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CHAPTER - III u?

DEVELOPMENT OF URBAN CO-OPERATIVE BANKS

IN _KOLHAPUR

3:1 INTRODICTION =-

In this chapter an attempt has been Yhde to %
study the historical development and financial position of
urban co-operative banks in Kolhapur city. Furtheq,the
chapter also deals with the growth of these banks during
the post independence period.

3:2 GEOGRAPHICAL LOCATION :-

The city Kolhapur is located in south Maharashtra.
It is the headquarter of the district of the same name.
It is §ituated on latitude 160-42i north and on longitude
740-14 east.Kolhapur city enjoys a central position between
the rugged tarriin of the Bestern Ghats to the west and
the roling plain to the east. The plain of the river
Panchaganga near Kolhapur. The city is the 'Gateway of

Konkan' from Desh,

Kolhapur is the natural marketing centre for
the surrounding region. The city has been an important
commercial centre of the region since remote past. The
city of Kolhapur islat a distance of 495 kms. from Bombay
793 kms. From Bangalore, 308 kms from Poona and 45 kms from
Sangli Miraj by rall. Kolhapur which was known as the city
of nine roads during the past is connected with the sea
ports towards west and the cities like Satara, Solapur,

Pandharpur, Belgaum and others by an excellent system of
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roads. The National Highway No 4 passes through the eastern

part of the city. The city is mainly expanding towards

northestst and east of the o0ld town.

Kolhapur enjoys an equable and invigorating
climate except from march tc May when hot winds prevail,
The percentage of rainfall during the three seasons at

Kolhapwr is 5.0 4, 7.56, 87.5 7 from June to October.

The total area under the jurisdication of the
Kolhapur corporation is 66.82 kq.k.m. After considering
the Geographical location, we will discuses historical
background of Kolhapur city.

333 HISTORICAL. BACKGROUND OF URBAN CO-OPERATIVE

BANKS IN KOLHAP'R s

In the history of Kolhapur,spread over the last
few millenious, the single continuing factor which has molded
and influenced the social and economic life of the
residents of Kolhapur. Kolhapur city is the famous temple
of Mahalaxmil which made it at a place of Pilgrimage for the
Hindus not only from Maharashtra but from all over India
" grxed Indeed the place has been known as " Dakshina Kashi"
and given a status to equal to that Banaras among the
religious places to the south of Vindhya"1 As a place of
pilgrim age dedicated to the diety which symbolises material
wealth, affluence royal power and splendour, the city
attracted artisans and provided a centre of commerce over

the several countries.

The history of Kolhapur city can be devided
into four periods as follows -
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Early Hindu period ( ¢ B.C., 325 to 1306 A.D)
Muslim period { 1307 A.D. to 1658 A.D.)
Hindu period ( 1659 A.D. to 1837 A.D.)
British Period ( 1838 A.D. to 1947 A.D.)

It was at the turn of the lapst century, to be
precise, in 1884 A.D. (British Period) on accession to the
Kolhapur throne of Rajashri Shahu Chhatrapati When he was
only ten years old, that laid the foundation of new modern
era which raised the part of Kolhapur district where his
authority extended to higher level of socio-economic

activities during his long rule of 38 years, ending 1922,

Important historical events took place between
1889 and 1915 which had far-reaching effects on the economic
development of Kolhapmr. The most important event was that
of Shahu Chhatrapati touched every aspect of social and

economic 1life of his subjects.

" In the agricultural field the big dam at
Radhanagari was built by him and he particularly encouraged
irrigation by manual-life system popularly known as
" Phad system", which required co-operation of the land
holders. In lifting water from one srall well called
" Budki" about 3 metees deep and carrying it for strong
in another Budaki and from there again 1ifting and carrying
it at a higher level to the next'Budaki' and so on with
a total 1ift of nearly 20 meteres " 2 This laid the
foundation of co~operative movement of which example is

not to be found in any other district of Maharashtra.

Rajashri Shahu Chhatrapatl took initiative
in establishing co-operativ ks, textile mills, oil
B VD)
mklis, A
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mills and controled market places, The chhatrapati Shahu

of Kolhapur gave impetus to the co-operative movement

in the field of credit and bankigg sector. The confidence wad

generated by him among the population and the measures of
weye afso

socio-economic development«initiated by him. Thus the

beginning of urban co-operative eredit rovement introduced

in Second decade of twee:tieth century Kolhapur city.

324 ~—BEGINNING OF TRBAN CO-OPERATIVE BANKS IN
KOLHABHR CITY :-

After considering historical background of
Kolhapur city and urban co-operative credit movement we
will consider the beginning and devd opment of urban

co-operative banks in Kolhapur city.

According to the progress and development
of urban co~operative banking industry in Kolhapur
district, more contribution paid by developing activities
of Kolhapur city urban co-operative banks which were
established in Kolhapmr city. Location, surrounding and
area of Kollapur city introduced as well market, industry,
oo mmercial business and banking centre place. For this
historical and basic point, of wk view Kolhapur city is
always in position of an advance city. Co-operative
mind and kind of Kolhapuri people create favcurable

results ih urban co-operative banking sector.
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It was eertainly a risky venture to set up
urban co-operative bank in an isolated place where resources
as Share capital, Ueposits, borrowings and necessery other newesst%
facilities, did not at all existed in the circumstances
from the urban wesaker community; In the initial stage the
number of five urban co-operative banks were introduced
banking activities with very limited means of financial
.32?§3i%2?' As the time passed urban co-operative banks
resources took progressive trends by the middle class
and common class people. As & consequence the urban co-op-
erative banks gradually increased with increasing demand for
credit facilities attracted towards urban co-operative
bankirg sector. This initial upsiurge was however halted by
the on-set of the Great Depression in the eakly nineteen
thirities,

Second world wae provided a booster dose and
rejuvenated the urban co-operative banking industry. Another
new five urban co-operative banks were established upto
1942, Thus the total number of urban co-operative banks
remainsd10. They introduced their banking asctivities with
challengable circugpstances. All these developments led to
the emergence of a new decisions and directives from
State Government, Reserve Bank of India and neces=ary
significant recommendationSof working groups, who

appropriated from Government and Reserve Bank of India.

These important factors also affected to the
existed Sahuwkar and money 1enders’capitalistic attitudes
and polécies, however kept the small and common people

dissatisfied.
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The private moneylenders and the local Sahukar
were sucking the blood of common and poor people. As the
banks were established these people were immediately turned
towards bahks. The urban co-operative banks etarted to
play the role of Sahukar and money lender but people were
confident about repayment whereas there was no end to their
repayment of the loan of Shahukar. The urban co-operative
banks, thus succeeded in attracting the common people as
a result it becqme an ideal of their hopes and achievement
As a resultg, the urban co-operative banks increased to

the number of 10 upto 1942,

Active leadership of the locality was on its
toes, and in order to ameliorate the conditions of the
small peopleppomoted urban co-operative banks. The urban

m Frem s
co-operative banks were, thus developed a growingrhkt
the time of independance, it had established its statues

known as Urban Co-operative banksng centre.

Following chart gives the details of each
bank's name, established date, old name, and registered

address.



TABLE NO 321 Table slin Kolhapur city.

Original Name of the Bank
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The Kolhapur Urban Coop.
Society Ltd.,

Shri.Balbhim Parasper
8ahakari Rath Pedhi.

The Government Servants
Coop.Credit Society

The Ravivar Peth Coop.
Credit Society

Shri.Shahu Coop.Credit
Society.

The Marathd Cocn.Bank
Ltd.,

Shri.Mahalaxml Coop.
Society Ltd.,

Shri .Mahaveer Coop.Bank
Lta.,

The Elakha Panchayat
Servants Coop.Society

10.5hri.Veershaiv Coop.

Bank Ltd.,

11.Kolhapur Janata Sahakari

12

13

14

Bank Ltd. ’

.The Commercial Ccop.

Bank Ltd.,

.Shri.Panchanganga
Nagari Sahakari Bank Ltd.,

.Kolhapur Mahila Sahakari

Bank Ltd.,

15. Youth Development Coop.

Bank Ltd.,

Esta

24KXolhapur.,

193vaji Peth,Kolhapur.

19.3dnav Road,

Kolhapur,
19! p,B.Mali Road,

19ia1war Peth, Kolhaour.
201Road, Kolhapur.
10,1 Mangalwar Peth,
e, Kolhapur.
124olhapur.
19& Rolhapur.
4/'%Ko1hapur.
19€ gt tion Road, Kolhapur.
2640 lhapur,
19%Ko1hapur.

19%, Xolhapur.

19MKo1hapur,

L L I . I R

Source: Compiled from Annual repc



47

3:4 GROWTH OF URBAN CO-OPERATIVE BANKS DJRING POST
INDEPENDANCE PERIODs2 .-

The growth of urban co-operative banks/ in reg ect
of number of banks, branch offices, paid-up share capital,
Reserves, Total Deposits, Loans and Advances, working capi al,
Profit, Dividerd ratee:ffh Kolhapur city during the pest

independance period is studied as under

a) Number of Banks & Population -

The total number of banks and population of
Kolhapur from 1951 to 1284 is shown in the following table.

TABLE NO 322

Table showing No.of Urban Banks &nd

Population

Year No.of Urban Coop.Banks Population of
_______________________ Kolhapur _ _
1951 10 1,356,385

1961 11 1,81,442

1971 12 2,59,050

1981 15 3,40,000

1984 15 3,40,000

W S am AR M WS B W T S THER MM R SR e i AR SmED MM IR AR MR NI A e W e e e

Sources Sensus Revnorts of Government of India - & from
the office of DDR. Kolhapur,

The table reveals that the numbe of urban
co-operative bmnks in Kolhapur has increased in the las=t

three decades. In 1951 therewere 10 urban co-operative banks
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with 1,36,385 population, whereas now they have cpossed 15
and population of the Kolhapr city is 3,40,000. The number
of urban co-operative banks registered a one and half-fold

increase during the period of last 33 years, while population
of the city nearly two and half-fold increase.

The number of urban co-operative banks
inereased to 150 % during the period of last 30 years and
the population increased to 1504 during the corresponding
period. This close inter-relationship between growth of
urban co-operative banks and the population also establiches
the fact that kolhapur is essentially a place of urban
co=-operative banks and members. Quite a large number of
members gre from commnnities of small and poor. Mof¢ of
:%e urban co-zperative banks thus cpmes from the weaker
communities. This is one of the important factors that has
contributed to the growth of this urban co-operative banking

industry.

b) The Overall Growth:-

Following table reveals the overall financial
position and growth of the urban co-operative banks during

the period of last 12 years. (From 1972-73 to 1983-84)



TABLE NO 323

Overall Financial Position and Growth of
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Urban co-operative Banks {n Ko)\epe¥ {Rs. in lakhs)

S Gmas SwE)  GmS gwmh AN S WA e S e WS mewx M AL G e W e WER  GER WS e e WS G S e

30th June

1973

30th June

1978

30th June

1984

SR SN S Smm TS gam G e e S s G S g W R ge G @R Gmy U mmm  GEE mS W W G e

No.of Urban Coop.Banks
No.of Branch offices
Paid-up Share capital

Reserve Fund & Qther
reserves

Total Deposits

Total Loans & advances
Working capital
Membership

Rate of Dividend
Profit

Overdues

16
59 .57
57.36

720.22
548,58
886.81
51,321
4 to 6%
11,71
7.8 %

24
121.31
164,58

1368,15
1020,09
1804.99

69,341

6 to 12 %

33.51
8.5%

306.26
446,45

4697 .62
3922.61
6083,03
1,23,826

9 to 129

73.13
9.9%

. GmE GNP mme AR SRR SN G W Sme Sy SN WER MR WS G GRS GRS G Gam SRS e NS SR GRS SN e WS e

Sourcek Complled from Annual Reports of the Urban Coop.
Banks in Kolhaour,

i) Branch Offices -

The table indicates that the growth of the

branch offices of the urban co-cperative banks. Although

TFhe total number of urban co~operative banks increased

from 13 in 1973 to 15 in 1978 and 1284, The total numbers

of branche offices increased from 15 in 1973 to 24 in

1978 and 54 in 1984, The growth rate of branch offices

increased from 50% during 1973 to 1978 to 1254 dmring
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1379 to 1984, It shows that thgqlatter 1s remarkable. The
average growth of the branch offices is 3 during the period
of last 12 years. The increased branch offices of the
urban co-operative banks reveal the fact that more services
and facilitiegmg%ven to the members in urban and semi

A
‘urban areas members.

ii) Paid-up Shares Capital -

It is quite obvious that the financial
strength of the co-operative institution depends upon its
ability to raise share capital., The larger the amount of
share capital collected, the sounder would be the financial
position of the urban co-operative bank. It is therefore,
expected that the members of the urban co-operative bank

should contribute regularly to the share capital,

As per this basic idea urban co-operative
banks share capital position clearly shows in the
table that the pald up share capital rose by Rs. 61.74 lakhs
during the period under review and stood at Rs. 306.26 lakhs
at the end of June 1984,

Similarly the average share capital per urban
co-operative bank and per member moved up as well from
Rs., 4.58 lakhs to Rs. 20.,42 lakhs and from Re. 116 to
Rs . 244 respectively during the corresponding period i.e.
from 1973- to 15&4.

They recorded more than five-fold increace

within short span of time.
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The share capital or paid up share capital
in the aggregate own funds remained nearabout 40% in
1984,
The average growth of paid-up share capital is
Rs. 20,56 lakhs during the period of last 12 years,

Rii) Reserve Funds and Other Reserves -

The table remarks that the reserve funds and
other reserves increased from Rs, 57.36 lakhe in 1973 to
Rs. 164,58 lakhs in 1978 and Bs. 446,45 lakhs in 1984,

They recorded more than seven-fold increase

within a period of 12 years.

The share of reserve funds and other reserves
in the aggregate owned funds remained near about 60% in
1284,

The average growth of the reserve funds and
other reserves is Rs. 32.42 lakhs during the period of
last 12 years.

Thus it is clear that the increased reserve
fund also contributed for considerable growth of the

urban co-cperative banks in Kolhapur.

iv) Total Deposits -

In Kolhapur, the urban co-operative banks
ha¥ebeen able to mobilise savings in urban and semi urban
areas to a considerable extent. The s tatistics preseribed
15%?;ble show that their performance in Kolhapur city

in this regard has been fairly comrendable.
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The total deposits collected by the urban

co-operative banks moved up from Rs. 720.22 lakhs in 1973
to Rs, 1368.,15 lakhs in 1978 and Rs. 4697.62 lakhs in 1984,

They recorded more than six-fold increase within
a period of last 12 years.

A birds eye view the dable shows that the
average deposits per urban co-operative bank moved up from

Rse 55,40 lakhs to Rs. 313.17 lakhs in the same pericd.

The average growth of total deposits is Rs. 331.4"°
lakhs during the period of last 12 years.
A close examination of the table points out
that the total depo~its more attracted during the last 6 ye ars
khaxx kx ke are more as compared to the deposits in earlier
6 years,
In addition, it is worthwhile to note that
the deposits as percentage of working capital was 814 in
1973 and 774 in 1984. Deposits as percentage of total
loans eutstanding rose from 76% in 1973 to 83% in 1984.

v) Total Loaﬁs and Advances -

The table shows the progress made by the
urban co-operative banks in advancing loans to the members
during the period from 1972-73 to 1983-84, The progrese in
this respect has been prodigious. The amount of loans, both
short term and medium term increased from Res, 548.58 lakhs
in 1973- to Rs. 1020.09 lakhs in 1978 and Re. 3922.61 in 1984,
They }ecorded more than seven-fold increase

within a period of 12 years.
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The average growth of loans and advam es 1is
Rs. 281,17 lakhs during the period € last 12 years,

The average loan advanced per urban co-operative
bank and per member incressed from Rs. 42,10 1lakhs to Rs.
261.5C lakhs and Re. 1069 to Rs. 3168 respectively during
the period of last 12 years.

The urban co-operative banks, thus, tried

to meet increacing demand for credit in Kolhapur city.

vi) Working Capital
The table gives an idea as to the s tructure

of the working capital of the urban co-operative banks.

The working capital continuously increaced during last

12 years. It rose from Rs. 846,81 lakhs in the year 1973 td
Rs, 1804.89 lakhs in the year 1278 and Rs. 6083,03 lakhs

in the year 1984, "Bépresenting more than six-fold

expansion within a perfiod of 12 years.

This trend indicates that the urban co-operative
banks were in a position to eet growling credit rea: irements

of the members in Kolhapur.

The average growth of working capital is Rs.433.02
lakhs during the period of last 12 years,

A close ook at the table also reveals
that the g rowth of working capital was rather satisfactory
during the & ymaxx tham kke mxxkiex last 6 years perilod

as compared to the groﬁﬁkn the earlier 6 years period.

vii) Profit-
The table indicates that the profit =md of
urban co-operative banks rose by Rs. 21.80 lakhs, from

RS, 11,27 lakhs to Rs, 33.51 lakths during 1973 to
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1978, And also rose by Rs. 39.62 lakhs, from Rs. 33,51
lakhs to Rse 73.13 lakhs during 1979 to 84, The latter
is remarkable during the period of last 12 years, i.e.
(From 1973 to 1984) Representing tore than six-fold
expansion in the same period.

The average growth of profit is Rs. 5,12
lakhs during the pariod of last 12 years.

The average profit per urban co-operative
bank moved up from Re. 0.90 lakhs to Rs. 4.87 lakhs
during the same period.

Thus the urban co-operative banks created a
status in banking business for better utilisation of

resources.

viii) Rate of Dividend -

According to earned profit specific rate of
dividend paid to the members by the urban co-operative
banks. Therefore rate of dividend imcreased from 4 to %%
in 1973 and to 9 to 12 % in 1984,

Rate of dividend indicates the different
rates, because ofw various urban co-operative banks
profit earning ratio which affects the rate of dividend.

The average growth pate of dividend 1s
55 during the period of last 12 years.

tx) Overdues -

The table indicates that considering the
overall lending activities of the urban co-operative
banks this ire rease need not be considered as serious.
In percentage, it increased from 7.5% in 1973 to 92.9% in
1084,
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However, the rising trend in overdues is not

a happy trend. If the overdues continue to grow at the
current rate, they are bound to create serious problems of
financial management in future.

x) Membership -

The table indic ates the quantitative growth
of the membership of urban co-cperative banks. The total
membership of the urban co-~cpdrative banks reflected
continuous increase from 51,321 in 1973 to 69,341 in
1978 and 1,23,826 in 1984,

The average growth of membership is 5992 durimg
the period of last 12 years,

The irmc reased membership of the urban
co-epérative banks reveal the fact that the members realised
the utility of co-operapive credit and the possibility
of produiing required credit from the urban co-operative
banks. Therefore, they increasingly participated in the
co-operative banking movement by way of contributing
® the share capital of the urban co-operative banks.

A close scrutiny of the table shows that the
urban co-operative banks enrolled as many as 1,23,826 members
in 1984, This spurt in membership might have mainly due to
the fact that more and more members qualified themselves
for co~operative credit as the prevalence of serious economic
conditions.

Thus the impresive performance of urban
co-operative banks helped in the rapid development of urban

co-opefative duxing banking movement in Kolhapur.
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3:6 FINANCIAL POSITION OF URBAN CO~OPERAT JVE BANK
IN KOLHAPUR 2.

After considering the general development of
urban co-operative banks in Kolhapur let us study the bank
financial nosition in particular during the period 1973t%to
1984,

The table No. 324 clearly shows that the
totally 15 wrban co-operative banks have made an attempt
to develop their banking business and banking activities.
&t}Kolhapur urban and semi urban areas.

A close look at the table also reveals that
37% of total nrban co-operative banks in Kolhapur district
concentrated in Kolhapur city only. Out of which Shri.
Veershaiv Coop.Bank Ltd., ranks the first among all the
urban co-operatiee banks, in respect of Reserve Funds,
and other Reserves, Profit, Deposits, Loans, Working
Capital. Then the Maratha Coop.Bank Ltd., The Mahalaxmi
Coop .Bank Ltd., and shri.Mahaveer Coop.Bank Ltd.,, ranks se

This Salutary trende indicates that the
urban co-operative banks tried to play a dominant role in
their development and naturally the development of urban

co-operative banks in Kolhapur.
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gz’ Name of Total Loans & Advances
) 30.6.  30.6. 30.6. 30.6.
84 73 78 84
1. Kolhapur ~ s4x oe T re T T oa T T T TR ST T
Bank Ltd. 543,75 46,09 38,71 348,28
2. Shri,Ball - , _
Bank Led, 20332 43.49 75,34 279,29
3. The Kolh
Govt.Ser 59.59 7.89 22,08 75.88
Bank Ltd.
4. The Ravi: o
COOp.%an? 103.10 8,03 15,26 81,22
5. Shri,Shal .
Bank Ltd 178.82 16,07 29,02 136.20
6. Shri.Mahi
Bank Ltd. 508.91 94.45 120.88 432,72
7. The Kolhi P
Co-op.Ba  000-88 35.17 87,49 449,91
Kolhapur
8. Shri.Mzhi m e g .
Sank Ltg =~ 002-28 11%4.46 201.19 520,31
9, The Prati P N
shek.Sahi 132.856 36.02 864,57 433,91
Ltéa.,Kol;
10.Shri.Vee. , _ o L
Bank Litd ~ 002.74 105.51 169,39 582,96
11.The Conuw
Bank Lta 1208 12,95 17,99 19,24
12.s8hri.Pan - ~
Nogari s 10905 2.56 12.37 71.00
Ltd,. ,Kol:
13.Kolhapur
Sahakari  0r3:65 26,79 68.75 399,74
Kolhapur
14.,Kolnhapur . )
Banx Ltd 22994 - 4,16 28,38
15.,¥Youth Der
Coop . Banl 66.05 - 11.89 42,47
Kolhapur.
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1. Kolhapur™ = - 7 T T T T - T m — = mmemm —
Bank Ltc

2. Shri.Bal
Bank Ltd

3. The Kolr
Govt.Ser
Bank Ltd.

4, The Ravi
Coop. Bar

5. Shri.Sh:
Ltd,. , K¢

6. Shri.Mmzal
Bank Ltc

7. The Koll
Coop.Bar
Kolhapul

8, Shri.Mat
Bank Lt«

9, The ?Prat
shak Sal
Ltd,. ,XKo.

10.8hri.Ves
Bank L«

12 .%hek. &3l
HERSRER
Kolhapu.
shri.Pal

13, Xeihapw

SEhEkRX.
Kolhapu
13. Kolhep
Sahaxa.
Kolhap

14, Kolhap
Bank Ir

15. Youth .
Coop, B
Kolhap

. — Tt w— -
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