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1.1. A PRE.LUDE ;

Co-operative, literally means joint action; and in a 
general sense, the term is applied to any field of activity, 
Where people work, not in isolation, but in combination for 
a common end. The essense of Co-operative is the spirit of 
team work, so remarkably exemplified in the ancient Joint 
Hindu Family System, where the members earned, spend and 
work together,. The faculty to act jointly is inherent in 
man and eo-operatira, therefore, as a law of life, is as old 
as civilization itself. However, in the more restricted 
economic sense, it may conveniently be defined as a system 
of organised work, in vAiich people voluntarly associated on 
the basis of equality and act in harmony for mutual economic 
benefit.*

Co-operative movement first started in England, has 
shown light to the whole world. Twenty Eight Weavers, on 
August, 15th 1844, started “ The Rochdale Equitable Pioneer's 
Society " registered under the Friendly Societies Act. The 
pooling of individual activity for social, moral and economic 
ends, which is envisaged in co-operation, can assume, many 
forms and have many purposes, it's chief aim however, being 
the pursuit of certain common economic interest. Naturally, 
therefore, the co-operative activity assumed different forms 
in different countries. In England, we find predominantly a 
consumer's co-operative movement; in Italy the labour 
contract co-operatives; in the USA and Canada the marketing 
societies; in France the producer's co-operative societies;



\

in Germany they started with the rural credit associations 
under the leadership of Raifessein.

Germany is the birth place of co-operative Credit 
Movement in the world, both in rural and urban credit sphere, 
Raifessein, who was govt, employee, after his retirement 
engaged in rural credit co-operative society. In urban 
credit section, Schulze initiated in forming friendly 
society of shoemakers in 1849, with the object of making 
purchase of raw-material in bulk and supplying it to members. 
In 1850 he founded his first credit society in his native 
town.

: 2 :

In India# the inspiration for the co-operative 
movement came largly from Germany. The co-operative movement 
in India was introduced with the chief object of making a 
break-through in the stagnation of the poor classes# especially 
the vast majority of agriculturists# who were groaning under 
the heavy weight of indebtedness. Many of the farmers were 
literally# born in debt; lived in debt and died in debt# 
passing on their burdens to those who followsd. It was on 
this background# co-operative movement began in India. The 
characteristic feature of Indian co-operative movement is 
that# it is a credit oriented movement.

It was on this background# the first Urban Co-operative 
Society was established in India# which is known as 
•ANNYQNA S&HAKARI MANDLI CO-OPERATIVE BANK* located in 
Badoda (Gujrat State)# on 5th Feb.,1889. This society was



established by middle class marathi people. It is still 
functioning.

In 1892 Mr.Fredrick Nicholson, who was sent to 
Europe, to study the working of agricultural bank and 
suggest measures for the introduction of co-operative 
movement in India. In 1895 he advocated the formation of 
co-operative credit societies in India on Raifessein model. 
" Find Raifessein " was his slogan for solving the rural 
credit problems. And Schulze model was advocated for urban 
credit. In 1901 govt, of India appointed a committee to 
study the problems in the establishment of co-operative 
credit societies. According to the recommendation of the 
committee and as a result of Mr. Fredric Nicholson's and 
other's efforts, the first Co-operative Credit Societies 
Act was passed in 1904. This act provides establishment of 
credit societies both in rural and urban areas for 
providing credit facilities at cheaper rates to common men. 
Thus the Act recognised the need of Urban Co-operative Bank 
along with the rural credit co-operatives. Rural Societies 
were to be organised on the Raifessein model, while the 
urban societies were to be established on the pattern of 
Herman Schulze. Provision was also made in the Act for the 
appointment of Registrar in every provinance. The modern 
co-operative movement in India, thus may be said to have 
started with the passing of this Act. The object of this 
Act, as stated in the preamble was to encourage thrift, 
self-help and co-operation amongst the agriculturists.
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artisans and persons of limited means.

Among these divergent economic systems co-operation 
acts as a balancing factor. It is said to be a double-edged 
a*e which strike at the same time, at the dead abstraction 
of the socialistic state and at the sterility of 
individualism. A co-operative society enables the members 
to put in their best to attain a higher standard of living 
for themselves without, in any way, exploiting others. In a 
co-operative setup none of the factors of production is 
allowed to get an upper hand over the others. In a 
co-operative society, we find a complete amalgamation of 
interest of workers and their employers and of consumers and 
producers. This harmonisation of interest leads to mutually 
beneficial policies. Co-operatives are in a better position 
than public and private enterprises to listen to their 
customers and find out their needs.

✓1.2. CO-OPERATIVE CREDIT * GROWTH_AMD_STRUCTURE :

A co-operative institution is a socio-economic
organisation based on the principles of voluntary and
democratic participation of the people. In this principles
and Philosophy it also blends, cultural, moral and ethical
norms, trying to create such an environment, where to have
an allround upliftment, all types of co-operation and

2assimilation among the people is made possible.

Co-operation besides, bestowing economic advantages, 
lays special stress on character building, encourages social
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and moral reforms and fasters a spirit of brotherhood 
amongst the members co-operation, as such, therefore is 
clearly distinguishable from profit-making undertaking of 
the Joint stock type, whether in the private or public sector, 
where the element of selfishness dominates. The importance 
of co-operative movement is given in the statement by 
Pandit Jawaharlal Nehru as, " we value individual freedom, 
but at the same time a balance has to be found between 
preserving individual freedom and getting away from the 
clutches of an acquisitive society. The co-operative 
movement seems to offer a Philosophy, a method of approach, 
which aims at this kind of social pattern,*'

Co-operative movement in India was started with a 
rural bias and credit stance. Although co-operatives have 
been started in various areas and activities, the mainstay 
of co-operatives is still co-operative credit, even after 
the tremendous thrust of organising and developing 
co-operatives in large number. The co-operative credit 
societies easily outnumber the other types and classes of 
co-operatives, these being ( Credit Co-operative Societies )

3more than 2/3 of the total number of co-operatives in India.

The co-operative activity assumed different forms in 
different countries* as per the needs of their 
communities. The nature and the form of the societies 
depending upon the soil; where they born and grow, fulfilling 
the local needs of their communities and conditions. And as 
we have stated earlier the co-operative movement in India is
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originated as a credit movement, caused by the rural 
indebtness in the country. Today the movement has spread 
both vertically and horizontally. At the end of 30th June, 
1987, about 1466 lakhs members were belonging to 3,41,622 
societies of various types. Maharashtra sfetare about more 
than 1/4 of the total performance of co-operative movement.
( see Table 1.1 )

The co-operative credit structure is pyramidical 
and federal in character (see chart 1.1.). A study group of 
National Credit Council presided over by Mr.D.R.Gadgil had 
stated; " The co-operative credit banking system is an 
integrated one and because of it*s three tier structure, 
has been enabled to extend credit to agriculturists, 
artisans and small men in general, The three tier system 
also allows a rationalised flow of resources from metropolitan 
centres to the villages and combines this with fairly low 
costs of operations."

^-1.3. CO-OPERATIVE CREDIT J10VSMEOT_ IN J4^A^3HTRA l

The co-operative credit movement in Maharashtra was 
urged due to the drought conditions prevailing during the 
end of the 19th century. The drought compelled the farmers 
to borrow from haves. So, the indebtedness provoked the 
farmers of village Supa (near Poona) and the deccan riot 
began. The land bank, people's banks were then urged by few 
leaders and economists of the country. At last with efforts 
of Ranade, Lallubhai Samaldas, Nicholson, Wedderburn, the 
bill of 1901 was passed on 1904 as a Co-operative Societies
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Act. And thus the co-operative movement began in India.

In Maharashtra on 8th May,1905, the first Rural 

Co-operative Credit .Society—'was pqtabllshsd at Kanginhal 

(Dharwar Dist. of earlier Bombay presidency)* Soon after 

this, on 18th Oct., 1905, the first Urban Co-operative 

Credit Society was established at Betgeri (Dharwar Dist. of 

of earlier Bombay presidency), with the leadership of 

Revarand Cannon Rivington.

The Co-operative movement in Maharashtra has been 

playing an important role to bring in the socio-economic 

change on rural and urban areas. Particularly commercial 

banks and co-operative credit societies have got more 

importance in respect of giving maximum loans and advances 

to the businessmen, traders, to the weaker section and 

lower income group people, to change their socio-economic 

aspect. Co-operation in Maharashtra has been the 

pioneering sector of the co-operative movement in the 

country, it has remained in the forefront since it's 

inception. It has always been a source of inspiration to 

similar movements elsewhere in the country. In structure 

and organization, it has been emulated as a model by 

Co-operatives in several states.

The growth of co-operative movement in Maharashtra 

is shown in table No.1.2 and table No.1.3. Table No.1.2 

reveals the fact that, since the creation of Maharashtra 

state the number of agricultural credit societies is 

\declining while the number of non-agricultural credit
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societies is growing. The number of credit societies is 
heighest, in comparision with other types of societies.
But the membership of all co-operative societies is 
growing. In 1961, only 4,191 thousands were the members of 
co-operative societies which raised to 21,000 thousands in 
1986-87. The working capital of non-agricultural credit 
societies is atmost in comparision with all other co-operative 
societies. The total working capital of co-operatives in 
1961 was only Rs.29,096 lakhs; while the same gone upto 
Rs.12,50,000 lakhs in 1986-87.

The credit disbursment by agricultural credit in 
total credit disbursment was only 15.7634 (excluding apex 
and central) in 1961, which declined to 4.3334 in 1986-87, 
while credit disbursment of non-agricultural credit was 
about 17.4234 in 1961; the same has raised by 3 5.7834 in 
1986-87. So, the significant role of non-agricultural credit 
is seen.

The percentage of out standing of agricultural and 
non-agricultural societies in 1961 were 39.7634 and 26.4534 
respectively. While the same have declined and raised to 
12.2334 and 40.7834 respectively in 1986-87.

The annual compound growth rate of total turnover 
of all co-operative societies between 1961 to 1987 is 
5.4434. The productive enterprises share 53.45% in total 
turnover during 1986-87, vtfiich is only 0.47% in non- 
agricultural credit societies ( see table 1.3.).



N r-l
!.<?!
I VOI
II 001
1 0)1
H r-i|
1 1
II 1
1
B Wl
1 001

•
o
i-i

•

in
CO

18
,4

54

o
in
VO

%
p

Ov
Os
VO

ov
p
4*

%
CM
Ol

ro
id*
i-l

"4*
ro

O
VO
'+

%
ro
00

CM 00
O i-l
i—i in 

« « 
r4 VO

o
ro
in

«
vo

co
co
vo

O
in
rH

«
ro

p
VO
o

%
ro

o
o
o

%
t*4
CM

in
in
CO

%
OV
in

«

97
,5

45

000 #t8
#£

o
o
vo
*

p
CM

1,
85

, 0
00 o

o
in

«
VO
Ov

12
,5

0,
00

0

II 11
I Ml
II 001
I OH
II r4|
1 1
II 1
1 1
II 1 ■ 1

o in
CO

00
in
r*
*

00
1-4

Ol
1-1
r-4

%
P

in
in
vo

00
M*
1-4

%
f—1
Ol

ro
CD
00

»
i-l
ro

r-l
OV
CM

%
Ov
P

in P
VO CM 
O co

<H VO

OV
VO
1-1

%
VO

«+
CM
VO

p
CO
o

%
ro

OV
1*4
Ov

CM

1*4

r-l

o
CM

00
1—1
CM

«
Ov
Ov

«
to

00
CM
ro

%
ov
00

in
00
Ov

%
in
i*4

«
CO

Ov
©*
1-4

«
VO
CM

CM
"d»
1-4

«
*d*
P

%
■rl

in
i*4
Ov

«
Ov
P

p
co
p

«
n*
co

«
o
1-4

19
80

-8
1+

 
19

83
-8

4+
 

19
8§

-8
5+

0
CD

- -

rC
co

H
CO
in

%
CD
r-t

O
OV
VO

«
VO

ro
00
in

■+
o
in

%
OV
H

CD
r-l
O

%
o
ro

o
VO
ro

%
in
p

P
ro in
Ov i-l

%
V#

vo
M*

«
in

in
CD
m

i-i
P
VO

%
CM

CM
00
O

«
CD

ro
ov
00
«

to
CM

o
p

«
P

%
ro

CM
P
VO

«
i*4
00

CM
P
CO

%
CM
an
*

CM

P
in
o
*

p
CM

CM
in
vo

«
CM
VO
«

r4

*+
in
•+

«
8

P
P
VO

%
*©
CO

%
Ov

•
P

CO
CO

i*4
Ol
in

%
00
1-1

ov
in
CO

%
vo

H
O
in

P
to
P

%
P
r4

Ov
*+
Ov

«
P
Ol

o
CO
t*4

«
1-1
P

m m 
*+ ro
CM OV

% %
r-l in

o
i-i
r-l

in

CD
in
in

41*
>+
P

CM

VO
VO
vo

CM

00
in
CM

«
00
1-1

CM
00
CO

%
Ov
OV

«
CM

p
in

%
CO
p

1*4
CO
in

•<d*
O

«
CM

o
in
CO

%
o
CM

VO
in
m

«
r4
P

1*4

in
VO
ov

«
CM
VO

00
in
CO

%
CM
to

«
00

•
VO

H
CO

p*
p
in

%
00
r4

id*
P

%
in

CO
Ol
-u*

P
Ol
ro

%
■+
r-l

in
i-i
ov

%
r-l
CM

P
MB
P

%
o
VO

M* VO
r-l i—l
o o<

% %
r-l m

ov
in
p

«
to

1-4
p

M1
CM
r-l

«
CM

Ov
Ov
Ov

%
r4

ro
00
p

%
4*
i*4

CM
in
o

«
CO
00

r4

VO
"d*
P

%
CM
in

1-4
00
00

%
o
CM

«
i-4

CM
CM
00

«
CO
r4

in
rl*
ov

%
CM
O

%
1-4

r4
OV
in

CM
rl*

p
ro
O

%
rl
CM

%
m

I +i
II VOI
i pi
II II 
i ini
II pi
1 CM
I r4%
II 1

•
in o

CO
O
CO
r4

%
0
01

ro
VO
00

ro

o
o
*+

ro
in
in

%
Ov

ro
00
VO

%
in
i-i

OV
in
vo

«
Ov
MB

rt P
in M* 
Ov i©

ro
■M*
iH

«
ro

r-l
in
CO

VO
OV
ro

«
1-4

i-l
■+
ro

1*4

OV
CM
VO
«

r4
i-l

OV
O
*+

%
o
r4

Ov
ri*
in

«
1-4
ro

in
o
*+

%
rd*
CO

1*4
in
in

%
ro
1-4

CO
o
CM
*

o
VO

00
CM
P

%
00
CM

m
rJ*
CD

%
00
p

1 1
II 1
I <H1
II P'1
I II
IJ Ol 
, t-l
II OH
I rl|
II 1
II |

• as
Ol

VO
Ol
r*

%
0
01

•+
VO
Os

%
Ol

o
l-l
4*

O
i-l
CO

%
vo

M*
VO
Ov

«
r-l
i—l

ro
O
VO

%
CM
4*

O M* 
P Ov 

P 
« 

ro

CD
in

*
CM

CM
00
CM

Ov
in
ov

00
ro
O
*

t-l

i*4
00
m

%
co

%
r*4

P
r4
CO

«
1-4
VO

Ov
CM
ro

%
■+
to

VO
o
00
♦

VO
i-i

O
r*4
OV
«

ro

o
CM
Ov
«

i-4
CM

OV
■+
P

%
o
i-4

%
CM

i-4
CO
O

%
Ov
-d*

%
r4

I VOI
II VOI
1 1 1
II tni 
i voi
II OH
I »-l|
II 1

•
ro

as
Ol

1-1
VO
00

%
0
01

in
in
CM

CM

ov
H
■+

vo
o
in

%
VO

P
ro
ro

%
P

P
O
4*

%
P
ro

P O 
VO vo 

ro 
% 

CO

OV
P
P

« 
i-l

OV
i-l
CM

CM
CM
VO

Ov
ro
P

vo
00
p

«
vo

1-4
CO
CO

%
ov
CM

O
o
in

«
p
1-4

r4
CO
o

%
00

ro
00
vo

CM

-d*
VO
P
*

00

VO
VO
CD

%
-d*

in
p
i-4
«

i-4
P

1 1
II 1
ll r-lj

1 «OI
N II
I Ol
II vO|
I CM
II r*4 1
li i

1*1 *

CM*

]'

a\
CO

o
0
4*

%
1-1
01

O
ro
VO

%
1*4

*+
co

VO
©
ro

<k
M1

vo

00
%

ro

in
VO
m

r-l
CO

vo o
p p

r-l
%

CM

P
CD
O

«
i—l

i-l

i-l

ro
CM
ro

■+
Ov
to

1*4
Ov
i*4

%
■+

A
%
r-4

p
O
OV

%
1-4
1-4

CM
r4
CO

%
in

ro
Ov
in

■*d*

CM
OV
in

CM
CO
1*4

»

O
VO
o

%
CM

VO
OV
o

«
ov
CM

ij

II
1
,i

1
II
1
II
1
II W
1 Q«
I »

.1

,1

i
ii
i • •
n u o
i n 7s

•
fH

l

8
&
? ©
8%

+>
4-1 ©
0 *H 
• U

8 8

H

i
•H
*0
©

d

14
■M

£ P
o n
*8
m3
**

d k

M ©
O* Qi 
< <3

•
tH

*
p
•H
•d
«
$4
o

d

u

3

■H
n

•
CM

P
■d
©
M
o

d

u
$
r-l
8
M
2
A
§

•
CO

o»
d•rl
P
©

s

•

©
«
W
*r|
M
dl
M
3
a
©
©
>

■H
P
O

<8
0
u
Qi

•
in

©
U
©
A
P
O

•
vo

£

g

#iS
O
o
o

©
M
©
A
E
<0
S
44
0

la

•
H
M

•H
•d
©
M
O P 

-H
rH «d
•H © 
(4 U

1 M H 
CP©
o c u
l33

r-l
h^8
r| tI
«4 © U

• •
r-l CM

P
•H
•d
2
o

d
t4

3
8
•H
M

•
co

OV
c

•H
P
«
it

s
•

M*

©
©©•HuQtU©
P
d©
©
%
ts
%
2

Ol
•in

©u«
3
o

•vo

a
§
£4

d*H
•©ai

'w,

p-H
0<©
u
H1
•H

•
HH
H

1
P•Hrs©
MO
d
U

1 u
|S
*8

d x
u © di » < ©
•

r4

P
*rl
■d©
t4o
d
u
3
rl
8
•rl
14
SP
•CNJ

P
*r|
d«

t
14

3
i*4
8

•HU
2
d
ia

«fO

2*C
•rl
P0
*

s

•

©
©
©
-r|
U
Qt
14

P
d
©

©
■5

p
0
*8
o
14

04

•
m

©
14
©
3
o

•
V0

H
O
f4



11
 :

1
2£

K
lL

!?
o.

_i
.2

.
IN

 MA
H

A
R

A
SH

T
R

A
 (S

oc
ie

tie
s#

 Me
m

be
rs

 and
 wo

rk
in

g C
ap

ita
l)

. 
-it

• 
*■-

t-

n 
-?

 J..

**»nvH
nroi 

A
itsasr.

|m
sn

in
- Ur

.-
SM

 IV
A

J!

* In
cl

ud
es

 pr
im

ar
y a

gr
ic

ul
tu

ra
l cr

ed
it s

oc
ie

tie
s#

 pri
m

ar
y an

d d
ev

el
op

m
en

t b
an

ks
 and

 gr
ai

n b
an

ks
 to

pt
o 19

71
-7

2*
+ P

ri
m

ar
y la

nd
 de

ve
lo

pm
en

t fo
r b

an
ks

 we
re

 am
al

ga
m

at
ed

 wi
th

 St
at

e L
an

d d
ev

el
op

m
en

t B
an

k#
 w*

e*
£.

 l|97
2-7

3.
N

ot
e • 

l) T
he

 fig
ur

es
 fo

r 1
98

5-
86

 are
 re

vi
se

d a
nd

 th
os

e fo
r 1

98
6-

87
 are

 pr
ov

isi
on

al
*

2)
 dis

tr
ic

tw
ise

 da
ta

 ar
e av

ai
la

bl
e in

 " S
ta

tis
tic

al
 Ab

st
ra

ct
 of

 M
ah

ar
as

ht
ra

 St
at

e 
so

ur
ce

 * e
c

o
n

o
m

ic
 su

r
v

ey
 op

 Ma
h

a
r

a
sh

tr
a

, 198
7-

88
*



: 13 :

1.4. ROLE OF NON—AGRICULTURAL CO-OPERATIVE CREDIT ;

As stated earlier the role of non-agricultural 

credit is immense. With a spread and growth of urban area/ 

the urban credit societies and urban banks are also growing. 

Particularly since independence, the urban banks are 

developing very fast; which indicates the need of the 

urban people.

There were only 776 urban banks in 1949-50, the 

number increased to 1310 in 1983-84. If we compare the 

India's performance of only urban banks with that of 

Maharashtra# the picture shows the significant role of 

urban credit in Maharashtra, (see table No.1.4.)

URBAN CO-OPERATIVE BANKS AS ON 31-3-1987 ( Table Nq.1.4.)

Index Item India Mahara- Percentage
No. shtra of Col.3 to2

l. 2. 3. 4.

1. No.of banks 13 63 384 28
2. Deposits 4472 2157 48
3. Advances 3678 1694 46
4. Branches 3064 1317 43
5. No.of branches transacting 

foreign exchange.
2 2 100

6. No.of banks# where a 
foreigner can deposit 28 18 65

7. Recently issued licenses 894 293 32

8. No.of banks to vfoom brancles 361 173
are allowed to open ( 321)* (200) *

9. No.of banks whose deposits 100 48 48
are above 5 crs.

Source i P.D.Oza- Deputy Governer, RBI# a speech delivered 
on Urban Baaks(20-ll-87)

Note s * No.of branches.
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The deposits with urban banks in 1949-50 were only 
18 crores, which increased to 2656*55 crores in 1983-84,
The working capital also raised to 13 crores to 2102 crores 
during the same period.

The performance of non—agricultural co-operative 
credit in Maharashtra has been shown in table 1*5* The 
progress of non-agricultural societies in all respect is 
seen in comparision with the rest of co-operative societies.

The urban co-operative credit movement in India, 
started with the chief object of catering to the banking 
and credit requirements of the urban middle class e.g. small 
traders, businessmen, artisand, factory workers, and the 
salaried people with a limited income etc. Thus the people 
found out the modest means to get away from the clutches 
of the money lenders. The movement initially was also 
expected to inculcate the habit of thrift and saving 

amongst them.

Credit needs, to tide over difficulties are not 
confined to rural population alone, middle class families 
and men of limited means in urban areas are also in need 
of credit to meet their social and cultural expenses.
Unlike the rural population these people can not show any 
tangible securities like land. Naturally, their borrowing 
power and the repaying capacity are limited to a small 
extent. Eventhough the commercial banks and other financial
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agencies have confined their operations to the urban areas#
4these middle class and weaker sections were not benefited.

Urban co-operative credit system may be divided into 
three categories *
1, Urban co-operative Banks (including scheduled banks and 

primary urban co-operative banks*)
2. Salary Earner's Co-operative Credit Societies.

^3. Urban Co-operative Credit Societies.

The urban co-operative credit movement originated 
in Germany Wien Hermann Schulze started such society for the 
benefit of artisans in the cities. In Italy the credit of 
starting such societies goes to Luigi Luzzatti. Encouraged 
by the success of the urban co-operative institutions in 
foreign countries# social workers in India began to think 
in terms of co-operative as a means of bringing succour to 
the middle classes as early as the close of 19th century. 
However little attention was paid to the development of the 
urban co-operative credit movement untill the Maclagan 
Committee drew attention to the potential. In early days 
there is no considerable growth seen in the field of urban 
co-operative credit. fThe Maclagan Committee on co-operation 
set up in the year 1915 recommended some important policies 
regarding the three-tier system of co-operative societies. 
And then after# the work of establishing co-operative 
societies is growing rapidly.(Another reason for the growth 

of co-operative societies in that period was that, at that 
time many of the joint stock companies were liquidated#
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which encourages the establishment of co-operative credit
societies* In the review published by R.B. I., it is
pointed out that, " Urban Co-operative Credit Societies and
Banks are the most important features of the urban
co-operative movement in India and make up to some extent
for the absense of joint stock banking facilities in the 

5small towns*

1.4.1. URBAN_CO-OPERATIV£_BANKS s

Urban Co-operative Banks were started in India to 
extend credit facilities to the middle class and lower 
income groups, residing in urban areas. Urban co-operative 
banks are the banks ot small means and are managed by their 
representatives on democratic principles according to the 
provisions under the central and state enactments applicable 
to them and their bye-laws for acheiving their member's 
economic betterment i.e. the trinity of co-operative 
objectives- better living, better business and better 
production. Another special feature of the urban banks is 
that they have dual control of two authorities i.e.R.B. I. 
and the Registrar, of co-operative societies, as per 
provisions of the Banking Regulation Act 1949 (as applicable 
to co-operative societies) and the Co-operative Societies 
Act of the state Govt, in which the urban co-operative 
bank is registered. This is due to the provisions in the 
constitution of India according to which the subject of 
banking is in the Central list and co-operative is in the 
State list. Because of co-operative character, compact
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area operation# democratic management# local feel and 
personalised service# urban co-operative banks have been 
found eminently suitable to serve people of small means. 
Urban Co-operative Banks have immense potentialities for 
development# the most important being in the direction of 
mobilization of savings and drawing of urban resources into 
apex and central co-operative banks# which are very muchgin need of funds.

Urban banks# since their inception three major
objectives i.e. l) Promotion of thrift and mobilization of
resources from the area of their operation 2) Provision of
credit mainly to small borrowers 3) Provision of banking
and other subsidiery services have been constituted to 

$»<y< has.
achieve#^ however been sect)# change from their original role 
of catering to middle and lower income groups mainly for 
finance of trade and consumption expenditure# Urban 
co-operative banks are now called upon to provide credit 
for productive purposes with a need based approach (as 
against secutity-oriented approach adopted in the past) 
with special emphasis on credit to priority sector and 
weaker sections of the society# in consonance with national

7objectives and plan priorities. The R.B.I. directed Urban 
Co-operative banks vide its letter dated 9th Sep.#1983# to 
achieve the target of 60% of the total advances for 
priority sector lendings by 30th June#1985 and that out 
of the total priority sedtor advances at least 25% ( or 15% 
of the total loans and advances outstandings) should be to



19 t

the weaker sections of the society by 30th June,1985.

In the year 1963, Report of the Working Group on 

Non-Agricultural Co-operatives was published, which is 

known as Varde Committee Report, stated that " A uniform 

defination of urban co-operative bank should be adopted 

so as to facilitate implementation of a national policy 

of the development of such Institutions. An urban co-operative 

bank should be constructed to mean, a credit co-operative 

society registered in an urban or semi-urban area with a 

minimum share capital of Rs.50,000/- and carying on normal 

banking business including acceptance of deposits from 

members and non-members for the purpose of lending or 

investment and repayable demand or maturity and withdrawable 

by cheques, drafts, pay orders etc." Each state should 

asses the scope for establishment of such banks in new 

townships, muncipal area or taluka having a population of a 

lakh or over. Big cities may have more than one such bank 

according to the needs of the population. Naturally Its' 

area of operation should be confined to the muncipal limit 

of the town or city but in exceptional cases it may extend 

It's operations to the surrounding rural or semi-urban areas 

with permission of Ihe Registrar.

However, the statistical evidence shows that, there 

is unbalanced growth of urban co-operative banks in India.

Ihe leading states are Maharashtra, Gujrat, Karnataka and 

Tanilnadu, which covers 2/3 of the urban co-operative
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banking in India.

The progress of Urban Co-operative Banks in 

Maharashtra is depicted in Table 1.6. The purposewise 

classification of loans issued by urban co-operative banks 

is footed in Table No. 1.7. The short term credit issued by 

urban banks and employees credit societies was 41.68% to 

trade and commerce in 1984-85. While the long term credit 

issued by these banks and societies to the same purpose 

was 35.28% in total disbursment during the same period.

1.4.2. SALARY_EARNER^S_CO-OPERATIVB_CREQIT_SOGIETIES :

The Salary earners society is an organization of

salary earners working in a particular area or a business

house for mutual help and co-operation to meet their common

economic requirements like depositing their surplus money,

receiving loans etc. The man with limited means and fixed

income in the urban areas would be driven to money lenders

or similar agencies to obtain loans at exorbitant rate of

interest. In this connection the observations of W.K.H.

Campbell are significant. Ha says that, " A very little

investigation of the conditions of the salary earning

class is frequently enough to reveal that, when sudden

emergencies arise, which makes an unexpected demand on

their fixed salaries, they have to borrow, that they do so

on most unfavourable terms and that, as a class, they are
8heavily, and in most cases, hopelessly involved. In such 

a circumstances the salary earners co-operative credit 

society can play vital role in the credit supply to the
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fixed income people; the salary earners.

A Study Group on Credit Co-operative in non- 

agricultural sector was set up in May, 1963. It recommended 

about the salary earner* s co-operative credit society, that, 

by the end of Fourth Plan, all offices having 50 employee 

or more should have such a society. Salary Earner's 

Co-operative Credit Society should introduce a compulsory 

deposit scheme under vhich agreed amounts may be deducted 

from the salaries of members. Such deposits may be 

withdrawn on death of the member or on their leaving service. 

Govt, should not nominate any directors on the managing 

committees of such societies. Salary Earner's co-operative 

credit society should confine their activity to thrift and 

credit only.

The important thing to point out here that the 

recovery of loans in these societies is assured with the 

extention of the R.B.I's statutary control over co-operative 

banks, many of these societies were classified as primary 

banks, as they were accepting deposits from the non-members. 

However these salary earner's co-operative credit societies 

are working efficiently, without having much problems.

The performance of salary earner's co-operative

Credit Societies in Maharashtra has been stated in Table 1.8.

One significant feature of these societies is that the ratio

of overdues to the loans outstanding is only 1.16% in 1986

which is 8.75% and 8.11% in case of urban co-operative banks

and other urban co-operative credit societies respectively 
during the same period.
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TABLE NO, 1.8.

SALARY EARNER'S CREDIT SOCIETIES

— a’—*■?—f ***—~—gf—TZ——T—^—**————*'— I ^—*"*»—g;—**7—"———r”—it'6*—

*£•* ItemNo. 1971 1981 ' 1985 1986*
- =- s- =s- ss- ss- =- s- S3- ss- as- as- as- a- =-=-=-=-»-=-«-=-=-=-=-=-*-

1. Societies 2, 220 4, 187 4,888 5,054
2. Membership 1, 505 2,014 2,484 2,560
3. Share capital 3,075 13,903 21, 194 25,000
4. Owned Funds 3,421 16,917 26,404 28,500
5. Deposits 1,740 11,414 21,309 26, 000
6. Borrowings outstanding 231 2,527 7,268 8,300
7. Working Capital N 6, 063 36,764 65,559 75,500
8. Loans advanced 4,175 28,318 48,361 58,000
9. Loans outstanding 3,652 27,805 50,033 60,000

10. Loans overdues 61 365 651 700
11. Societies in profit 1, 791 3,446 4,265 4,400
12. Amount of profit 231 1,087 1,848 2,000
13. Societies in loss 204 473 404 450
14. Amount of loss 3 21 21 25

— 5S—SS- .—___....... .— — — ---- - ---- .-- s_a-at-a_s_

Note t l) Rs. in lakhs.
2) Members in thousands.
3) * Provisional

Source * Co-operative Movement At A Glance In 
Maharashtra State - 1986.
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^.4.3. *

As we have seen earlier, the first co-operative credit

society was established in India is known as ‘Annyona Sahakari 

Mandli Co-operative Bank* located in Badoda (Gujrat State), on 

5 Feb. 1989, by middle class marathi people. Today we have

seen that there is considerable progress in the field of urban

co-operative credit societies. "Urban Co-operative Credit

Societies occupy a prominent place among the agencies

supplying the credit needs of the people, residing in urban

areas. They advances loans mostly to the small traders,

artisans and salary earner's on personal security as well as

against gold, silver and produces.^ In the year 1915, the

Madlagan Committee on co-operation had been setup which had

emphasises more on the importance of urban co-operative credit

societies. It has given some statements in the report regarding

the importance of urban co-operative credit societies. One of

them is, 'We think that Urban Co-operative Credit Societies

might serve a useful purpose in training the upper and middle
10

classes to understand ordinary banking principles".

As we have seen that, the origination of co-operative 

movement in India is of credit oriented. However other types 

of co-operative institutions have also grown with credit 

societies. But the credit societies have grown faster since the 

inception of movement. Maclagan Committee stated that "Credit 

societies with their simple organization and methods of
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management afforded the easiest field in which the principle

of co-operation could be learnt and practised, and Mtasac were
11therefore pressed forward. Co-operative credit society 

represents a democratic form of organization. Co-operative 

credit societies were formed for encouraging self help, 
thrift and for increasing the habit of saving among the 
members.

One of the most important object of organizing co
operative credit societies in our country is to provide cheap#
timely, adequate and facile credit to the members of the 
society. Primarily Co-operatives were expecteu. to depend upon
deposits of non-members for meeting the credit requirement of 
the members. But after the enactment of the Co-operative 
Societies Act of 1912, the financing banks were came into 
existance and primaries got much relief.12 The Urban Co

operative Credit Societies are started to serve small man 
from the clutches of money lenders who were charging high 
rate of interest. Savings of members are mobilized by such 
societies, which are utilised mainly for granting loans to 
their members for meeting their credit needs such as redemption 
of debts and consumption expenditure and also for educational, 
medical, housing, trade purposes etc. Co-operative credit 
societies were formed in rural as well as urban areas 
predominently for the benefit of poor man. Co-operative credit 
society however can not accept deposits from the non-members.
But when the size of the society become large, it aspires to 
become urban bank to serve a wider section of the people and
consequently to enlarge its operations. Such type of Urban



25 *

Co-operative Credit Societies are categorised into the other 

Urban Co-operative Credit Societies in Maharashtra.

TABLE NO. 1.9.

OTHER URBAN CREDIT SOCIETIES.

S.S9-S=-S- as— s:* s:— SS—&.-.SS—5B5

In2ex item
No. 1961 1971 1981 1985 1986*

1. Societies 1,481 ^494 952 1,446 1,706

2. Membership 654 131 316 657 850

3. Share capital 1,065 107 506 1,038 1,100

4. Owned Funds 1,265 141 668 1,377 1,450

5. Deposits 1,412 78 612 1, 770 2,000

6. Borrowings 
outstandings NA 25 56 240 250

7. Work ing C apit al NA 304 1,477 4, 153 5,500

8. Loans advanced NA 291 1,027 2,927 3,550

94 Loans outstanding 1,513 189 1, 029 2,819 3,450

10. Loans overdues 58 20 78 230 280

11. Societies in
Profit NA 372 621 936 1,050

12. Amount of Profit 72 12 42 149 160

13. Societies in loss NA 42 208 472 650

14. Amount of loss 1 1 8 29 40

=- =-a=- =-=-=_=-> S-» S5~ SS~»1

Note *- (l) Rs. in lakhs
(2) Members in thousands
(3) NA =* Not available
(4) * Provisional
(5) Figures for the year 1986 are inclusive of salary 

earner's co-operative societies.
Source *- Co-operative Movement At A Glance In Maharashtra - 1986.
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whose number is growing slowly since 1961, in Maharashtra.

These societies are mainly operating in a very small operational 

area, and these are dependent on District Co-operative Bank's 

assistance. The growth of urban co-operative credit societies is 

stated in Table No.1.9. Though the number is growing, thb loss 

making societies are growing with an amount of loss of rupees 

1 lakh in 1961, continued in 1971, which increased to 8 lakh's 

in 1981, 29 lakhs in 1985 and 40 lakhs in 1986. The per society 

loss also goes on increasing since 1971, that is per society 

loss in 1971 was Rs.2,380,95, which increased to Rs.3,846.15 in 

1981, Rs.6,144.06 in 1985 and Rs.6153.84 in 1986. However the 

profit making societies are also increasing continuously. The 

per society profit in 1971 was Rs.3,225.80, which jumped to 

Rs.6,763.28 in 1981. This again jumped to Rs. 15,918.80 and in 

1986 the per society profit was about Rs. 15,238.09. This shows 

that, on an aggregate level the profits are overcoming tne 

losses since 1961. However one must not neglect the growing 

overdues of urban societies. Now-a-days, particularly, since 

two-three years the number of urban co-operative societies are 

growing tremendously. The critics on this growing number 

remarked that, about 5056 of societies are not functioning 

today.

xoxo xoxoxoxox
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