
12
12

5,178
8
17
60

39,268
18
103
235

49,907
11
2,052
215

67,006
7
1,695
257

65,390
6
1,648
247

1,098

2,934

15,148

72,067

1,00,681

1,39,360

1,39,580
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V.

VI.

Item

1970-71

1980-81

1990-91

2000-01

2010-11

2014-15

2015-16*

(1)

(2)

(3)

(4)

(5)

(6)

(7)

(8)

Outstanding loans (` crore)
(1) Apex and centralAgricultural and nonagricultural credit
societies
(2) Primary Agricultural
credit societies
(3) Non-agricultural credit
societies
(4) Marketing societies
(5) Agro-processing
enterprises
(6) Social services & other
Co-op. societies
Total
Turnover-Value of
produced goods sold
(` crore)
(1) Apex and centralAgricultural and nonagricultural credit
societies
(2) Primary Agricultural
credit societies
(3) Non-agricultural credit
societies
(4) Marketing societies
(5) Agro-processing
enterprises
(6) Social services & other
co-op. societies
Total

478

1,137

5,889

23,120

42,385

61,279

63,013

284

384

1,310

5,308

12,024

12,209

12,783

105

731

4,594

35,908

47,863

67,027

71,277

2
6

4
30

9
69

182
236

5,032
3,724

25
3,531

23
3,849

8

25

191

2,899

834

677

588

883

2,311

12,062

67,653

1,11,862

1,44,748

1,51,533

N.A.

N.A.

N.A.

N.A.

N.A.

N.A.

N.A.

51

146

239

1,012

593

775

744

3

10

--

38

76

--

--

214
194

979
1,031

2,602
3,467

3,205
7,496

1,368
46,112

1,805
23,011

2,033
23,758

69

187

330

1,588

4,076

4,390

3,471

531

2,353

6,638

13,339

52,225

29,981

30,006

Source - Office of the Commissioner for Co-operation and Registrar Co-operative Societies, GoM.

N.A.

Not Applicable

Note -Figures upto 1990-91 are at the end of June.

*

Provisional

$

Includes primary agricultural credit societies, primary land development banks and grain banks upto 1970-71.

$$

Excluding Nominal Members.

@

Lift Irrigation societies are classified in Social Services & Other Co-op. Societies category instead of 'Agro-processing' category since
2000-01.
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NEWS

8th MSME Annual Conference
The Maharashtra Economic Development Council [MEDC] is a prestigious economic Research and Development
organization, established, six decades ago (1957), by eminent economist, (Late) Dr. Dhananjay Rao Gadgil, for
achieving balanced economic and industrial development of Maharashtra.
The main objective of the 8th MSME Conference was to focus on the roof level of Cluster Development by stating
its benefits to our participants.Experts basically explained the process of registration and formalities..
Welcome Remarks and the tone was set by Cdr. Dipak Naik, President, MEDC, also Shri Arvind Vaidya, Chairman,
Indian Education Society, Shri Satish Lotlikar, Trustee, Indian Education Society has accompanied him on this dais

for inaugural session and the lighting of lamp.
Shri Shriram Dandekar, Industrialist, Kokuyo Camlin, Ex- Vice President, Maharashtra Chamber of Commerce,
Ex- Regional Director of MEDC has felicitated Shri Umesh Dashraathi, Past president, CMIA, Chairman, AutoCluster, Aurangabad.
Mr. Andras Halasz, Trade Commissioner, Consulate of Hungary, gave special remarks on Agri – Business Delegation
where 35 countries are going to participate in this B2B meeting in Budapest.
Also, Shri Umesh Dashrathi gave a brief about the formation of clusters and importance of cluster for socioeconomic
development of specific region and benefit to the people with the variance.
Three Business sessions were conducted at this conference. Session one was about the formation of cluster scheme
and government incentives. Second Session was about finance and defense, Shri Atul Kulkarni headed this session
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and gave brief about the Defense cluster. The third and last session was about success stories in cluster development.
In this session the successful entrepreneur, shared their insight, knowledge and challenges faced by them during the
formation of clusters.

This conference helped the Government in its objective to promote Cluster Development and has benefited the
participants from industry and agriculture in growing their own cluster for future collective growth.
While the government representatives from the Industries Department / Development Commissioner of Industry
form Govt. of Maharashtra would focus on the relevance and role of MSMEs in the growth of our economy,
MEDC would focus on important issues concerning the MSME sector based on which policy initiatives that could
be taken by the state and central governments. The participating Bank/s would explain the details of the schemes
offered by the banks and the terms of SME credit.
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