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From The Chairman’s Desk
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Future of Co-operative Credit Structure
in the Changing Banking Environment

Introduction

Even before the formal Co-operative
structures came into existence through the
passing of a Law, the practice of the concept
of Co-operation and co-operative activities
were prevalent in several parts of India.
Creation of permanent assets like village
tanks or common grazing land by the village
communities were fairly common practice.
Co-operative action is embedded in various
social functions performed by a person to
archieve common aims by group action. The
co-operation is therefore a joint and
collaborative behavior directed towards
some goal with a common interest or hope of
rewards. According to the International
Co-operative Alliance Statement of
co-operative identity, a co-operative is an
autonomous association of person untied
voluntarily to meet their common economic,
social, and cultural needs and aspirations
through a jointly - owned and
democratically—controlled enterprise.
Co-operatives are based on the values of
self-help, self-responsibility, democracy,
equality, equity and solidarity. In the
tradition of their founders, co-operative
members believe in the ethical values of
honesty, openness, social responsibility and
caring for others. The 7 co-operative principles
are : 1. Voluntary and open membership.
2. Demaocratic member control. 3. Member
economic participation. 4. Autonomy and
independence. 5. Education, training and
information. 6. Co-operation among
Co-operativesand 7. Concernfor Community.
Co-operative Banking Structure in India

In the Indian context the co-operative credit
structure comprising of Primary
Agricultural Credit Societies (PACS) at
village level, District Central Co-operative
Bank at district level and a State Co-operative
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Chairman, Board of Administrators

Warm Welcome by our Hon. Chairman Dr. M.L. Sukhdeve
to the Chief General Manager, Shri Dr. R.N. Kulkarni,
Regional Office, Nabard , Pune.

2.2

Bank at State level the Urban Co-operative
Banks (USBs), refers to primary co-operative
banks located in urban and semi-urban areas.
These banks, till 1996, were allowed to lend
money only for non-agricultural purpose.
This distinction does not hold today.
Co-operative banks were traditionally
centred around communities, localities work
place groups. They essentially lent to small
borrowers and businesses. Today, their
scope of operations has widened
considerably. These institutions were given
formal credit status by legislation in 1904.

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. Co-operative banks
generally provide their members with awide
range of banking and financial services
(loans, deposits, banking accounts...),
Co-operative banks differ from commercial
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,



2.3

3.2

which put them at a level playing field with
commercial banks.

The Co-operative credit structure has been
playing important role since its inception
mainly focusing the credit support to
farming communities for crop cultivation
and investment for agricultural related
activities in rural areas and small business
activities in semi-urban and urban areas.
After nationalization of commercial band in
1969 and 1980, introduction of service area
approach, formation of Regional Rural Bans
in 1975 the other banks have entered into the
rural financing through the expansion of
branches and targeted lending to agriculture
and rural sector. Despite the expansion of
branches, co-operative banks retained their
relevance in rural area as they had their
presence up to villages through PACS.
However, dependency for funds from the
higher agencies like PACs on DDCB:s,
DCCBson SCBs continued till today.

Financial Sector Reforms

The Financial Sector Reforms, a segment of
Economic Reforms adopted in 1991 had
given different dimension to the banking
industry to make them comparable with
international standard of banking. The major
changes were freedom to determine the rate
of interest on deposit and advances,
prudential norms for classification of assets
quality, interest income, NPA norms and
transparent accounting for real and true
financial position of banks.

It was observed that the reforms measures
have surfaced the financial weaknesses in the
co-operative structure. In the past various
committees were formed to suggest revival
of rural credit structure. they covered
various aspects like improvement in
systems, process and management but
financial support to cleanse in the balance
sheet was the first effort through the
recommendations of Vaidhyanathan
Committee on revial of short-term
co-operative credit structure. Losses on
account of business wars funded by the
Government of India, whereas the losses on

3.3

account of Government. The revival package
was implemented in Maharashtra and was
expended to have strong co-operative credit
structure comparable with the commercial
banks but after implementation of revival
package most of the DCCBs and PACs have
again gall back to their pre-package position.

The efforts and financial support did not help
to continue as strong rural credit structure.
The high overdue and provisioning thereof
as per the prudential norms have impacted
the financial position of the co-operative
banks. With regard to agricultural
co-operative credit structure, although the
gquantitative expansion has been somewhat
satisfactory, the movement continues to
suffer from structural defects and
operational deficiencies. The acknowledged
operational deficiencies of the Co-operative
credit structure have been (i) weak recycling
of credit, (ii) poor resource mobilization (iii)
infective lending and (iv) poor recovery (v)
absence of governance (vi) lack of
professional staff (vii) financing to
traditional activities.

Changing Banking Environment

There has been paradigm shift in banking
operations and business and the banking
industry is passing through the technology
based banking. The traditional banking
practices are being replaced with the
technology based service delivery and new
areas of business. The expansion of branches
in rural by the banks, financial inclusion
programme for reaching to the every adult
member through various modes have been
posing the challenges to the co-operative
banks. The introduction of small Banks and
Payment Banks in the banking structure will
further create competition for the
co-operative banks, large number of PACS
are not viable, three DCCBs in Maharashtra
are not having license to carry out of the
banking business while some are financially
weak and unable to purvey the credit to their
member institutions.
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Vi

Vil.

Viii.

4.3.

b)

The recent developments taken place in on
account of measures initiated by the
Government of Maharashtra, Reserve Bank of
India, National Bank for Agriculture and
Rural Development. Afew developmentsare.

Amendment to certain provision of The
Mabharashtra State Cooperative Societies Act,
based on the 97" amendments to
Constitution to ensure the Co-operative
principles to the members of Co-operative
societies, roles and responsibilities of the
members, democratic control, self reliance
and business managementetc.

Maintenance of Statutory Liquidity Ratio in
Government Securities by DCCBs on par
with the commercial banks. The funds kept
with SCB will no more the monopoly for SLR
requirement.

All the DCCBs are required to achieve the
CRAR to the extent of 9% in a phased
manner.

Income Tax lability on the interest on deposit
by the co-operative banks

Financial inclusion for covering the
uncovered adult members under the
banking fold.

Proposal of DICGC on differential premium
for deposits insurance.

Risk based supervision of banks.

Introduction of payment Banks and Small
Banks—anew banking structure.

The changes taking place in the economy and
refined norms introduced by regulator and
Supervisor have also created opportunities
to the co-operative banking for business.

With the focus on economic growth, private
investment have crucial role and banking
sector have to mobilize deposit to bridge the
gap of ground 38% through private
investment of the GDP. Co—operative banks
have to change its deposit products suitable
to the customer.

Service sector growing very fast when
compared to Agriculture and industry
sectors and there are lot of service and
employment opportunities in it. Banking
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Hon’ble Chairman Dr. M.L. Sukhdeve addressing the
representatives of sugar factories at State Level Sugar
Conference held at Administrative Office, VVashi.

products are required to be designed to suit
to the requirement of customers.

Technology based demand for new banking
services for the customersinrural areas.

Changes in paymentand settlement system.

Despite expansion of branch network, still
co-operative banking structure has its
relevance in rural activities.

Future of Co-operative Banking

The PACS are not the banking entity is they
only lend to farmers for agriculture
operations. They do not accept the deposits
and totally depend on the DCCBs for funds.
to make them sustainable and self reliant
they may go for deposit mobilization. But the
faith and confidence have to be created in the
villagers and members.

With the adoption of technology in banking
operations in the banking industry.
Customer expects similar facilities from the
co-operations banks. A few strong DCCBs
have started the technology based operation
like Core Banking Solution, transfer of funds,
ATMis, debit cards etc. Being the small units
at district level and limitations in investment
intechnology, itis difficulty for them togoon
stand-alone basis. It would be rather
desirable and economical to go for
technology adoption in a common platform
to be created by the co-operative structure. In
such situation, the Maharashtra State
Co-operative Bank van play a lead role in
creating the common platform for
technology operations and services to all its

©



constituents. PACs will also have to be
brought in to the technology based
operations. This will help to provide the
banking services to the people and also to
improve the businessat PACS, DCCBs level.

Government in co-operative banks is a serious
concern. The decisions particularly for
lending are not on commercial approach. It
should be seen ad the business rather than
help to the members. Further the deposit rates
are higher than the commercial banks. As a
result the financial margin id inadequate to
meet the management costand risk provision.

The efforts from the management are lacking
in recovery in NPA accounts. Monitoring
system of loan cases from the sanction stage
to closure of accounts is required to be
introduced. Mechanism like early warning
signals for NPA accounts will have to be
devised.

Designing new products according to the
requirements of the customer is a need of
hour. The co-operative banks including
PACS are mainly involved in providing
credit for agriculture operations i.e. crop
loan. At DCCB level funding to societies for
crop loan is a major business besides
providing loan to co-operative processing
units and salary earners societies. They have
started providing loans for housing to a
limited extent. The demand of the customers
have changed mainly for services activities,
Some of the commercial banks lend for
tourist purposes. Taking into account the
need and demand in the area of operations,
new products have to be introduced. The
scope should not be confined to only crop
loan but beyond the traditional approach for
lending.

The immediate need is to have the new
generation staff in co-operative banks.
Recruitment with computer knowledge and
Competent staff have to be inducted through
recruitment process. The existing staff is
required to be trained in managerial,
operations, appraisal and lending etc.

Strict regulatory and supervisory norms by
the Reserve Bank of India and NABARD

have many challenges before the
Co-operative Banks. Co-operative banks are
now comparable with the other banking
sector, Compliance of the revised norms like
investment in Government Securities,
Maintenance of SLR etc. needs expertise to
deal withiit.

8. Mobiles have reached almost to every house
even in rural and banking operations are
handled through such devices presently in
urban areas. Rural people will also going to
be asked for such services from the rural
banking otherwise they will switch over to
another bank. To retain these customers,
service delivery will have to be improved
through the new devices.

Conclusion

The Co-operative banks have still relevance in
rural economy and have good network of societies,
PACsand branches. Despite expansion of branches
by the commercial banks and financial inclusion
programme implemented to bring the uncovered
people into the banking fold, co-operative banks
have their share in banking business. Needs is to
move with the pace of development in operations,
technology and new products and services to serve
the membersand customer.

Oo0o

Banking News

NPCI enables over 200 District Central

Co-operative Banks with Rupay
NPCI enabled over 200 District Central
Co-operative Banks (DCCBs) under RuPay Debit
Card network. With this development, NPCI now
digitises about two-thirds of 675 districts in the
country through its network of Regional Rural
Banks (RRBs), State Co-operative Banks, Urban
Co-operative Banks and Scheduled Co-operative
Banks with electronic Payment mechanisms. Major
states covered are Maharashtra, Uttar pradesh, West
Bengal, Uttarakhand, Andhra Pradesh, Bihar,
Karnataka, Gujarat, kerala, Odisha, Haryana,
Himanchal Pradesh, Chhattisgarh, Punjab,
Rajasthan and Telangana. Customers of DCCBs
experience state-of-the- services. Over 280 million
RuPay card holders have an access to 2.2 lakh plus
ATM'sand over 12 lakh Point of Sale (PoS) terminals
across the country.
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Depeve KeHe kelene kedje3e®e Deen. ..

ne Deen YelekeleU

veeyee[ve ¢0.31 ceee, 2010 0%
JOsevekeh IeteomeCiece0® jepe yekele
Widle GG pjedeue, jep% yeked
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(1) 3% lej leoeBes feleles Kedjh Mekedle
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ok veeyee e hede{u3eecel yeked@ee pee DeYeletide emlelee Peeue, les
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I3wielej €0.7 e, 2011 jepee yekelOe meBesuekeh ce[U yejKeumle
T Hebeemeled co[U owdelele Peeue, He{ jep® Mesmeveskeh [
Deedeenveele Lekeh nces Hesie ~270 heleie yekedme Heshle Pesue, medeedSee
"Deleked” fedeleecsU mejheime Deleiele pedl3e, Jemeudse hodjhve
SeeeSce0eeue ceep3e jledcse cosedU%e neTve yekades vebele Je vel JLe
Ju{ usieu, 80.19 Seheus, 2012 jepes ejPeIn yekahve jep3e yekedne
“Yeskehi uesSemenme” Heoe ek Teielee leuediej O keduee, Jeiej Jeiej
0Keeue Deelee “Felengme* Pesus... !

Deelee meDeéemLeleele Desuse jep® yekeh mecsej ~2,100 kelei
Vel JeLe® Deemeteeme Heene@euee  Deen, meeDeej SDegj 15... @3 Heshee
peeoe Deen, meelel3esve “De* Jeie Deeles eceUeJele Demeve ieuee 3 Je 10...
ugYeele ole Den, kelcw Peueude plece0® Ji{ nele Den,
fekpeJaedenej mecseOumvekelejked Jeog Ie Den, 1 Jeleceve” Deen...

HeCe cnCeve i Uve” ey e jemLeles Posues Deen kel 2
KezBe o8 veene !
Deme Deen Jeleceeve

Dasbeui®e ekeA@e meieCekeekedjCe Kebe Doudes mejih Pesue. menleeele
meieCekelehedj Ceedej meciej 26 Jecae Hedee poeC3eeee Heelve kedjCeefe jep
Yekeh Heenuee menkele e yeked Demeue. 1990 6% meceejeme " Des3eie ele"
mLesehele ne e “veukele" HelbveeBee Youiee ceepoe elchBer  yekehve leleu3esde
Devekeleves moej Ceele Dameue. Deieo 1991692858 meceeeme ce. jeCe
felotBeime” n3e 1%)eU6% micked SkemeBepedejeu euemi [ kelieveeme
Destbu3se Deelej jie<ie% yeekelic eJeVesieeBe (18.0) metCe meieCeleleedj e
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Kej oeBe Hece hekj Ce Jeej edOeene, hedfovene ke s 3eFue.

Hed pesTve SeevetileF [ Hece mesuiBeMeve (U1 KA pee3s8e Deen,
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K Kelere ke jiedeeee Deen. .. keljede ueieCeej Deen, lej 08 ne mdeeheles
neCee] Deery. eMedee3s veJeeve SveHeeS nede oCe veene ...
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DeekelerOekel meednie/ Kekji Kesle Gle[we “uee Kelemi' Pl
Je{edeC3emepe “holemee® ehedcome 25... HeSele veCe Deedehi3eked Deen.
I3emeeoe Meskeeve, ceekee ie Desetmemeee, yeeleie eJeeeiceme Defj Meé
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ojefenle Peeue Deen. Meemekeks3e Kelpejekeedejeue fej leedee Deeles
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Deenele vee 1 veeveih [ Fukelce JeedCe 1 yeked@3e C<eve Kej@e i pede
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meceej 21,000 meJee meemee3 3¢ Deenle. edeeeiedeej Heej<con/ celle
leTve ieimesedesee feMve mee [edeCe jep3e yekedme eMeKej yeked cnCeve
Yeedec3eele el jiede Lieiewt.

oge. menkele cedee ceneo3e Seves 1303 jep3 yekeldss Yeiele
jepSeleeus Geeieu3ee medse mesmes3eT 3eve: e yekedie "De” Jeie meYeemeo
ejve 16T e Lo fooked el HejJeoe edjedee, Deme mesiele Kedue Deen,
D3 epeune yekele miT uednue yekekme keleceieve eoueuse Kejere /jyye
niscedee kel hedpe GeT<i HeCe edjid Mekedle veenele, Deblee Debtele
opeune yekekeO%ie Keledeshbiele jep3e yekeve medee meemesSeiSeev Led
kekoehej Jeoe kekj C3uBe Deednewe VeedecSeele maskelejiede Useieuts. epeung
yekeleves 13emeeoe “yeemee" cee [ue crCave Jueej e 3eFue. Deskej Meveue Je
fele [ ejimkek 328 J3eJenejiele hels hedcos neFue SeeBes Seemeeoe DeeKeCi
fekjedee useieus. menkelejelesue J3eemes3e JeefedeC3emeebe n YosdecBuele
ek jede ueeieCeej Deen. Sshedesde iednuej cee. Dee. jlejece jepeve S
Umlejese HolemejOeuede meleedeeBe “cieveije Heseuemeece03  habue.
"o GueDegjie* ne 13eeceUGe Meyo He{ Deeues.

veicje yekele@3, Helomemlosdie Heejeace, [%eBe “eMeKej" leteh
eMetieCe Deme edeedeeeiee eJece3 meceej Deenle. Kefie kekene Depawe
ek je3e0e Deen. JeU eveleve pele Demele. ..

kU keAeQeemeepe Leeyele veene... cnCevede ewOeejele  JeUle Jeie
Heked [ ve meJekeene ked jede uggiele Je usgieue. .. !
30 metiyej, 2017 ne [3eemeeoe leejeke evede[ 3e...!
L lea KetJdee meJe mpkeAuHe eme0oeue: VT 3. Depee Kete Kelene
kehje3ee Deen. [3eemegfoe Skeh Jeceees DeJelge e mee Deen !
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jep3e yekehie Deelee Skeleelcskeh (FeRiei [) meskej Gheeieemeepoe
eke e Jeoe ek Ceee Oeej Ce Dedeuseyeue Deen. 13sele Heece e meekGej
Gltezoveyeeyej@e Flevesue evescelee Je edepe evescelee Hekedutbewe Kelpe
jdpe eljC3mle 3elw. oMl Demleldeleeue Geeue meKej
felejKemdoe meeKej Glieow, emlejekedjCe, edepe evscelee Je
e [micusjemeee Kelpe Hej Jepe kedj C3es8e Oeej Ce Dedeuseyeue DemeueceU
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ehueu3s iseUnee: ltebles 60

De) meeKej GlHeeowe 86
(ce.ugeke Twe )

O bee. Sme. Te. Jeele
mej J3edemLeshihed

OMetieleUeJej mex0ee CetiCe OMesDeleiele Jutejemespe 255 Ie 256
e 0e. T meekej Uesile. i 2015616 eljheeje [ meKej Deoepe
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neFue. nigges 2016017 ¢x0% meKej Hees jeneus. [BeecsU meeKej Desdeele
ehjedeees DesJehekeles YeemeCiej v, il Jec®e Luele @eue ol Ol
HeeleUedej meeKej Glieowele meosj 7., Tei Deteatele Den. jepss HeeleUedej
25...Iej jep vk uelelej Ko 32 [e 35... Kele 1 Deele D,
y&) menedepe eveecelee 80
[efieeMeue meeKej helej Keaveedee meKee  Hekedute Hacelee ce. e

Jep3eeleeue 103 1850.75

jep2e menleleje yeled 40 713.28
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25... 161 Je e Demelee. Meele mesdeej CeteCe DesBessished, Melee Je lejieles
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59... Den.

meyeye, Flevesus GlHoveeme Kete Jeede DemeusiecelU Je neeoj
Oueieue DemeueecsU meekCej Kelej Keev3ueBee kebue FLevesue Gligsoveskeh [
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Gltoweele cxp3ee feceeCeedey el jeneus. IPecel  nigece
2016017 0% feeoehekeh kelGeNooees melekeh  jenwe
e Kev3uekeh [oue Mo hekelce@ee Jemeudes hekjCe DeedeM3dkeh
Deen. cieBe 2017 DeKej KeleCeleene holej Kemee Ste.tee. S. c20%
peCeej veene. Seemespe meeKej Glreeoweslewe Homees  meekGej
eJekaleleve JemeuSe kedjedee uiieCeej Deanle.

2) itle Jee leuewle jep3 yekeldse KelejKeediBe meekej
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Glisoveele 32 e 35... Ie1 Deteessuee Deen. meeKej GlHgeoveele
lei Desudieme jep yeked@ee meej GDesieelesue J3edenejedej
HeejCece meYedelie. [3icsU owBe 2018 DeKej jepSe yekedme
meeKej GBeeieeleeus Jouepes®e Glheweele uetieCeede Iei neFue.
Jaumpeele neCeeje 16 vedeeve meeKej helej Keev3eme edemlesjekedCe /
DesCeevekelekedj Ce/Kelepeve/e [ euieje F13moemeshe ce03ece ceole
ekpe mJejiendee kedpe HejJepe Keljve J2epe GlHewme Jue{edeCoeede
Heselve kedue pesle Deenle. eMedee®s veeve-Helece meked jee0Se Floj
Hesked3ee memLeeves ce03%ce ceolee kedpe Fej Jeboe Kok Ceeme feeevs
0C348e Opej Ce . feMeemekele3e oo Usne Teleus Deen.

iele leeve Je<eele meeKej GDeeieeleve eceUeueue J3eepe Gltiewe 60

(jih.keleiele)

De kel e SleiCe Joeore meeKej GReie meskej GReeie
Glhewe Gliewe | enmmee
1 | 2014615 815.23 | 325.16 | 40..
2015016 995.17 | 432.46 | 44.
2016017 | 1065.00 | 480.00 | 45..

meekey o @ed jeenuBeceU Ji meeKej ojeld Jeed neCoee@et

Mekeelee edeeejiele Tedowe, bolejKemdommee meeKej edekele Slepe
meKej meep JeKeue. IBecelU ceBe 2017 DeKejeme meeKej
GDeeiostieemeve@e  Joepe  GlHewe  @geicus  jeenue. leLosete
odkeleUsceU meeKej nieece HeYesele PeeuSeeceU cue 2018
DeKej meekej GDesiceleeue J3sepe GlHeweele Iei Detbetele Degn.

3)  kedé / jep3e MeemeveeBe eej Ce 60

niwee 2014015 0% iele niesede mejhdeeleeme meekej of
cupe HecaCeele Temejue nele. 13wlee KelejKenvdeevee Te
GIHgsokeh MelekelN3ammee Gime eyeuesie jhekedce (St Deej.fee.)
0Ce Deeke3s Pesu nele. oMeelseus Shek. Dicj oo, Bes Lekeyeskol
~12000 keleied% Jej ieuse nele. jep3 yeked@3ene felene
el Keev3imvee St Deej .tee. oCe De [06CeBe Posuie nele. Lekelele
Stk Deej . s jep3e Moo, Kolej Kenv3esked [oue meeKej
meepe pefle Kekjive edekele hekjh Mekehle. [3eceU) jepd kel
felpeeBee Jemeuse FeYeeedele nele. meKej petle Paeudeeme jop3
yeked@e kedpe Jameueeme Osekele eveceeCe nelee. ne yeeye TeUCemeepe
Deeles St Deej e, eoueu3ee helej KeevdemeeBe HeeOeevdeme kel
Hjdbe KehjCoeBe OwjCe iele nicecettemere jep3 yekehwe
iekelej ue Deen.

jep3e yekede kedpeeBee mejieselelee peteCemeshe e Glreeoked
MelekeiN3eevee meteCe Te eyeueeBee jhekelce helejiKeevdome eoue
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cheee veene 1 anCxeBes pyeyeonje jiep3e yekebdej Seduve e ueues
DemeusiceU  Hosoeekeh kedGeNee Jo Jo #eiede 3eeCe pasiejiled
jenwe jepe yeked kedpeemeeyeleBe meteCe e eyeuesdee hekelce
Melekel3eeves Deoe kehuee veene n eneCe i peBe Deen.

(oS Meemeveie  meekej  ewSelCe cdele edues.  13eceU
(el Keevdieves meekej elekole@ee coVie eceUeuie.  iej pefecsCe
felej Keevdume meekej edekele Kekjh ueeicue. yeepeejieleeus meeKej
meefo3eele ceefo3ee HecaCeedej @ef / Gleej nede useieue. yeepeejele
DesOkeh meskCej 3C3oume b Ve Poeuie. [3eeceU mskGej 0f lemejid
Uggieue.

nieice 2016 20 ke ojelesue lemejCe evedeusele kekj Comeepoe
ek Meemevesve meskCej eve3eele Deveoe Oeej e emJekelej ue. ked6@3s
meekej eveSeeleemegfoe 4,000 ce. Tve Deveosye 0C3eeee eveCe3e
leleuss Je keA@Bee meskej Desdeele el 25... Jejve 40... kebuge,
Fleveue Jejeus Deyeeleje bekj 12.50... JT kebuee. lomede
odkeleUs enleleecsU  oMeeleeue mesKej Gligowele Iei Desue,
I3csU Deekeieyej 2015 ceOesue meeKej@ of Heele ekeJeiue
~1,900/6 kjhe Deiemi 2016 0% ~3,700/6 ¢
~3,800/0 He%le feeneue. yeepeejeleeus Gef meeKej@e of
edeuejele [edeve, Kel@ Mesmeveeve Ueie@ee eveCee ethjdoue. el
Mesmee@e - Oames [e0e Ocej CeeceU meskCej 0 lemej Ceeme mef el
Peeuee. Deelee mesKej oj ~3,250/0 Ie ~3,400/0 feele
tkedenue He3ele Keeuse Deeue. meeKej ojeleeue Iei, ojeleeus
DeenLej s, ewedeelese OmjCe  Seecel meekCej GPesieedes hele [
Peeues. meeKej 0jeleeue YeaJedee{ Je Yeede DesCeKer Jeed Ieeue 3¢

Jhelee 105 Jie Jocekeh medemeOiejCe meYee €0.03 mefiyej,
2016 jepe ceK3e elBeje 3ele mefewe Peeuse. SeedeUs yelelf%
HeMemekele3e ce [ Uee cie. DeOBefe [e. Sce. Sue. meKeode Seevee mewe
2015 -16 3% DeeLekeh Jecole yekehve hebueu3ee fiielee@ee Denede
Ielaer, DenJieue Jcele yeedues ~390.83 feleTe Flekee {eyel veree
lej ~242.85 keleeee evedJeU vekele Heele PeeuiSeeBe mesgieloue. meve
2015 -16 34 Deseeeh Jcel yegse Deseeeh eleecs03 Peeeu®e
Heieleecel yekeAB3ee mede meYeemeoevee 10... UssYeeMe peencj kehjCeele
Decuge.

ejiPadn yekeh Je vesyee [ 03¢ cosieoekeh meBevestbcCe ciefe 2017
Dekej 9. Yee[Jeue Heeeflelee HecwCe (meeDeejSDeej)  jeKeCe
DeeJeMeked Domelimee, yekehve Dendeeue JecDeej 15.01.. Fleked

ceuete<p Jelleele

G Ve ele Keav3eeves meeKej edekele coondeue. 13mcel el
meeKej elej Keevdeskel [ coyeushed fecueCele meeKGej - eMeuueked
Jeneugs.

mekej of Juf useicuduceU kele Memeeve UsicBe meekGej
oo colelee OjCmuer To oCwj OmjCe emdekelejue.
e Keeveeves mefiyej DeKGej 13ou8eke [eue meeKej Glreeovesd®es
37... mepe pleedee Je Deskeneyey DeKej 24... pleedee. 13ecel
e HeceCeele mesKCej Hovne yeepeejiele Desues. meeKGej 0 lemejih
uggies.  13gceU Degiemi 2016 0% ~3,500/0 e
~3,700/6 Demeueut 0f ~3,250/0 31z Keeue Deeuie. keké
MeemoeBe Oejmee [ OejCicsU mekej GPwieele filej ceep3
heouCeele Oeq-Glexj el Demeve, e yeeye meeKCej GBeedoame oaejhed
Deen. meeKej 0f enlej jenve MelekelNee0e e eyeusedee meteCe
jlekelcs (St Deej.Hes. ) Vevieedelee 3eedee, Seemesfoe ke Meemaeve
mekej Glisoked Jo ionkeh cole ceolee QmjCe DeieskelejCe
DeeJeheked Dezn Develee ~35,000.00 keleiede Gueefoue
Demeueu3es, MelekelNesaee ~19,000.00 keleiege Glewe oCije,
Tme le[Ce cepej Je Jenlekelosjeves ~6,000.00 keleie
tejediCeeje, 20 ueKe meYeemeoeBe Yesdelel3e peetbemeCeeje, 2
eeKe KelceBeeje Je 20 usKe Defel3ete jepeisjedee jepee jeie
Demeueuge meeKej GBeeie ueSeeue peeC3ume JeU uepieCeej veene.,
I3ameee ke Mesmeveewe cole ceole OeejCe emdekelejive meekGej
GBeeie JsBeeJeC32ee fe3elve kekj Ce DeeJebiSeked Deen.

Oo0o

Vet [ Jeue He3eelle eceeCe iesoue Deme, yekel@e vekele cou%e (e JeLe)
~1,961.47 keleie Fleked Peeue Demeudedee cesenle 3eJeUs
meYeemeoevee 0C3eele Desuie.

meYeB3e meCdeleome meBeves JeeGeve Kedjibie e, JoedemLosheeee
meBieucked Dee. Feowo kedveel[ 3emvee GhieemLelese meiele kedue, 3wl
Bomeheepedej cee. feMeamekele® co[Uede [e. Sce. Sue. meKeode
SeoBemen . meom® Die. DeMesked S . ceicoce Je Pe. hek. Swe. leeye J
Jeeveked eKesteejeked ce. yeujhel Dev[ cepeceoej Bt Hoelesveles
meeS meste3ee YeT GHeemLele nel3ee. yekeA@See cee. HeMesmekehee ce [ UeBe
e, meom3e bee. kel Sve. leeye S meYeB3 MeJeie DesYej feoMee
kehue. 3eeJeUs meYeemeoe@ee men Yeeie sttiCie3s nelee.

98

@zaﬁa«- 209€




Changing Face of Banking Industry

Banking Sector plays
avital role in the economic
development of India.
Primarily being an
agrarian economy, the
liberalization in India saw
resurgence of services
sector on the fast lane. Post

| & .
‘_L liberalization and
globalization of the Indian

economy, Indian banking sector has undergone
paradigm shift in scope, content, structure,
functions and governance. Their very character,
composition, contours and chemistry have
changed and the process continues.

From providing plain vanilla banking
services, banks have gradually transformed
themselves into universal banks. ATMs, Internet
Banking, Mobile Banking and social banking have
made , “Anytime Anywhere Banking” the norm
now.

The advent of information and
communication technology has turnover brought
about radical and perceptible change in the
operational environment of the banks. Presently,
banking sector is faced with multiple and
concurrent challenges, increased competition,
rising customer expectations and diminishing
customer loyalty. What best the banks can do ? In
this fast changing and complex scenario, possibly,
the only solution seems for each bank to give the
customers optimum blend of technology and
personalized services in the most convenient
manner at low cost.

& -

State of Banking in the post-liberalization
period.

At the time of liberalization, the Indian
banking industry was operating in a highly
regulated, regimented and protected region.
Realizing that the banking sector would have to
play akey role in the economic reforms process, the

affeetaR - 209§ ﬁg{

Dr. Smt. Tejal Korde
Principal, Shikhar Training Centre, Vashi

Narsimhan Committee had been formed to

recommend reforms in the banking sector with the

objectives of granting autonomy and flexibility to

the banking industry and improving its efficiency

and profitability. The major important reform

measures recommended by the Narsimhan

Committee were:

= Capital Adequacy Norms

e Accessto capital markets

= Prudential Accounting Norms

e Competition through permission to private
sector banks.

= Reductionin Statutory Liquidity Ratio (SLR)

e ReductioninCRR

= Redefining the scope of Priority Sector Lending

= Freeing of interest rates on Deposits and
Advances to promote competition in the
financial sector.

Most of the measures suggested by the
committee were accepted by the Government and
Indian banking sector witnessed an
unprecedented shift from regulated to liberalized
banking practices. Interest rates were deregulated,
branch licensing procedures relaxed. SLR and CRR
reduced, entry to foreign banks and new private
sector banks rationalized resulting into
introduction of element of competition into it. In
1994, SEBI for the first time, notified regulations to
bankers pertaining to public issue. Public sector
banks were now allowed to access the market to
raise funds, leading to the dilution in the
shareholding of the government. Another
important dimension of the banking sector reforms
was introduction of “income recognition norms.”
Challenges before the Banking Sector
= Pressure on Profitability
= Low productivity
e Problem of Non-performing Assets (NPA)
= Problemsfrom customers
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= Risingcustomer expectations

e Customer centric market

= Competition from private banks

e Competition from MNCs

= FastChanging technology

= Diminishing customer loyalty

e AssetQuality

e Problem of managing ownership and
competition

= Problem of managing diversified customers

= Challenge of gualitative changes in banking
paradigm.

Evolving Strategies for the Growth and
Development of Banking Sector in Future

With ever changing face of banking industry
worldwide, visualizing the scenario in the years
ahead. Success would crucially depend on
strategically effective and intelligent management
of marketing and customer relationships.

1) Intensively Competitive Market

2) NeedBased Technology

3) Consolidation through Mergers/
Acquisitions

4) Customer Relationship Management

5) Delivering Customer Delight

6) Imparting Good Governance

7) Corporate Social Responsibility

8) Appropriate HR Policies

9) Management of NPAs and Robust Risk
Management Architecture

10) Product Re-Engineering Strategy

IMPS clocks 31.65 million transactions in July 2016
Immediate Payment Service (IMPS) recorded 31.65
million transactions in the month of July, highest being
over 1.5 million transactions on July 4, 2016. IMPS
continue to be the preferred option for real time
payments among consumers. Several banks are
extending customised services of IMPS to cater tothe
need of their customers.
Banks implement RuPay EMV platform
International cash withdrawals and transactions
on Point of Sale (PoS) terminals will now be seamless

Banking News

Conclusion — The Banking future isdifferent

The economic reforms initiated by the Govt. of
India have changed the landscape of several
sectors of the Indian economy. The role of Banking
Industry is very important as one of the essential
service sector.

For a successful banking business
management, analysis of large data and
information play key roles in devising new
strategies, products and services. Due care will
have to be made while embracing technology and
transforming traditional touch points to electronic
ones, so that human touch with customers is also
not lost. In the end, it can be rightly said the
productivity and efficiency will be the watch
words in the banking industry in the years ahead.
Strategizing organizational effectiveness and
operational efficiency will govern the survival and
growth of profits, besides bringing changes in the
mindset of the employees, which is imperative
with the changing times. Continuous quest for skill
upgradation at all levels, development of Vision
and Mission statements with commitment to meet
them with dogged values, are some of the aspects
which will require continuous and urgent
attention by the banking sector in the times to
come.

Traditional Banks need to sharpen their
strategic focused to remain relevant by Changing
the culture and behaviours of the organizations
and investing in customer service and operational
innovation refocuses on product, technology,
speed of services at least at the standards set by the
competitors. ooo

and secure for Catholic Syrian Bank customers as the
bank has enabled RuPay Platinum EMV International
Debit card. Corporation Bank, KarurVysya Bank and
Bank of India also enabled RuPay EMV chip - based
cards for their customers. All payment needs will be at
ease and more secured on RuPay EMV platform. RBI
has advised banks towards issuance of EMV chip and
PIN cards pertaining to Security and Risk Mitigation
Measures for Card Present and Electronic Payment
Transactions.

&
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Co-operative Banking : Yesterday & Today

Co-operative banks
were conceptualized to
cater to small entre-
preneurs, agriculturists and
people with no collateral,
artisans, petty traders,
women and rural folks. The
concept of Co-operation
was pioneered by
Mr. Hermann Schulze
(1808-83) and Mr. Friedrich Wilhelm Raiffeisen
(1818-88). Basic requirement at that time was easy
availability of finance to small businesses and poor
segment of society. In India Co-operative
movement started with enactment of The
Co-operative Credit Societies Act, 1904.

Structure of Co-operative Banking in India

The Co-operative structure in India is a three-tier
credit structure, at the top is The a State
Co-operative Bank. At the middle level are District
Central Co-operative Banks (DCCBs) and at the
bottom level Primary Agricultural Credit Societies
(PACS). Accordingly in Maharashtra we have The
Maharashtra State Co-operative Bank Limited
(MSCB) as apex Co-operative credit Institution. At
the middle level are 31 District Central
Co-operative Banks (DCCBs) and at the bottom
level, over 21085 Primary Agricultural Credit
Societies (PACS).

Relevance of Co-operative Banks in today’s
environment.

The business of banking revolves around
effective mobilization and efficient Application of
funds of the bank. Changes taking place in the
banking business in recent years as a result of the
financial sector reforms are too fast and
challenging to the bankers. Emergence of banking
through hand held devices such as smart phones is
an example. Competition in rural banking space
would intensify once entities like small finance
banks and payment banks become reality.
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The co-operative movement and banking
structures have come a long way to support and
provide assistance in activities like credit, banking,
production, processing, distribution/marketing,
housing, warehousing, irrigation, transport,
textiles, dairy, sugar etc. Indian co-operative
structures are one of the largest in the world with
about 67% penetration in villages and fund 46% of
the total rural credit. It also stands for 36% of the
total distribution of rural fertilizers and 28% of
rural fair price shops. This success of co-operative
movement may be attributed to failure of the
commercial banks to fund and support the needs of
ordinary people who were outside the formal
banking net. Co-operative banks helped overcome
the vital market imperfections and serviced poorer
layers of society.

Major irritants in the functioning of the
Cooperative Banks

The duality in control by Registrar of
Co-operative and Reserve Bank of India has led to
ambiguity in power structure.

Co-operative sector have grown maximally in
states of Gujarat, Maharashtra, Tamil Nadu
whereas the other parts of India don’t have a
heightened presence.

The state partnership in co-operative
institutions has led to excessive state control and
interference. This has eroded the autonomous
characters of many of these entities.

Dormant membership has made them
moribund as there is a lack of active members and
lack of professional attitude.

Their main focus being credit so they have
reduced to borrower-driven entities and majority
of members are nominal and don’t enjoy voting
rights.

Credit recovery is weak, especially in rural
areas and it has sustainability crisis in some
pockets. There is a lack of risk management
systems and lack of basic standardized banking

90



models.

There is a widening gap between the level of
skills and the increasing computerization of banks.
The Government needs to have a serious look into
the issues as they did not show an impressive
growth in the last 100 years.

Current Scenario in Indian banking

Changes taking place in the banking industry
asaresult of the financial sector reforms are too fast
and challenging. This has created a competitive
business environment on the one side and opened
up wide opportunities in the area of investments,
advances, services and so on.

In the final phases of 20" century banking had
witnessed emergence plastic currency in the form
of Credit cards, Charge cards, Money cards etc.
Cards are gradually being used by a large number
of people as it avoids carrying of paper currency
and its connected risks. Cooperative banks are also
operating in the same environment, yet they
became mute spectators to rapid changes
happening inthe present banking sector.

As the business environment changes, the
customers’ expectations are also growing. Now a
days customers demand more technology driven
services. From bankers’ point of view, the term
“customer service” had undergone changes over
the years beginning with Customer Serving
followed by Customer Pleasing, Delighting and
now the ultimate challenge for all is Retaining the
customers.

RBI has prescribed disclosure norms on aspects
like capital adequacy, asset quality, profitability,
country risk exposure, risk exposure in derivatives
segment etc. The main is to strengthen the
soundness and stability of the banking system.
Capital adequacy ensures the financial
fundamentals of the banks.

Road Ahead for Co-operative Banking in India.

Co-operative banks are not insulated from the
changes taking place in the banking industry. The
recent developments in banking technology and
expansion of telecommunication network have
ushered in new banking experience. Customers
have benefited by way of quick and efficient
service delivery. The increase in level of efficiency

9c¢

has been translated into higher profits for the
banks. Most of the technology initiatives have been
taken by new generation banks and the Public
Sector Banks have also followed suits. However
only a few Co-operative banks have been able to
adopttechnology inabigway.

Co-operative institutions must consider
following strategies in order to maintain its
existence and counter competition.

Retail Bankingservices:
Increase in purchasing power and emergence
of strong middle class, development of retail
market have increased the scope for retail
banking in India. Retail loans have been a
prime driver of credit growth in recent years.
Retail Banking has three main features:

a) Multiple products - Deposits, Credit cards,
Insurance, Investments.

b) Multiple delivery channels - Call centers,
Branch banking,Internet Banking, Kiosk

¢) Multiple customer groups - Consumer, Small
business, Corporate etc.

Focus on retail banking has contributed to
increasing market share of private banks in total
advances. The objective of retail banking is to
increase penetration by providing increasing level
of services and access of bank to new customers, by
offering value added services.

Cross Selling of products and services:

It represents additional services offered to
existing customers, with a view to expand business
of the bank. The main benefit is reduction of cost as
the cost of contracting a new customer is much
higher than to serve an existing customer. Cross
selling enables creation of brand value. The
existing customer base of the banks is used for the
purpose of cross selling. It is not a transaction
based activity but is primarily a relationship
building exercise.

Electronic Banking experience to customers

Electronic banking means banking done
electronically through the use of internet. Banks
today reach their customers through ATMs, Point
of Sale Devices, Telephone Banking, Internet
banking etc. Banks are now a days presenting
themselves as a technology driven unit to offer
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banking services to customers. Resulting in
reduction of customer visits human intervention,
establishment cost etc. services covered under
Electronic banking are a) Electronic Funds
Transfer b) Electronic Clearing System
¢) Tele-banking.
Diversification of Loan Portfolio

The banks need to diversify their credit
portfolio and spread their risk so that even if one
sector/activity fails due to extraneous reasons the
other sector/ activity will be able to ensure the cash
flow to the system.
Business Process Re-engineering

Transformation of select processes and
procedures with a view to empower the bank with
contemporary technologies, business solutions
and innovations that enhances the competitive
advantage. Banks may work on three key
parameters (i) Customer Service, (ii) Product
innovation and (iii) Operational excellence to
achieve business process re-engineering.
Business Facilitators Model

NGOs, Farmers' clubs, Community based
organizations, IT enabled rural outlets, Insurance
agents may be involve to provide banking services
to unbanked population. These agencies are used
for identification of borrowers, Collection and
processing of loan applications, Creating awareness
about various bank products and Processing and

submission of applications to banks.
Paymentsolutions
Mobilewallet:

Customer can preload a certain amount in his
account created with the mobile wallet service
provider, and spend it online and offline at
merchants listed with the mobile wallet service
provider.

Unified payment interface (UPI)

Transfer funds across different banks through
mobile connectivity platform in three simple steps
1) Download Mobileapp
2) Register and create virtual payment 1D
3) Send or receive money, Shop online using

mobile connectivity platform.

Immediate Payment Service (IMPS) is an
instant real-time inter-bank electronic funds
Transfer system through mobile phones. The
service is available 24/7 throughout the year
including bank holidays.

Bharat Bill Payment System (BBPS) is an
integrated bill payment system offering bill
payment service to customers through a network
of agents, enabling multiple payment modes, and
providing instant confirmation of payment. BBPS
Serve as an efficient, cost-effective alternative and
enhance consumer confidence and experience.

ooo

ez yekek@3ee Heeoeekeh keeSeeus3es@Bee mLeUs kel TeuPekeMeve
e C30% o< 1352 efokekeCon MeeKee DemeC3ueBee i pe Yeemele nelee.
St yeked@3ee vesiehej Jo Dejiceyeen 3o feeoeMekel Keleseeuedueked [
yekek03ue Meskee keleej Ie melee. 13ueBe Hox love yekel®e foCe, veseeked
eleunetej Je veo [ 3 eeoehited keleSeeus3ud%e mLeUs vedeeve MeeKes
soeUeui3eame 3 efokeleCes kedMe evPekeeve me© ne e, yeked@Bee peotj
hekpeoejieBe Keel3eeceeelle SveFStekie/Dexj epeeSme Usj leele [ove eveee
Jee neCe, Temee 13omuee meueYeleve 13u:8e epledeCie keiMe Glleueyle kekOve
oCe 3 nlewe ejPedn yekelkeh [ MesKee ueedmemeBee ceieCie el C3eele
Desugs. Desye0ess yeeye Dees ek, ¢jPedn yekede Destuss yekodme HeCe,
veeheked, eleunehej Je veeo[ % feeoeeked kele3ieusSe Demeueus
opeleCes MeeKee Gle[[C3eeme yekeleie Hejdvee coueus Deen. I3eceU
ekek®3 Delee mede 6 HeeoeMeked heleSeeusBeeuiile MeeKeeco03eceeleve
felMe Je Devde meededge ieenkeleves GreueyOe neCeej Deen. SueBeyejis
DesCekee eJeece Desveeee eeye Dees ele, yekelme mesuiet , 0oL Je yee [

jep3e yekedme ej Pedn yekelked [ve veJeeve 7 MeeKee uee3emevme Heoeve

3ile OKeeue vedeve Mesee Gle[[C3eeme ejPedn yekelve yekeleie fiej Joee
Heoewe Kelueuse Deen. 3eceU yeked@3es vepeskeldSee eleUele 7 vedeowe
MesKee cenEJeed% epleleCie me2 meCeej Demeve SkedCe MeeKee mek3ee
|3%0eU 48 Flekele neFue.

34t yeeyele meceeOeve Joskele kek@e yekede cie. De0%te [e. Scv. Sue.
meKeoJe Semee Damee ceves03 Joskele kedue hole, yekelB3ee vedSee MeeKes
Meke3ele, vedeeve Jecee@3e Heej Yee cnCepe 0. 1 peevedeeje 2017 Jepee
M2 fehj C3eele Seleaue.
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