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Tntroduction:
Co-operative Banks in India have beecome an integral part of the success of Indial
story. They have achieved many ]andmarks since their creation and have helped a no
(cel empowered and secure. The story has not been smooth and has its share of proce
woes placed in various pockets. A co-operative bank is a financial entity which belongs to its members,
who ate at the same time the owners and the customers of their bank. Co-operative banks afe often
created by persons belonging to the same local or profcssional community or sharing a common mter.est.
Co-operative banks generally provide their members with a wide range of banking and financial services
(loans, deposits, banking accounts). They are fcgistcred under the Cooperative Socicties Act, 1912, and
governed by the Banking Regulations Act 1949 and Banking Laws (co-operative societies) Act, 1965.
Anyonya Sahakari Mandali, established in 1889 in the pr_ovinée of Baroda, is the earliest known

cooperative credit union in India. ,
KeyWords:- Co-Operative Bank & Connite
Advantages & Disadvantages of Cooperative Society,

Cooperative Banks.
Co-Operative Bank & Commeicial Bank :- Federal structure in nature i.e at the top level State Co-

opcratlivc Banks ,and at the village level primary Cp-opcrativc credit Societies They are functioning on
branch banking and the branches are located in all areas rural, urban etc. the head office contain
branches through Zonal office They are generally concentrating on rural credit and provide credit
facilities to agricultural and rural activities. They are mainly concentrating on the requirements of trade
and industry. In Co-operative Banks the borrowers arc usually their members. Borrowers can be any

including individuals institutions. The Co-operative Banks provide 2 little higher rate of interest on
banks. The Commercial Banks provide a lesser rate of interest as

1 Financial Inclusion
rmal rural Indian to
dural glitches and

rcial Bank, Difference: ‘Comm:ercial And Co-Operative Banks,
_Typt’s' of Co-Operative Banks In India, Problems of

- _deposits as compared to commercial
compared to co-operative banks.

Difference: Commercial and Co-Operative Banks
1) Features of Co-Operative Banks: They are organized and managed on the principal of co-

operation, self-help, and mutual help. They function with the rule of one member, one Vote.
Function on "no profit, no loss" basis. Co-operative banks, as a principle, do not pursue the goal of
profit naximization. Co-operative bank performs all the main banking functions of deposit
mobiljzati‘on, supply of credit a_nd provision of remittance facilities. Co-opcrative Banks provide
limited banking products and are functionally specialists in :igriculmrc related products. However,
co-operative banks now provide housing loans also. UCBs provide working capital loans and term
loan as well. Co-operative'bank do banking business mainly in the agriculture and rural sector.
However, UCBs, SCBs, and CCRs operate in semi urban, urban. and metropolitan areas also. Co-
operative banks are perhaps the first gevernment sponsored, govemment-supportcd, and
government subsidized financial -agency  in India. They get' financial and other help from the
Reserve Bank of India NABARD, central govérnment and state governments. .
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Tmportance of Co-Operative Bank

million members, It amounts to about 67% of the total rural credit, P
g ' 1 3 ! tutnticivue 11C OrK
Agriculture Important Instrument in Small Scale Operation Lxtensive branch nctwo

Functions e Cattle, Milk, Personal finance,
1) Cooperative banks in Indin finance rural arcas under: l-mmf”l',' ' lu, ment, Industrics, Small
2)  Cooperative banks in India finance wban areas under; Self-cmploy '

scale units, Home finance, Consumer finance, Personal finance,

H

: L
Indian conperative structures are one of the largest such network e
I , | Integral Part for Credit To
Traditional

in the with morc than 200

importance :

Advantages of Cooperative Sociefy } ) : r
1) Easy to form: Any ten adults can join togethei and form'a cooperative socicty. Registration ol a

2)

3)

4)

6)

7)

8)

Disadvantages of Cooperative Society .
1) Limited resources: Cooperative socie

“in' the formulatio

cooperative society is very simple and casy. No legal formalities are required for the fornyfxlloﬂ of

cooperative sociely. . , ‘ o ‘ :
No obstruction for membership: Unless and otherwise specifically debarred, the membership of,

cooperative society is open to everybody. Nobody is ubsm‘lclcd‘ to join on the basis of religiond
caste, creed, sex and color etc. A person can become a nu:mb'cr of'a society at any time he likes and

can leave the society when he does not like to continuc as ; member.

Limited liability: In most cases, the liabilitics of the membcrs of the socicty is limited to the extent
of capital contributed by them. Henee, they arc relicved from the fear of attachment of their private .
property, in casc of the society suffers financial losses. , I ‘

Service motive: ‘In Cooperative socicty members are provided with better good and scrviqcs at
reasonable prices. The socicty also provides financial ‘hclp to its members < the concessional rates.

It assists in setting up production units and  marketing of produces c small business houses so also

small farmers for their. agricultural products. ) ‘ o
Democratic management: The cooperative society is managed by the clected members from and

among themselves. Every member has cqual rights through its single vote but can take active part

n of the palicies of the society. Thus all-mcmber are equally important for the
society. ' o Y T t.me_ g : : '
Stability and coniinuity: A cooperative society caﬁnot be' dissolved by the death insolvency,
lunacy, and permznent incapabi'[ity of the members. Therefore, it has stable life are continues‘to‘)-

exist for a longer period. It has got separate legal existence. New members m< join and old

members may quit the society but society continues to function unless are otherwise all members

unanimously decided to close the same. '
Economic operations: The operation carried on by the cooperative socicty economical due to the

eliminations of middlemen. The services of middlemen are provided by the members of the society
with the minimum cost. In ’th‘c case of cooperative society, the rcci:ning and non-recurring expenses
are very less. Further, the economies of scale-ma production or purchase, automatically reduces the
procurement price of the gonds, thereby minimizes the selling price..

State patronage: Government provides special assistance to the societies to enable them to achieve
the societies are given financial lo< at lower rates.

their objectives successfully. Therefore.
cooperative societies strengthening their

Government also extends much type of subsidies to
financial stability and sustainable growth in future,

ty"s‘ﬁ'na‘ncial strcngt:h depends on the cap contributed by its.
members and loan raising capacity from,statq cooperative banks. The membership fee is limited for
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( @ reward discourage the members to putt

“{!(‘. 1) Central Co-Operative Banks: These are the:federatio
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belong to the lowes and

which they are unable , ’
¢y e unable to raise Lrge amount of resources as their members
require hugc

middle class Thue . : . i : ,
fle class. Thus, cooperative are not suitable for tie large scals busincss which

capital,
only. They do 5ot

2) Inefficient management: A cooperative society 15 managed by the members
back of this scClor.

possess any managerial and special skills. This is considered as major draw/

: Inerficiency of management may not bring success 1o the socicties.
3) Lack of scerecy: The cooperative socicty docs not maintain any

affairs of the socicty is openly discussed in the meetings. But sccrecy is very important f
c way for competitors 1o compete in morse better

cccrecy in business because the
or the

success of a business organization. This paved th

manner.

4) Cash trading: The cooperativ
usually from the poor sections. These persons require
possible in the case of cooperatives. Hence, marketing is a shortcoming for the cooperatives.

5) Absence of motivation: The members may not feel enthusiastic because the Jaw goveming the

on the rate of return. Absence of relationship between work and

heir maximum effort in the society. ’

Government put, their nominec in the Board of management of’

n of the Board which may or may not be favorable

interferenice with the flexibility of its

r only in cash. But, they are

¢ socictics sell their products to outside
dit facilities which are not

availing cre

coopcratives put some restriction

6) Excessive Government interference:
cooperative society. They influence the decisio
for the interest of the society. Excessive state regulation,

n affects adversely the efficiency of the management of the society.

- of the socicty constitutes the various types of personnel
background. Many a times they strongly differ from
detrimental to the interest of the society. The

s of the management.

‘operatio
7) Disputes and differences: The management of
-from different social, economic and academic
each othcr on many important issues. This becomes
different opinions and disputes may paralyses the effectivenes
8) They do not provide long terra loans to industries. o . )
9) Banking operations are conducted on the co-operative basis and not on commercial basis.
10) Banking services are provided butona limited scale. ’ ‘
11) Such banks hardly indulge in to merchant banking.
12) None of the co-opcrative banks operate mutual funds

TYPES of CO-OPERATIVE BANKS IN INDIA .
ns of primary credit societies in a district and

are of two types- those having a membership of primary societies only and those having a
membership of societies as well as individuals. The funds of the bank consist of share capital,
deposits, loans and overdrafts {rom state co-operative banks and joint stocks. These banks provide

finance to memniber societies within the limits of the borrowing capacity of societies. They also

- conduct all the business of a joint stock bank. - .
© 2) State Co-Operative Banks: The stats co-operative bank is a federation of central co-operative

bank and acts as a watchdog of the co-operative banking structure in the state. Its funds ars obtained
from share capital, deposits, loans and overdrafts from the Reserve Bank of India. The state
cooperative banks lend money to central co-operative banks and primary societies and not directly
to the farmers. - : . o . -

3) Land Development Banks: The Land Development Banks rﬁeét the long term credit requirements
of the farmers for developmental purposes. They are supervised. National Bank for Agriculturc and
Rural development (NABARD). The state land development banks oversee the the primary land
development banks situated in the districts and tehsil areas in the state. They are governed both by

P e S ey s S SR Pt
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The sources of funds for these banks are
the state povernment and Reserve Bank of India. Recently, The h,(? ’
the debentures subseribed by both central and state goverament. e
from the peneral public,

1) Land Development Banks

2)  Cenural State Primary Level

3)  Uiban Cooperative Banks (Primary) . ! for a banking license o

Utban credit societies that mcet specified criteria can apply to RB! ff)l a Dol by

operate as urban co-operative banks. Primary (urban) co-operative banks are 1egistered an g PR i
state governments under the respective co-operative sociclics acts of the concerned states. H.I e
control of the RBI, as covered by the provisions of the Banking Regulation Ac!,. 1949. Wh‘l €
managerial  aspects  of thes¢ banks, registration, management, administration, rccru.ltmcnt,
amalgaination, liquidation, etc are controlled by the state governments, matiers related to t.)ankmg ar.c
govemed by RBI directives. Traditionally, the area of operation of primary (urban) co-operative banks is
confined to metropolitan, urban or semi-urban centers and caters to the necds of small borrowcl"s
including SSIs, retail traders, small entrepreneurs. professionals and the salaried class. However, there is
no formal restriction as such and today UCBs can conduct business in the entire district in which they
are registered, in}:iuding rural areas. Well managed prirﬁary UCBs with deposits of over Rs 50 crore are
also allowed to operate in more than one state subject to certain norms. These banks are also included in
the Second Schedule of the RBI Act 1934, This confers certain rights and obligations on them — rights
such as the facility of obtaining accommodation in the form of refinance and loans and advances {rom
the RBI and obligations such as maintenance of cash reserves, submission of returns to the RBI etc. At
present, there are 29 scheduled UCBs. L e ' . :
District Central Co-Operative Banks (Dccbs) and State Co-Operative Banks (Scbs): They are co-
operative banks at the district level and at the state level. Each district will have not more than one
DCCB with a number of DCCBs reporting to the SCB. Earlicr these two tiers were also under the
supervisionof the RBI. However, following the establishment of the Nationai Bank of Agriculture and
Development (Nabard) in 1982, the supervisory function of these banks has been passed on to Nabard.
The major objectives of the DCBs are to provide loans to affiliated societies, to act as a balancing centre
of finance for primary societies, to arrange for the supervision and control of the affiliated societies, to

utilize state partnership. These apex banks or State Co-operative Banks are formed by federating DCBs .
in each state. The apex banks assume a key-pasition in the'co,-opé_ra;tive credit structure because the
financial assistance from RBI and the National Bank for Agriculture and Rural Devclopment\ are
invariably routed through them. '

Problems of Cooperative Banks: The biggest problem facing co-operative barks is the they have more
than one master in the case of UCBs, you have the RBI and the Registrar of Co-operative Societies

(RCS) of the respective state and in the case of the district and state co- operative banks, you have

NABARD, the RBI and the RCS., Given tke close links between politicians and co-operatives and tlie -

fact that the RCS functions under the state government, in practice this dual or triple custody of the
health of co-operatie banks .has, in practice, led to poor supervision and control. Also most co-operative
banks are lacking in skill/expertise. Recruitments: are politicized as are appointments at most levels.
Income recognition and prudential norms that were' int.roduccd for .commercial banks in the early 90s
were also not extended to the co-opcrative sector. ' ’ ;
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Conclusion: India's cooperative banking seetor has been suffering in the last many years Sy Z(););

_ management and capital shortage. During 2000-2019, 132 banks had their licenses car\ccllcd an .
merged with other banks. There are over 1,600 UCBs with closc to 7,000 branches 1n tht? col\)m t}i’c
About 45 Indian co-operative banks with combined deposits of Rs.35,600 SHGIE {"ace. pcna‘llim'm::ctya 0
Reserve Bank of India (RRI). including possible prohibition on their opcrations, if they ?al bo ms 21 do
Junc deadline to achieve minimum capital and reserve requirements. of the 45 cooperat}vz mep;adesh
not cven have licenses but these together have Rs.7,600 crore deposits. of these, 16 are 1n Ut 1a(r N Utm;
three in Maharashtra, three in Jammu and Kashmir and one in _W.est,_Bengal. The 16flzznitillto ot
Pradesh together have a deposit base of Rs.2,900 crore ard will rcgulrc Rs.l,400 crorzfode gsns' il
the 4% CAR stipulation. The threc banks in Maharashtra have about Rs.3,008 crore 0 (% = o 5
23 banks will require about Rs.2,100 crore of capital to "‘Ch‘evf 4% capital 2 dcc!gacybr bu"c wiefe served

" NABARD'’s estimates. The remaining 2‘2 of ‘the 45 COQPer?t"’e-’b.ar"ks }Tave ljce'n,svs Faliese, seveli
notices by the central bank two months ago fqr non-compliance with its stxpulat‘on;.;’one and., s T by
i Kerala. These bariks have to raise their capital adequacy to 4% by t.he end of Ju e e Al
March 2014. All coop-erative banks have.to gradually migrate to 7% capital adequacy by ? )

: i rati ' illi d the
In March 2011, the total deposits of all district cooperative b:‘mksr stood at Rs.1.61 trillion an
advances-at Rs.1.2 trillion. :

Source:

1) rbiorg

2) The Times of india L
3) http..{'://en.Wi.kzpedia.Ql'g/Wiki/Cooperativ_e_b'anking
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