
CHAPTER IV

WORKING OF SHRI RAM CO-OPERATIVE URBAN BANK LTD., AND 
THE NIPANI URBAN CO-OPERATIVE CREDIT BANK LTD.,

The first urban co-operative bank to be eastablished in Nipani 
was Shri Ram Co-operative Urban Bank Ltd.,(Ram Urban Bank) in 
1923. The eastablishment of this bank was preceded by a 
meeting of prominent individuals from Nipani in Ram-Mandir. 
These individuals took a unanimous decision to eastablish an 
urban co-operative bank in Nipani to be named as Shri Ram 
Co-operative Urban Bank Ltd., Nipani, mainly to meet the 
financial requirements of the people in the area. This was 
also set-up to encourage thrift, self-help and to inculcate 
the spirit of co-operation amongst various members in the 
society at large.

The need for eastablishing this particular bank can also be 
attributed to the peculiar conditions existing in Nipani at 
that time. Nipani was and still is a centre for tobacco 
(bidi), red-chilly, jaggery and other trades. The city then as 
now was inhabited by trades people, both small and big and one 
of their unfullfilled requirement was related to meeting their 
financial requirements for business purposes. There were some 
commercial banks in the form of joint stock companies who 
catered mainly to the needs of the larger business concerns in 
Nipani. The smaller business people and others had no where 
else to go except to the money lenders whose practices were 
highly suspect and usuerious. Thus either the common



businessman and the common man had to remain content without 
any financial assistance or they could mortguage their future 
prospects with the unscrupulous money lenders.

In order that such practices were curtailed and the general 
public could get necessary financial resources, the 
establishement of the urban co-operative banks was absolutely 
imperative. The eminent residents of Nipani on the Twenty 
third day of January 1923 eastablish with initial 23 
membership and total share capital of Rs. 800

The membership of the bank in the initial year (1923-24) 
reached a figure of 65 with total share capital standing at 
Rs. 3,760 and total working capital amounting Rs. 18,872. The 
membership increased continously till 1930-31 (161) as did the 
share capital Rs. 8,180, reserve fund Rs. 3,058 and working 
capital Rs. 27,186. Between the years 1930-31 and .1933-34, 
the membership remained stagnant so did the share capital. 
However, the reserve fund continued to increase and reached 
Rs. 4,349 level with working capital fluctuating (both ways) 
to reach a reduced level of Rs. 19,176. There after there was 
a steady progress in all these areas till today.

The trends in the membership from the year 1980 indicate 
growing membership right-through 1987 after which it decreased 
by 8 or 0.37 per cent over the previous year membership. 
Overall the membership increased from 1,369 in 1980 to 2,175 
in 1988 - a growth of 58.29 per cent (Table 4.1). The 
year-on-year changes in the membership ranged between -1.42 
per cent in 1982 (lowest) to 24.83 per cent (higest) in 1984.
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Table 4.1
TRENDS IN MEMBERSHIP OF RAM URBAN BANK

Year Members Growth over 
previous year
Absolute Percentage

1980 1386 392 (40.12)
1981 1480 111 8.11
1982 1459 - 21 - 1.42
1983 1490 31 2.13
1984 1860 370 24.83
1985 1936 76 4.09
1986 2172 236 12.19
1987 2175 3 0.14
1988 2167 - 8 - 0.37

Source : Compiled from Annual Reports of the Bank.

The trends in the share capital of Ram Urban Bank has 
continued to indicate the continueous growth from Rs. 2.65 
lakhs in 1980 to Rs. 7.5 lakhs an increase of Rs. 4.81 lakhs 
(Table 4.2) — 181.68 per cent, a 20 per cent average annual 
growth rate, which is very commendable. However from year-to- 
year the growth rate in shae capital has ranged between 2.37 
per cent (lowest) in 1980 and 22 per cent (highest) in 1984. 
This is mainly because of a substaincial increase in the 
membership of the Ram Bank in year 1984 over 1983 - an 
increase of 370 members, in per centage terms an increase of 
25 per cent.

The share capital of a co-ope^tive bank normally indicates the 
strength of its base. A growth in share capital as a result 
of an increase in the membership indicates confidence of the 
people at large in the base of that particular bank. In this 
sense the Ram Bank appears to have maintained confidence of



the people. In fact there was a decline in the membership by 
eight in 1988 but the share capital increased by about 
Rs.58,000.

Table 4.2
TRENDS IN SHARE; CAPITAL OF RAM URBAN BANK

(Rupees)
Year 5hare Capital Growth over previous ,yjeax

Absolute Percentage
1980 2,64,762 5,078 2.37
1981 3,05,410 40,650 15.35
1982 3,40,780 35,370 11.58
1983 3,86,740 45,960 13.49
1984 4,72,600 85,860 22.20
1985 5,36,780 64,180 13.58
1986 6,24,030 87,250 16.25
1987 6,88,180 64,150 10.28
1988 7,45,780 57,600 8.37

Source : Compiled from Annual Reports of the Bank.

The working capital of Ram Bank increased continueously from 
Rs. 38.34 lakhs in 1980 to Rs. 243.46 lakhs in 1988 (Table 4.3) 
The yearly growth ranged between 11.93 per cent (lowest) in 
1982 and 33.54 per cent in 1986 (higest). The absolute growth 
in the working capital ranged between Rs. 6.6 lakhs in 1982 
and Rs. 52.39 lakhs 1988. The absolute increase in the 
working capital in nine year period came to Rs. 2,05,11,738 - an 
increase of 535 per cent, and a yearly average of 59.44 per cent.

The working capital of any organisation is the amount by which 
its current assets exceed its current liablities (i.e.WC=CA-CL). 
The magnitude of working capital is a measure of safety factor 
that exists for the protection of short-term creditors. 
Working capital may also be viewed as funds available for 
acquisition of non-current assets as well as to repay
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non-current liabilities. Any transactions that results in an 
increase in working capital is a 'source' of working capital, 
any transactions that causes a net decrease in working capital 
is an 'application' of working capital. Some transactions 
memerly change the form of working capital, without altering 
amount of working capital as such clearly, such items niether 
constitute a 'source' nor the 'use' of working capital.

Table 4.3
TRENDS IN WORKING CAPITAL OF RAM URBAN BANK

(Rupees)

Year Working Capital Growth over previous year
Absolute Percentage

1980 38,33,957 6,86,490 21.81
1981 55,13,419 16,79,462 43.80
1982 61,71,159 6,57,740 11.93
1983 77,36,348 15,65,189 25.36
1984 91,18,945 13,82,597 17.87
1985 1,17,51,054 26,32,109 28.86
1986 1,56,92,734 39,41,680 33.54
1987 1,91,07,149 34,14,415 21.76
1988 2,43,45,695 52,38,546 27.42

Source : Compiled from Annual Reports of the Bank.

Working capital is an alternative measure of the changes in 
the financial position of the concern. All those transactions 
which increase or decrease the volume of working capital are 
included here? where as all such items which do not affect

. 4'working capital e.g. payment of current liabilities, purchase
of inventories in short-term credit, collection of
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receivables, and short-term borrowing, purchases of treasury 
bills or short-term government securities are excluded. Such 
transactions constitute a large bulk of the total transactions 
of a business organisation. Though these items caused change, 
individual accounts comprising current assets and current 
assets and current liabilities they do not cause changes in 
working capital itself. Their exclusion allows the external 
analyst to focus on the overall impact of events on the 
current financial position of a firm or an organisation. 
Therefore the statement of changes in financial position based 
on changes in working capital position is a useful tool for 
highlighting the changes that have occured in financial 
operations between two balanced sheet dates.

Morever the concept of working capital is in confirmity with 
normal accural accounting procedures. Hence a funds flow 
statement based on the concept of net working capital fits 
well with the other statements. Above all working capital is 
also a measure of short-term liquidity of a firm or an 
organisation. Therefore, an analysis of factors bringing 
about a change in the amount of net working capital is useful 
for decision making by share holders, creditors, lenders and 
management. Thus an increase in current assets causes an 
increase in working capital to a decrease in current assets 
causes decreases in working capital, an increase in current 
liabilities causes a decrease in working capital and a 
decrease in current liabilities causes an increase««working 
capital. Thus ja transaction which gives rise to a source or 
use of working capital should affect current account or 
current liabilities and non-current account simultaneously.
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However, if a transaction occures where either only current 
accounts are affected working capital is not changed and 
transaction cannot appear on the funds statement. On the 
other hand the knowledge of large amount of debt conversion 
into equity would be very useful for management as well as for 
outside investors.

The working capital is also some times defined as the 
difference between non-current assets and non-current 
liabilities e.g. NCL - equity capital, reference capital, 
debentures, long-term loans, reserves and surpluses and 
share-premimum and non-current assets are plant and machinery, 
building and land, patents and other intangibles, goodwill and 
long-term investments.

The Reserve Bank of India under clause Section 20 of Indian 
Trusts Act 1882 has included investment in units of the Unit 
Trust of India as trustee securities. Further it has advised 
all primary urban co-operative banks with working capital of 
atleast Is. 25 crores to invest in government and other trustee 
securities at least a minimum of 10 per cent of the liquid 
assets required to be held by them in compliance with the 
provisions of Section 25 of the Banking Regulation Act, 1949 - 
as applicable to co-operative societies. Further all the 
co-operative banks with a working capital of less than Is. 25 
crores are required*0 comply with these requirements within a 
period of three months from the date on which their working 
capital reaches^ a level of Is. 25 crores.

The co-operative banks, according to the RBI can invest i.e.



subscribe to or purchase Seven Year National Development Bonds 
This may done only for the purpose of availing under Section 
54 (E) of the Income Tax Act, the benefit of exemption from 
capital gains accruying from the transfer of capital assets. 
The directive prohibits of the co-operative bank from holding, 
as part of the approved securities (for the purpose of 
maintenance of Statutory Liquid Ratio under Section 24 of B.R 
Act, 1949) in National Rural Development Bonds issued by the 
Government of India.

The co-operative banks are also prohibited from acquiring such 
bonds by purchase, transfer or otherwise from any subscriber 
or holder of the bonds. In addition, the co-operative banks 
prohibited from granting any loans or advances against the 
securities of such bonds for a period of three years from the 
date of subscription or the purchase of such bonds by the 
borrowers. However, the acquisition of seven year National 
Development Bonds by the co-operative banks through the 
borrowers providing these - security against grant of loans or 
advances to them by the co-operative banks.

The Ram Bank has made investments in the Central and State 
Governments Securities, in other trustee securities, in shares 
of co-operative institutions and other similar investments. 
The total investments varied from year-to-year but hovered 
around H$. 1.25 lakhs for most of the years between 1980 and 
1988 (Table 4.4). However, in the year 1980 the total 
investment of the Ram Bank was fc. 1.62 lakhs - the highest and 
continued to decline till 1983. For three years 1983 to 1985 
the investments remained more or less same and there decreased
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for two years and increasd substantially to Rs. 1.49 lakhs in 
1988. The absolute change in the total investments over the 
previous year ranged between Rs. - 25,000 and Rs. 26,000. The 
percentage change in total investment in each year varied 
between -17 per cent and 21 per cent.

Table 4.4
TRENDS IN INVESTMENT OF RAM URBAN BANK

(Rupees)

Year Investment Growth over 
year

previous
Absolute Percentage

> 1980 1,62,000 6,000 3.85
1981 1,50,000 - 12,000 - 7.41
1982 1,25,000 - 25,000 - 16.67
1983 1,24,000 - 1,000 - 0.80
1984 1,24,000 0 0
1985 1,23,000 - 1,000 - 0.80
1986 1,17,000 - 6,000 - 4.88
1987 1,22,500 5,500 4.70
1988 1,48,500 26,000 21.22

Source : Compiled from Annual Reports of the Bank.

A urban co-operative banks on their incomes through interests, 
loans and advances. Interest on government securities, 
divided on shares, entry fee, discount commission bills etc. 
Out of the net profits, not less than 25 per cent is carried 
to the statutory reserves - sums sufficient to pay a dividend 
not exceeding 6^ per cent on the paid-up share capital and 
prescribed contribution of the education fund of the 
institution are. set aside. A sum not exceeding two per cent 
of the paid-up share capital is alloted to build-up a dividend 
equalisation fund. Some amount is set apart from
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to the employees. The balance is transfered to the general 
reserve fund.

The gross profitscf Ram Bank indicates a substaintial progress 
made by the bank over the period under discussion. The 
working of Ram Bank indicated a continueous growth in gross 
profits from Es. 4.33 lakhs in 1980 to Es. 24.58 lakhs in 1988 
(Table 4.5). The growth in gross profit on a year-to-year 
basis should be lowest figure at Es. 88,106 in 1980 and grown 
continueously to Is. 4.47 lakhs in 1987 and declined slightly 
in the following year to Es.' 4.43 lakhs. The percentage growth 
varied from 17.29 per cent in 1983 (lowest) to 36 per cent 
(higest) in 1982.

In terms of net profits the figure is much lower. In the year
1980 the net profit figure stood at Es. 1.75 lakhs and
continued to grow steadily, except in 1985 and 1986 and
reached a figure of Es. 3.14 lakhs. The year-on-year 
percentage change in the growth of net profits varied between 
-4.37 in 1985 to 35 per cent in 1982.

The Ram Bank accepts deposits from the members as well as from 
non-members. The types of deposits accepted by the Ram Bank 
includes fixed deposits, saving bank deposits, current 
deposits and others. The total deposits in the bank amounted 
to Es. 28.56 lakhs in 1980 which increased contineously and 
substantially through out the period to attain a figure of 
Is. 211.27 lakhs4in 1988 (Table 4.6). The year-to-year 
absolute growth in total deposits amounted to Es. 5.13 lakhs 
(lowest) in 1980 to Is. 49.61 lakhs (higest) in 1988. The
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changes in the total deposits ranged between a minimum of 14 
per cent in 1982 and 52 per cent (higest) in 1981. The 
overall increase in the total deposits over the period 
amounted to Rs. 182.71 lakhs representing an overall growth of 
640 per cent or an average annual growth rate of 71.1 per 
cent.

The total deposits, as indicated above are made up of fixed 
deposits, savings bank deposits, current deposits and others. 
The share of each one of these in the total deposits is 
indicated in Table 4.7.

Table 4.7
SHARE OF EACH TYPE OF DEPOSIT OF RAM BANK

(Per cent)
\ Type of 
\Deposit
Year^\^

Fixed
Deposit

Saving
Bank

Deposit
Current
Deposit

Others Total
Deposits

1980 56.79 38.75 4.46 - 100.00
1981 54.57 40.12 5.31 - 100.00
1982 68.02 29.56 2.42 - 100.00
1983 66.48 29.23 4.29 <“ < '

100.00
1984 71.94 25.66 2.40 - 100.00
1985 73.10 24.03 2.87 100.00
1986 73.83 23.79 2.38 - 100.00
1987 72.58 23.50 3.92 - 100.00
1988 68.08 23.32 4.32 4.27 100.00

Source : Compiled from the Annual Reports of the Bank.

The share of the fixed deposits was substantially high, but 
always more than 55 per cent of the total deposits in each 
year. The minimum share of the fixed deposits in the total 
deposits was 54.57 per cent in 1981 and the highest was 73.83
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per cent in 1986. Following the fixed deposits section was 
the savings bank account. Its share in the total deposits 
each year remained about 33 per cent with the higest share 
being in 1981 at just about 40 per cent. The current deposits 
played a fairly modest growth in the total deposits of the Ham 
Bank, its share varying from a minimum of 2.38 per cent in 
1986 to a high of 5.31 per cent in 1981.

The Ram Bank, in pursuance of its objectives and social 
obligations provides advances to its members and depositors. 
The advances are short loans, cash credit, over draft and 
bills of exchange, which are made against government and other 
approved securities, other tangible securities, against land, 
personal securities etc. It also provides medium-term loans 
against tangible securities. The total short-term loans 
against other tangible securities increased from Is. 9.41 lakhs 
in 1980 to Rs. 61.02 lakhs in 1988, a whopping increase of 
Is. 51.60 lakhs or 548 per cent between 1980 and 1988. The 
average annual growth rate of the short-term loans against 
other tangible securities is 61 per cent (Table 4.8). The 
absolute increase in this type of loans from year-to-year 
varied Rs. -2.7 lakhs in 1985 (lowest) and Is. 12.67 lakhs in 
1983. The percentage changed in this type of loans for each 
year was -7 per cent in 1985 to a very high of 69 per cent in 
1982.

The Ram Bank also advanced loans against land as securities 
and it constitutes the second most important type of loan 
advanced by the Ram Bank. The amount advanced in 1980 was
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Rs. 7.83 lakhs which increased substantially to about Rs. 34 
lakhs in 1987-88 - an increase of Rs. 26.12 lakhs and 334 per 
cent over 1980 figure representing an averege annual growth 
rate of 37 per cent. On the year-to-year basis the absolute 
changes in loans against land as security ranged between 
Rs.-0.05 lakhs in 1988 and Rs. 7.5 lakhs in 1984 representing 
changes of -0.14 per cent in 1988 and 48 per cent in 1984.

Loans advanced against personal securities formed an 
insignificant proportion of the total loans advanced right 
through the period at about Rs. 4,300 only.

The medium term loans against tangible securities total 
Rs. 37,390 in 1981 and increased Rs. 11.94 lakhs in 1988. The 
year-to-year changes in the absolute amount ranged between 
Rs.-17,640 in 1983 and to Rs. 2.47 lakhs in 1988. In percentage 
terms year-to-year changes varied between -20.63 per cent in 
1983 to 221 per cent in 1986.

The total advances increased from Rs. 17.28 lakhs in 1980 to Rs. 
107 lakhs in 1988 - an absolute increase of Rs. 90 lakhs over 
the period and in percentage terms the increase was 519(per 
cent) i.e. an average annual growth of 58 per cent. The year- 
to-year percentage change varied from a minimum of 1.64 in 
1985 to 48.38 in 1982.

In absolute terms, the growth in total advances varied between 
Is. 21,01,534 jjjji 1986 and Rs. 4,75,132 in 1988. From amongst 
various types of loans advanced by the Ram Bank, the short-term 
loans against tangible securities and land almost entirely
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exhaust the gamut of loans. The medium term loans constitute, 
at the most one-tenth (11 per cent) of all the advances from 
1980 till 1988 (Table 4.9). The share of medium term loans 
aginst tangible securities increased from about 2 per cent of 
total advances by the Ram Bank in 1981 to 11 per cent in 1988. 
In fact excepting the three years (1986 - 1988) the share of 
this category of loans has been less than 4 per cent.

Table 4.9
SHARE OF EACH TYPE OF ADVANCE OF RAM BANK

(per cent)

Year
■■ --—--«
Short Term 
loans
B.Other ta
ngible sec uri ti

C. Loans 
against 
land as 
secutity

D. Persona 
-1 securi- 
-ties

II.Medium 
term loans

Total

1980 54.47 45.28 0.25 N. A. 100.00
1981 51.42 46. 69 0.19 1.70 100.00
1982 58.48 38.80 0.14 2.58 100.00
1983 ■ 65.96 32.56 0.08 1.40 100.00
1984 60.84 35.98 0.07 3.11 100.00
1985 55.77 40.72 0.06 3.45 100.00
1986 54.92 36.63 0.08 8.41 100.00
1987 57.69 33.26 0.04 9.01 100.00
1988 57.05 31.74 0.04 11.*17 100.00

Source ; Compiled from Annual Reports of the Bank. 
N. A. - Not Available.

A very high proportion of total loans have been advanced for 
short-term purposes - i.e., between 89 per cent and 100 per 
cent : within the category of short-term loans, those advanced 
against personal securities constituted a very tiny proportion 
of total advances - between 0.04 per cent and 0.25 per cent. 
Thus the Ram Bank's priorities, in terms of loans advances, do
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not encourage loans against personal securities.

More than 50 per cent of all loans have been of the short-term 
category. In fact the share of this type of loans in the 
total varied - between a minimum of 51 per cent 1981 and a 
maximum of 66 per cent in 1983. For all other years this 
share has remained more or less at or above 55 per cent.

The share of loans against land as security declined from 47 
per cent in 1981 to 32 per cent in 1988, almost continueously.

The percentage share of loans aganist other tangible 
securities in the short-term loans category has been slightly 
higher than it has been with respect to its share in total 
loans (Table 4.10). A similar situation must emerge for loans 
against land as secutiry.

Table 4.10
DISTRIBUTION OF SHORT-TERM LOANS ON THE BASIS OF TYPE OF
SECURITY OF RAM BANK. (Percentages)

Year
Loans against 6ther tangible 
securities

Loans against Lani as security Loans against 
personal securi- 
-ties

1980 54.47 45.28 0.25
1981 52.29 47.47 0.20
1982 60.02 39.83 0.15
1983 66.89 33.02 0.09
1984 62.79 37.14 0.07
1985 57.76 42.18 0.06
1986 59.96 40.00 0.04
1987 65.40 36.56 0.04
1988 64.22 35.73 0.05

Source : Compiled from Annual Reports of the Bank.
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THE NIPANI URBAN CO-OPERATIVE CREDIT BANK LTD.,
The Urban Co-operative Banks are mainly expected to develop a 
locality by financing the various constituents in that 
locality. They are expected to play a two-fold role : 
deposit mobilisation and its proper utilisation. It is 
generally expected that each co-operative bank would serve 
some special purposes/ sections like merchants, traders, 
employees and so on.

The growth of trade in Nipani, and in fact, the growth of 
Nipani itself led to an increasing demand for credit. 
Although the Ram Co-operative Bank tried to meet the people's 
requirements, the demand was much higher than the Ram Bank 
could cope with. This situation led to the emergence of a 
vocal body demanding the setting up of a 'rival' urban 
co-operative bank. Due to inadequate facilities and limited 
resources many felt discriminated against. There were delays 
felt in getting assistance from the existing facilities. In 
this background, the people of Nipani decided to establish 
another co-operative bank of their own. The following 
categories of people came together to establish the Nipani 
Urban Co-operative Credit Bank Ltd., in 1962 : tobacco
merchants, commission agents, traders, small businessmen, 
small industrialists, agriculturists, vendors, employees etc. 
Thus the eminents of the locality joined together, in their 
efforts to e. stablish a co-operative bank. The most active 
among these people were Shri. G.I.Bagewadi, a noted tobacco 
trader and Dr. S.S. Panade a noted medical practitioner of the 
area. Accordingly The Nipani Urban Co-operative Credit Bank 
Ltd., (Nipani Urban Bank) was established on Sixth October
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Nineteen Hundred and Sixty Two. The bank started, no doubt, 
by incorporating co-operative principles and to fulfill the 
objectives which were thoughtout initially.

The establishment of the bank emphasised retention of 
confidence in the banking facilities. This confidence and the 
dedication of all the members, particularly the founding 
fathers, helped the growth on the path towards the development 
and prosperity not only of the bank but also of the members 
spread over the Nipani area.

The performance of the bank can be analysed by going through 
its activities like growth in membership, investment, deposits 
etc. It had an initial membership of only 125 (1962-63), 
since then the membership has increased to 248 by 1972-73 and 
565 by 1980 and stood at 1,808 by 1988. In contrast the Ram 
Bank's membership was much higher (Chart 4.1). Overall the 
membership increased by 220 per cent during 1962 and 1988, an 
average annual growth of 8.46 per cent. The membership of the 
bank increased contineously from 1980 to 1985, but declined to 
1,601 in the year 1986 to finally reach 1,808 during 1988 
(higest) (Table 4.11). On a year-to-year basis, the absolute 
change in the membership over the previous year ranged between 
-3 lowest in 1986, and 248, highest in 1983. In terms of the 
percentage growth in membership, the lowest was a negative 0.2 
in 1986 and a highest of 62 per cent in 1984.



Ch
ar
t



91

Table 4.11
TRENDS IN MEMBERSHIP OF NIPANI URBAN BANK

Year Members Growth over previous 
year

Absolute Percentage

1980 565 152 26.90
1981 676 111 19.65
1982 739 63 9.32
1983 987 248 33.56
1984 1502 *15 62.31
1985 1604 2 0.12
1986 1601 -3 -0.19
1987 1611 10 0.62
1988 1808 197 12.23

Source recompiled from Annual Reports of the Bank.

From a very meagre sum of Rs. 12,500 as its share capital at 
the bank's inception in 1962, the share capital increased 
continuously to Rs. 1,58,250 in 1973 - a whopping 1,166 per 
cent in about ten years. This increased to Rs. 1,89,350 by 
1978. By 1980, this share capital had increased to Rs. 2,33,000 
and reached Rs. 5,77,600 higest by 1988 (Table 4.12). The 
year-to-year growth in the share capital has not been either 
smooth or even. In fact the absolute change in the share 
capital ranged from a minimum of Is. 18,000 in 1981 and as high 
as as Rs. 63,200 in 1988. The percentage change in the total 
share capital varied from a minimum of 6 per cent in 1986 to 
as high as 29 per cent in 1984. The trends in average share 
capital, i.e. total share capital each year divided by the 
total number of members in each year indicate a downward 
movement from as high as Rs. 419 in 1980 to Rs. 252 in 1984. In 
the year 1985, this average was Is. 273 and then declined
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Table 4.12
TRENDS IN SHARE CAPITAL OF NIPANI URBAN BANK

(Rupees)

Year Share Capital
Growth over previous year

Absolute Percentage
1980 2,33,000 27,800 13.55
1981 2,51,000 18,000 7.73
1982 2,76,150 25,150 10.02
1983 3,12,450 36,300 13.15
1984 4,04,350 91,900 29.41
1985 4,37,800 33,450 8.27
1986 4,65,750 27,950 6.38
1987 5,14,400 48,650 10,45
1988 5,77,600 63,200 12.29

Source : Compiled from Annual Reports of the Bank.

substantially to Rs.210, and to finally recover to rest at Is.319 
in 1988. Dispite having a substantial lead, the share capital 
of the Nipani Urban Bank was not much higher than that of the 
bank in 1980. Later on,* the total share capital of the Ram 
Bank was much higher, particularly from 1982 onwards (Chart 4.2).

The working capital of the bank was Is. 1,19,369 during 1978 
which increased to Is. 41,94,203 by 1980. Since then it has 
increasd fairly substantially to Is. 1,72,42,462 by 1988 i.e. 
the growth of working capital during 1978 to 1980, and from 
1980 to 1988 is 3413.65 per cent and 311.10 per cent 
respectively (Table 4.13). The year-to-year absolute change 
in the working * capital of the Nipani Urban Bank has varied 
substantially from a lowest of - Is. 7,89,360 in 1983 to 
Is.38,84,287, the higest in 1988. The percentage growth in
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Table 4.13
TRENDS IN THE WORKING CAPITAL OF NIPANI URBAN BANK

(Rupees)

Year Working Capital
Growth over previous year

Absolute
►----------

Percentage

1980 41,94,203 13,64,868 48.24
1981 44,29,234 2,35,031 5.60
1982 73,37,294 29,08,060 65.66
1983 65,47,934 -7,89,360 -10.76
1984 76,68,514 11,20,580 17.11
1985 92,83,002 16,14,488 21.05
1986 1,04,57,287 11,74,285 12.65
1987 1,33,58,175 29,00,888 27.74
1988 1,72,42,462 38,84,287 29.08

Source : Compiled from Annual Reports of the Bank.

working capital, from year-to-year, ranged from 6 in 1981, 66 
in 1982. The trends in rhe working capital in the Ram Bank 
has been more positive (Chart 4.3 ).

The total investment made by the Nipani Urban Bank in the 
period 1980-1988 increased slightly more than ten fold from 
Is.2,45,800 in 1980 to Is. 24,85,000 in 1988 (Table 4.14). The 
absolute growth in total investment over the previous year 
ranged between (minus) Is. 1,68,5000 in 1985 to Is. 5,76,000 in 
1987. These varied between (minus) 12.28 per cent (1985) and 
162 per cent in 1980.

The performance, on this head, of the Urban Bank is 
commendable than that of the Ram Bank during the same period 
(Chart 4.4). This partially reflected in the results
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Table 4.14
TRENDS IN INVESTMENT OF NIPANI URBAN BANK

(Rupees)

Year Investment
Growth over previous year
■ —---------- 1

Absolute
r-------------

Percentage
1980 2,45,800 1,52,300 162.80
1981 5,40,800 2,95,000 120.02
1982 8,61,800 3,21,000 59.36
1983 8,89,800 28,000 3.25
1984 13,72,500 4,82,700 54.25
1985 12,04,000 -1,68,500 -12.28
1986 14,29,000 2,25,000 18.69
1987 20,05,000 5,76,000 40.31
1988 24,85,050 4,80,050 23.94

Source : Compiled from Annual Reports of the Bank.

obtained in terms of the trends in net profits. For the Urban 
Bank, the net profits increased from Us. 1,73,029 in 1980 to 
Rs. 3,25,041 in 1985 and then declined to reach Is. 3,00,456 in 
1988 (Table 4.15), which was more or less the trend witnessed 
with respect to the working of the Ram Bank. In absolute 
terms, the net profits varied from a small sum of Rs. 5,181 in 
1985 to Rs. 76,651 in 1981. There was however a decline in the 
net profits over the previous year in 1986 and 1987 (Chart 4.5).

The year-to-year growth in net profits ranged between (minus) 
7.22 per cent in 1987 and 48 per cent in 1980. It is worth 
noting that the trends in the net profits of both the Ram Bank 
and Nipani Urban Bank were similar. Both had negative growth 
rates during 1985-87, and there was a sharp fall in the growth
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rate for both the banks in the year 1983 - from 35 per cent in 
1982 to 9 per cent in 1983 for Ram Bank; and from 18 per cent 
to 2 per cent respectively - Tables 4.5 and 4.15.

Table 4.15
TRENDS IN NET PROFITS OF NIPANI URBAN BANK

(Rupees)

Year
i

Net Profit
Growth over previous year

Absolute Percentage
1980 1,73,029 56,371 48.32
1981 2,49,680 76,651 44.30
1982 2,93,383 43,703 17.50
1983 3,00,166 6,783 2.31
1984 3,19,860 19,694 6.56
1985 3,25,041 5,181 1.62
1986 3,07,693 -17,348 -5.33
1987 2,85,486 -22,207 -7.22
1988 3,00,456 14,970 5.24

Source : Compiled from Annual Reports of the Bank.

The urban co-operative bank accepts various types of deposits 
from members and the general public. The types of deposits 
are (i) fixed (ii) saving (iii) current and (iv) pigmy. The 
total deposits of the Nipani Urban Bank increased contiuously 
from 1980 to 1988, from Ik. 12,21,027 to Is. 1,44,00466 - an 
increase of 1,055 per cent (Table 4.16). From year-to-year, 
the absolute change in total deposits ranged between (minus) 
Is. 4,06,965 in 1980 and Is. 35,84,587 in 1988.
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The fixed deposits constituted the major share in the total 
deposits, followed by Savings Bank Deposits, Current Deposits 
and Pigmy Deposits, in that order. The fixed deposits 
increased from 8s. 9.95 lakhs in 1980 to 8s. 99.98 lakhs in 1988 
- an increase 905 per cent. The absolute change in the fixed 
deposits, on year-to-year basis varied between Is. 59,335 in
1981 and Bs. 23 lakhs in 1988. In percentage terms, these 
deposits changed from a minimum of 6 per cent in 1981 (over 
the previous year) to a maximum of 136 per cent in 1982.

The Saving Bank section deposits increased from Is. 1.05 lakhs 
in 1980 to Bs. 36.45 lakhs in 1988 - an increase of 3,371 per 
cent. However, there were greater varitions in the total of 
this type of deposits from year-to-year, with every negative 
changes in three years. In fact, the highest increase in the 
total savings bank deposits, in the Nipani Urban Bank, over 
the previous year was a whopping Is. 11.60 lakhs in 1988. In 
percentage terms these changed from (minus) 87 in 1980 to 
1,181 the very next year.

The Current Deposits increased from a minimum of Is. 50,000 in
1982 to Is. 3.39 lakhs in 1988. In absolute terms, the 
year-to-year change was to the tune of (minus) Is. 31,858 in 
1981 and Is. 2.31 lakhs. The year-to-year percentage change 
varied from (minus) 41 in 1981 to 67 in 1984.

The Pigmy Deposits constitute a relatively meagre sum, from a 
low of Is. 43,<012 in 1980, the total of such deposits with 
almost no, interruption to Is. 1.98 lakhs in 1987. The 
year-to-year growth ranged from (minus) Is. 75,344 in 1981 to
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Rs. 82,509 in 1987. In percentage these variations were {minus) 
39 to 75 in 1988 and 1987 respectively.

The performance of the Ram Bank were marginally better than 
those of the Nipani Urban Bank (Chart 4.6).

Table 4.17
SHARE OF EACH TYPE OF DEPOSIT OF NIPANI URBAN BANK

(Per cent)

\ Type of 
\Deposit 

Year^""-\^

Fixed
Deposit

Savings
Bank

Deposit

Current
Deposit

Others
Pigmy
Deposit

Total
Deposits

1980 81.46 8.62 6.40 3.52 100.00
1981 42.33 54.12 1.86 1.69 100.00
1982 63.82 33.55 1.29 1.34 100.00
1983 69.24 28.39 1.11 1.26 100.00
1984 73.15 23.92 1.59 1.34 100.00
1985 78.64 18.40 1.64 1.32 100.00
1986 78.19 19.04 1.40 1.37 100.00
1987 73.50 23.63 1.03 1.84 100.00
1988 70.91 25.85 2.40 0.84 100.00

Source : Compiled from the Annual Reports of the Bank.

The share of fixed deposits in total in the Nipani Urban Bank 
almost duplicates the situation existing in the Ram Bank. The 
most important deposit category has been the fixed deposits, 
whose share in the total deposits in the Nipani Urban Bank was 
as high as 81 per cent in 1980 and remained at a minimum level 
of 69 per cent in 1983 - except for 1981 and 1982, when the 
levels were 42 per cent and 64 per cent respectively (Table 
4.17). The second most important type of deposit has been the 
Savings Bank Deposits - the share of which ranged between 9 
per cent (lowest) in 1980 and 54 per cent (highest) in 1981.
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On the whole the share of this type of deposits in the total 
deposits howered around 25 per cent mark.

The Current and Pigmy Deposits share in the total deposits was 
very insignificant - ranging 0.84 per cent in 1988 and 1.86 
per cent in 1981 - except for 1980, where the share of these 
two types of deposits individually was much higher.

Urban Bank
The performance of the Nipani/with respect to the total 
advances was quite commendable as compared that of the Ram 
Bank (Chart 4.7). In a shorter time span the Nipani Urban 
Bank has been in a position to advance fairly large amounts of 
financial resources as indicated by the 'totals' (Table 4.18). 
The total advances increased from Rs. 22.08 lakhs in 1980 to Rs. 
104.57 lakhs in 1988.

The loans advanced by Nipani Urban Bank were against 
government and other approved securities, other tangible 
security and personal securities. It must be noted that there 
are no medium term loans advanced by the Nipani Urban Bank, 
unlike the Ram Bank. Further, the Nipani Urban Bank has made 
no advances against - lani as security. The advances against 
government and other approved securities increased almost 
continuously from a meagre sum of Is. 48,738 in 1980 to Is. 9.23 
lakhs in 1988 - an increase of about Is. 8.74 lakhs and in 
percentage terms an increase of 1,793 per cent over the 
period. On a year-to-year basis the absolute increase in 
advance in this category ranged between (minus) Is. 9,483 in 
1988 and Is. 3.28 lakhs in 1985. This indicates a change of 
(minus) 1 per cent in 1988 over 1987 and 118 per cent in 1981 
over 1980.
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Other tangible security advances constituted the most 
important type of loans accounting for between 57 per cent and 
79 per cent of the total loans made available by the Nipani 
Urban Bank (Tables 4.18 and 4.19). In absolute terms, the 
advances in this category increased from is. 17.34 lakhs in 1980 
to is. 60.63 lakhs in 1988. The year-to-year absolute change 
in advances varied between (minus) is. 5,053 in 1983 and is. 11.63 
lakhs in 1988. In relative terms, the growth of advances 
ranged between (minus) 0.16 per cent in 1983 and 64 per cent 
in 1980. There was a fairly volatile and oscillating growth 
in percentage terms in the other tangible security advances.

Table 4.19
SHARE OF EACH TYPE OF ADVANCES OF NIPANI URBAN BANK

(Per cent)

Year

A. Govt. & 
Other appro- 
-ved securi- 
-ties (depo- 
-sit loan)

B. Other 
tangible 
security

C. Personal 
secutirti iS

Total

1980 2.22 78.53 19.30 100.00
1981 3.82 69.90 26.28 100.00
1982 5.15 75.57 19.28 100.00
1983 5.32 72.55 22.13 100.00
1984 5.98 70.01 24.01 100.00
1985 10.22 64.56 25.22 100.00
1986 10.83 65.04 24.13 100.00
1987 10.87 57.16 31.97 100.00
1988 8.82 57.98 33.20 100.00

Source : Compiled from the Annual Reports of the Bank.

Unlike the Ram Bank, the Nipani Urban Bank has made very 
substantial advances against personal securities with the 
minimum in any year being Is. 4.26 lakhs in 1980 and the
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maximum being Rs. 37.71 lakhs in 1988 - an increase of Is. 30.45 
lakhs in the nine year period indicating an increase of 7,145 
per cent. The yearly absolute growth in advances in the 
personal securities category recorded a minimum of (minus) 
Is.17,106 in 1986 and a maximum of Rs. 10.93 lakhs the following 
year. In percentage terms, however, the changes from year-to- 
year were not so high - from a negligible figure of (minus) 
1.03 per cent in 1986 to 66 per cent in 1987. The share of 
the advances against personal securities made by the Nipani 
Urban Bank was fairly high in the total advances made by the 
Bank. The share of the advances against personal securities 
increased from a minimum of 19.3 per cent in 1980 and 1982 to 
33.2 per cent in 1988. The share of the advances against 
governement approved securities has not been very high, but 
has made fairly good progress - from a mere 2 per cent in 1980 
to 11 per cent in 1987.

The performance of these two banks can be examined from 
various ratios. The Ram Bank and Nipani Urban Bank appear to 
have performed more or less evenly, if the working capital to 
share capital ratio is considered. The working capital per 
unit of share capital varied from Is. 14 to Is. 33 for the Ram 
Bank and from Is. 18 to Is. 30 for the Nipani Urban Bank (Table
4.20).
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Table 4.20
WROKING CAPITAL TO SHARE CAPITAL RATIO

Year 1980 1981 1982 1983 1984 1985 1986 1987 1988

Ram
Bank

14.48 L8.05 18.11 20.00 L9.30 21.89 25.15 27.76 32.64

Nipani
Urban
Bank

18.00 17.65 26.57 20.91 L8.97 21.20 22.45 25.97 29.86

Source : Compiled from Annual Reports of the Banks.

The deposits to advances ratio indicates that the Ram Bank has 
been following more conservative and cautious policy as 
compared to the Nipani Urban Bank (Table 4.21).

Table 4.21
DEPOSITS TO ADVANCES RATIO

Year 1980 1981 1982 1983 1984 1985 1986 1987 1988

Ram
Bank

1.65 1.95 1.50 1.24 1.09 1.42 1.49 1.58 1.97

Nipani
Urban
Bank

0.55 0.90 0.95 1.17 1.00 1.07 1.18 1.23 1.35

Source : Compiled from Annual Reports of the Banks.

The available data indicate that the Ram Bank's returns on 
total investment in relation to gross profit are not very 
substiantial - Table 4.22 and has been more or less stable at 0.10.
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Table 4.22
GROSS PROFIT TO INVESTMENT RATIO

Year 1980 1981 1982 1983 1984 1985 1986 1987 1988

Ram
BANK

0.11 0.10 0.13 0.12 0.12 0.11 0.10 0.10 0.10

Nipani
Urban
Bank

N. A N. A N. A N. A N. A N. A N.A N.A N.A

Source : Compiled from Annual Reports of the Banks. 
N.A : Not Available

(The similar data for Nipani Urban Bank are not available). 
The figures for investment (excluding working capital) to 
Gross Profits for each year are slightly higher - Table 4.23.

Table 4.23
RATIO OF NET PROFIT TO TOTAL INVESTMENT

Year 1980 1981 1982 1983 1984 1985 1986 1987 1988

Ram
Bank

0.04 0.04 0.05 0.04 0.04 0.03 0.01 0.01 0.01

Nipani
Urban
Bank

0.04 0.05 0.04 0.04 0.04 0.03 0.03 0.02 0.02

Source : Compiled from Annual Reports of the Banks.

The ratio of net profits to total investment is indicated in 
Table 4.23 and the performance of both the Ram Bank and Nipani 
Urban Bank appears to be on the whole same. Though Nipani 
Urban Bank appears to have gained a slight edge over the Ram 
Bank in the latter parts of the period under study.
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