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CHAPTER III

PROFILE QE IHi. BANK ORGANISATION
A PEEP INTO THE URBAN CO-OPERATIVE BANKS

An attempt is made in this chapter to give an overview 

of the urban co-operative bftfiks^ to serve as a suitable 

background Tor understanding the role of Vikas Co-operative 

Bank Ltd.

(he urban co-operative credit movement originated in 

Germany,, when Her man Gc.hrri. t2e,, started such societies for 

the benefit of artisans in the cities. In Italy the credit 

of star ting such societies goes to Luigi Luzz&tti. 

Encouraged by the success of the urban credit institutions 

in these countries social worker's in India began to think 

in terms of co-operation as a means of providing help to the 

middle classes, as early as the close of the 1 'r t h century.

The first urban co-operative society saw the light of 

the day in 1889,, when a mutual aid society was registered at 

Bareda. Little attention was. however. paid to the 

developmentt of urban credit movement until the I'laclagan 

Committee drew attention to its- potential. I he failure of 

the Gwadeshi .joint stock banks created an opportunity for 

co-operative banking to develop as a medium for mobilising 

the savings of persons of modest means, and helping those, 

whom financial distress caused by high living costs and un­

employment had driven into the clutches of moneylenders»(i)
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K he inter-war period didnot affect the urban cr edit, 

movemen 1 us udvers,ely us i t affected 1he ag r i cu .1. tu r a.!. cred:i, t 

iftoveffien tThis might be due to the fact that during the 

depression the fa .Li in urban incomes was not as- steep as, the 

fail in H.ifrtl incomes- Another cont.rifoutop">* factor to the

stability of t he movement in urban areas W <Vi '/!:■ the

c. o fit p a r a t i v e 1 y high standard o f m a n a g e r i a 1 ef f i c: i en cy

a v a i 1 a b 1 e :t n t.t p- ban a r ■ e a s w h i c hi urban co—operatives cou I d

afford on account of t tie 1 r .1. a r g e■r resources.

Urban credi t societies and banks ape the most important 

feature of the urban co-operative movement in India,, and 

make up to ‘.some extent fop- the absence of ..joint stock 

bail king facilities in the smaller towns. Urban co-operative 

banks- occupy a pp'omicient place among the agencies supplying 

the cp'edit needs of people residing in ur ban areas.

TYPES OF CREDIT CO-OPERATIVE SOCIETIES!2)
According to the classification given by the 

Agricultural Credit Department of the Reserve Bank of India, 

the non—agri cul ti.tr a I credit societies have been cl ass if ied 

into three types,.

.1.) yi'..h.(:lQ. feiD.Jih «—
An urban co-operative bank has been defined as one 

which has been organised for accepting deposits from the 

public which are usually repayable by cheques arid which 

carry on normal banking business.
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'ii w.'iVt .I. rt i' y E,a rilOr S

A Sa.1.ary earners socie iy is sn organisation 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..

3) Thrift. and. Credit Societies s-

i he third category of ‘societies cover thrift and credit 

societies;, organised among the artisans,, small traders,, 

■factory workers and other salaried persons with limited 

Income in urban and sub—urban areas,.

Among the non—agricultural credit societies urban co­

operative banks occupy an Important place,, The Study Croup 

on Credit Co—opera ti ves in the Non-Ag r i cu 1 tu r a .1. sector has 

recommended that urban co-operative bank possesses the 

f o.1..!.ow ing main features x

a) a credit co-operative registered under the State Co­

operative Societies Act in ur ban or semi -ur ban areas,,

b) a minimum paid-up capital of Rs„ 50,000 and

<::) provision of banking facilities e„g „ accepting for the 

purpose of lending or- investment of deposits from members 

and non — memebers repayable on demand or otherwise, arid 

wl thd r awai by chegue, draft, order' etc.,

AClJUl j HE VIKAS CO-OPERATIVE BANK LTD.
Vikas Co-opei ■ a t i v e If a n k is a leading ban k in co-

o pera11ve sec tor in So la pur,. i he bank estahii shed i n t he



year 1.979 jj bearing registration number SUR/JBMK/1.70/79 Dt. 

28/10/1979- The bank {started its business after receiving 

licence on 1.1/04/1.980.

The bank started with the Authorised Share Capital of 

fts5*00., 0G0/~

Area of. Cper ati.>\"i " —

"('he area of operation of the Bank, shall be confined to 

the neon raj: i hi cal limits of the revent.te--Ta.luka of North 

Solapur Taluka Including Solapur City..

Objects and Functions s—
I he main objects and funcHons of the Vikas Co '4 

operative Bank Limited* 8olapt.tr* are as follows s

1) To attract, deposits from members as well as non-members-

2) To advance loans to members-

3) To act as the agent for the joint purchase of domestic 

and other requirements of the members-

4) To undertake collection of bills* accepted or endorsed by 

members..

5) To arrange for the safe custody of valuable documents of 

members.

A) To provide other facilities as provided by commercial 

ban ks-

7) To provide cash credit facilities,, overdraft facilities* 

Hire purchase loans* etc.

8) To provide Housing loans* loans for educational 

p r av i. s i on s..



9) To provide loans, on the security of fixed deposit 

receipts, also on recurring deposits etc.

10 > To provide overdraft facilities on fixed deposit 

receipts etc.

Membership -
The membership* of Vikas Co-operative Bank is composed 

of persons living in Solapur city.. Majority of members are 

small traders., merchants,, factory owners, salaried and 

professional classes etc. I he conditions relating to the 

membership of th.i.s bank are laid—down in their by-laws. 

Reserve and other funds —
The bank provides for the following reserves and other 

funds -

1J Reserve fund 
23 Building) fund
33 Dividend & Bonus Equalisation fund 
4 3 Bad and doubtful debts 'funds 

'a3 Cha r i ta b.1.e fund 

3 3 G r a t * .< i t y f u n d

73 Employees &. Share holders welfare fund 

o ] Devfi.).opffiffli t fund

The above funds & their- provision clearly indicates 

that the bank is very careful about the different aspects of 

customer . member., share holders* welfare is considered..

Management —



Like (Aft V o t he r co••••<::< pe r a t i ve b an ki nq i n s t i tu t i or* t he

mar*agerne**t of' vik.as, Co-operat :i,ve .Bank. Ltd,, is; vested in a 

Boards. of Director!".who are elected by the general body 

eons i si t :i n g of all the members. (he final authority in all 

matters rests with the general body but the actual conduct 

of the affairrs of' the bank, rests with the Boat'd of Directors 

of the bank.

I he bank, made amendment to i ts by-laws regarding the 

composition of the Board of Directors.,, This is the result of 

the amendemont suggested in conformity with the provisions 

made in llaharastra Co-operative Societies Act i960. The 

amendment is with regard To inclusion of women member's in 

the Board of Di. rectors,, f he wording in the by ""laws is as 

under •••■

” There shall be reserved sea ts- for' women or* the Board 

of Directors of the bank. To represent the women members in 

the following manner. Namely .1

a) One seat on the Board of Directors consisting of not 

more than 9(n.i.ne) members of the Board.

b) * wo seats on the Boar d of Directors consisting of 10 

to 19 member's of the Board and

c) f hr ye seats, on the Board consisting of 90 or more 

Boa rd member s«

live composition of Board of Directors of the Bank, is in 

conform!ty with the rules & regulations of the Co-operative

s consists one memberAct It means the Board of Director
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f r om weake?r section of t.he £CfC.;Ui'ty anci one member as a 

rep resen t'.ati V0 of the1 e?mploye?e?s..

As I.he management. at co-opera 11 ve bank is intricate, it 

is I'lecessafy that. stirvices of compet.e-nl. persons who arc? well 

versed in the? banking pii‘iricipit?s should bo enlisted on the 

Board arid the? day “ 'to -day manayemeu t. should foe conducted by 

trained & efficient staff..

Resources -
(he? sources of ’finance? of the? Vikas, (io—opc?rative? (tank 

!... td s consists o’f paid "up share? capital arid the accumulated 

rfiservesi crosa ted ou t of appropriations from prof it:->« 

(for"rowe?d funds, consist mainly of the? di f'ferent type?s of 

de?posits received from members- arid non—me?mfoc?rs as, well as 

foorrow.i.ncjs fcom Cen tra.1. Co-ofisratives (•.'ank.s,»

(he? face value? of the share? issued by the bank is fixed 

at K’s.. y tv' — pe?r share, This would e?nable people erf small 

me a ns- to con tribute? towards share capital and be? come me?mbe?rs 

of the bank.. (he? by-laws, provide? that every borrowing 

membe?r is normally must, contribute? to the share?—capital m a 

definite proportion which is normally ten per cent. (.i.O"«) of 

the? amount borrowed in case o f per sonal loans.

Deposits -
.Deposits constitute one at the most', important source of 

the? bank. The bank have succeeded in attracting deposits 

■from non—member s also foec.ause of the? growing public 

coni'idence in the? working of bank,, (his bank generally



48

accept au-Terit cUjpoai'hs, savings deposits, fixed deposits 

for different periods ranging from forty-six days to about 

five years. By and targe., fixed deposits form the major 

portion of the deposits collected by them..

Borrowings -
The Vikas co-operative Bank borrowed only 'from District 

industrial Co-operative Ban k, Borrowings from other 

financing agencies are almost negligible.

Loan Operations —
Loan ope factions of Vikas Co-operative Bank Ltd „ ., 

consist of git-anting fixed loans or cash credit loans to 

their members against mortgage of unencumbered immovable 

property or on the surety of one or more persons who are 

also members or on the pledge of agricultural produce, 

industrial goods,, gold and silver ornaments, government 

securities* or on the security of fixed deposits and 

i n su ran ce po 1 i c :i. es..

A member is usually eligible for loans against personal 

security upto 5 to 10 times the share capital paid by him. 

if a member is a salary earner* be is generally eligible for 

a loan not exceeding 4 times his monthly salary.

Banking and other facilities -
Apart from advancing loans to its members* Vikas Co­

operative Bank Ltd.. * provide them with various other banking 

facilities. Bank provides the facility of withdrawal of 

deposits, by cheques and arrange for the remittance of funds



from on© contre to anothet-'. Bsnk a.1.so co.l. iects money d uo to 
the:i.i custodiers such as pay and pensions of government 
servants and .local bodies and undertake regular payments of 
insurance premia,, rent., taxes,, etc. Bills discounting 
facilities are also provided by the Bank.
Investments —

The Vikas Co-operative Bank Ltd $ invest their surplus 
money in government and other trust securities and fixed 
and other deposits with co-operative and other financing 
agencies- The hank invests, in the form of shares, in State 
& Industrial Bank,, District Central and Industrial Bank. 
State Bank of India. Post offices etc..
Welfare Amenities -

The Bank provides all the required welfare facilities 
to its employees, the Bank provides tea at the workspot 
twice in a day.

Arts and Sports Clubs are functioning to meet the 
recreational needs of the staff. The art club is running a 
.1. i h 1" a r y a 1 so .

As per the Employees Providend Fund Act, providend fund 
accounts for the staff are maintained with the Bank.

1. Report of Study Group on Credit Co-operation in Hon- 
ag r i cu 1 tu r a I Se <:: tor 1963, p . 'a

2. Co—operation in India — Dr. B.S. Mat heir, I960, p»C S6


