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CHAPTER - I 
INTRODUCTION 

 
1.1 INTRODUCTION. 

The Co-operative movement was started in India to ameliorate the condition 
of that co-operation offers a solution to the difficulties but also by the town man in 
regard to credit as well as other aspects of his business and like. The Mac Lagan 
Committee on Cooperation pointed out as early as 1915 that, “Urban Credit Societies 
may serve useful purpose in training the upper and middle classes to understand 
ordinary banking principles”. In 1931 the Central Banking Enquiry Committee 
recommended that, “limited liability of cooperative societies generally known as 
urban banks should be established wherever necessary facilities and conditions exist 
for the benefit of middle classes of the population. We do not see any objection to 
special societies for salary earners if these societies are looked upon as thrift societies 
for collecting and investing the savings of their members. The duty of these urban 
banks should be to try to do for the small trader, the small merchant and the middle 
class population as like what the commercial banks are doing for the big trader and 
the big merchant.” 

Urban Cooperative Banks have a prestigious place in the Cooperative Credit 
Structure. These banks in our country have been started and promoted by the 
corporate without government assistance. These institutions had glorious past of being 
voluntary in nature democratic in management and self reliant in financial position 
with less risk in operations. Despite the fact that their growth is heterogeneous, they 
have glittering future even in this competitive market situation in the banking 
industry.  

Now, in new liberalized economic environment, the cooperatives enjoyed the 
special treatment from Government of India, State Government, Reserve Bank of 
India and all other policy making bodies during the last 50 years. Because of changed 
economic policies of Indian Governments the cooperatives have landed in a 
competitive set-up. In this competitive environment, the survival and the future of the 
cooperatives depend upon their performance.  

Cooperation is a real way of life, a true democratic process and it imbibes 
human values. Cooperation not only units people physically but also integrates good 
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qualities of human life. Cooperation is a lamp, which shows a path in today’s 
changing socio-economic scenario. It is the only solution to the problem of 
disintegration of classes which is the outcome of today’s market economy, which is 
purely based on the principle of execution. In the process of Globalization, 
cooperation is the only helping hand for the people which otherwise will be thrown 
out of the development process. Cooperation will strengthen the exploited classes and 
the weaker sections of the society to stand firmly in this changing scenario. 

Cooperative movement in India is seen as a means to attain socialistic pattern 
of society. In order to accelerate the rate of economic growth and to fulfill social 
justice within the framework of National Policy, cooperative sector has played 
significant role in India. Urban Cooperative Banks played a very important role in 
fostering and institutionalizing of saving and channelizing funds for the socio-
economic development of the country. Urban Cooperative Banks in India have done a 
commendable work in providing banking facilities to millions of people, served a 
larger social purpose in accordance with national priorities. 

The Cooperative Banks are an important component of the economy of the 
country and provide financing for small economic activities which include the small 
traders, transport operators, small scale industries and financial services to the people 
with small means. The importance of banks to national economies is underscored by 
the fact that banking is universally a regulated industry and that banks have access to 
government safety nets. The management of the UCBs is rest with the board of 
directors mostly who are the elected political leaders and businessmen’s and not 
possess the required knowledge about banking or laws. It is crucial therefore those 
banks have strong Corporate Governance. The UCBs have already fixed out a niche 
for themselves in the banking sector. However, which liberalization and globalization, 
the UCBs sector has to compete with others who are making roads into their domain. 
The threat and risks to the UCBs are not going to come from foreign banks or private 
commercial banks, as much as the threats they face from the growth of Self Help 
Groups (SHGs) and numerous Non-banking Financial Institutions. The Self Help 
Groups and Non-banking Financial Institutions such as Chit Funds are getting a poor 
hold in the market, where the presence of UCBs should have been strong and wide 
spread. If the UCBs sector had catered to the financial needs of the middle class urban 
population, there would have been no need for chit funds and self help groups to enter 
the institutional finance sector. However, the UCBs sector on account of various 
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weaknesses allowed the entry of these players into the market and in many ways 
competes for the business. The urban co-operative banking sector can still overcome 
competition by reaching out to the masses that need low cost and efficient financial 
services. The UCBs sector needs to build up a mass cooperative banking structure 
which will provide financial services to the common people in the urban areas. 
1.2 HISTORICAL PERSPECTIVE OF URBAN COOPERATIVE BANKS. 

The Urban Cooperative Credit Bank movement originated in Germany when 
Harman Schultz started such societies for the benefit of artisans in the cities. Mr. 
Schultz found a friendly society to provide credit for relief in sickness founded in his 
native town the first loan society in 1850 and Dr. Hog established Dairy Cooperative 
Banking for the development of dairy enterprise. Dr. Hog’s bank improved 
dairymen’s like in the rural and sub-urban parts of Germany and Schultz model was 
designed to improve the social and economic life of urban part of Germany. The 
attractive business of cooperative banks of Germany created an ideal situation for the 
growth of cooperative banking at an international level in the year 1849 to 1890. 
1.3 DEFINITIONS OF URBAN COOPERATIVE BANKS. 

The definitions of Urban Cooperative Banks given by different individuals and 
committees are given below. In general Urban Cooperative Bank can be defined as, 
“A voluntary association of individuals with unrestricted membership and collectively 
owned resources formed by small businessman, professionals and / or wage earners, 
conducted on a democratic basis under joint management and for mutual service by 
accumulating the savings of the members and granting them credit on easy terms of 
interest and repayment, surpluses being placed to reserves or distributed between 
depositors and shareholders, the association also using the joint responsibility of its 
members as a security for loans obtained for its members from outside sources” The 
Mehta Bhansali Committee (1939) defined Urban Cooperative Banks, as “All Urban 
Credit Societies having paid-up share capital of Rupees 20000/- and over and 
accepting deposits of money on current account or otherwise subject to withdrawal by 
cheque, draft or order, come within the category of urban cooperative banks”. 
Madhav Das Committee has defined urban cooperative banks as “a Primary 
Cooperative Bank and is defined a cooperative society other than the Primary 
Agricultural Credit Society”, having:- a. The paid-up share capital and reserves of 
which are not less than Rs. One Lakh and b. The bye laws which do not permit 
admission of any other cooperative society as a member. The category of Primary 
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Cooperative Banks also includes salary earner’s societies having paid-up share capital 
and reserves of Rs. 1/- Lakh or more and the bye-laws of which provide for 
acceptance of deposits from non-members”. 

The Cooperative Planning Committee (1946) has defined Urban Cooperative 
Banks “Urban banks receiving deposits on current account should havei) Paid –up 
share capital of at least Rs. 20000/- ii) Maintain fluid resources on the scale 
prescribed by the Registrar of Cooperative Societies; and iii) Carry to the reserve fund 
at least one third (1/3) of their net profits till it equals the paid-up capital and 
thereafter one fourth (1/4) of the net profits. The reserve fund should be invested in 
gilt-edged securities or deposited in banks approved by the Registrar and should not 
be used for the business of the bank”. 
1.4 SALIENT FEATURES OF URBAN COOPERATIVE BANKS: 

It is quiet difficult to project a clear picture of urban cooperative banks in 
India, when we go through the above taken definitions of urban banks. So to solve 
this difficulty, some important features of these urban cooperative banks are listed 
below:- 

1. Voluntary Association and Open Membership: 
Membership of Urban Cooperative Banks shall be voluntary and available throughout 
the life of it without artificial restriction or any social, political, racial or religious 
discrimination to all persons who can make use of its services and are willing to all 
persons who can make use of its services and are willing to accept the responsibilities 
of membership. 

2. Formation, Registration and Licensing: 
Urban Cooperative Banks are formed according to cooperative societies act on filing 
bye-laws and registered with registrar of cooperatives. To cooperative banking 
business in India, it has to obtain license from RBI under section 22 of Banking 
Regulation Act, 1949. 

3. Domestic Control: 
The members elect the Managing Committee by exercising ‘One man,one 

vote’ in general meeting. Managing Committee consisting of honorary service minded 
people to carry on banking operations on domestic principles. 

4. Mutual Benefit: 
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Urban Cooperative Banks are formed to carry on banking business, with a 
view to provide mutual benefit to their members at low cost to uplift economically 
weaker sections of society without any outside aid. 

5. Privileges: 
They enjoy privileges like higher rate of interest on deposit, lower lending 

rates, exemption from payment of interest tax and tax on profits, lesser cash reserve 
ratios and statutory liquidity ratios etc. 

6. Initial Share Capital and Membership: 
To establish new Urban Cooperative Bank it should have minimum Rs.5/- 

Lakh to 30/- Lakhs of share capital and minimum 500 to 2000 members depending on 
the place of its establishment. 

7. Dual Control: 
They are subject to dual control of the Registrar of Cooperative Societies at 

the level and RBI at the national level. 
8. Area of Operation: 
Their area of operation is urban and semi-urban area. They are not allowed to 

operate in rural area wherein the population is below 2000. 
1.5 THE NEED FOR URBAN COOPERATIVE BANKS. 

The Urban Cooperative Banks occupy a significant place in the urban credit 
movement. The need for organization of Urban Cooperative Banks is to provide 
helping hand to the weaker section of urban community viz, small traders, artisans, 
salaried people, professionals and other people of small means. These banks were 
expected to spread banking habits among the people in the cities, town and semi-
urban areas.21 The Urban Cooperative Credit Movement, started in India with the 
chief object of catering to the banking and credit requirements of the urban middle 
class. Besides protecting the middle classes and men of modest means from the 
clutches of the moneylenders, the movement is also expected to include the habit of 
thrift and saving amongst them. The movement provides the frugal section of the 
community an opportunity of investing their savings and thus helps the hard pressed 
people tide over the period of stress and strain. It is also needed to provide financial 
and technical assistance to small scale, cotton industries and to help self employed 
persons. 
1.6 OBJECTIVES AND FUNCTIONS OF URBAN COOPERATIVE BANKS. 

The main objectives of Urban Cooperative Banks are:- 
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1. To attract deposits from members and non-members. 
2. To advance loans to members. 
3. To collect bills, cheques, issue drafts and provide banking services. 
4. To provide safe custody of valuables. 
5. To promote thrift, saving and self and mutual help among the members. 

In Scheduled Urban Cooperative Banks like, Bombay Mercantile 
Cooperative Bank and Cosmos Cooperative Bank, the following objects are 
also included in their byelaws: 
1. To buy and to sell foreign exchange including foreign bank notes. 
2. To grant and issue letters of credit. 
3. To carry on and to transact every kind of guarantee and indemnity business       
     on behalf of constituents. 
4. To enter into consortium finance arrangements with any other bank or        
    financial  institutions with the object of marketing loans and advances. 

1.7 ORGANIZATION STRUCTURE OF URBAN COOPERATIVE BANKS. 
The management of Urban, Cooperative Banks is vested with the Board of 

Directors elected by the general body. According to the State Cooperatives Societies 
Act, the ultimate authority of cooperative society is general body. Even urban banks 
have to convene the general body once in a year to take major decisions for 
amendment of bye-laws, approval of net profit etc. The elected directors of general 
body form the board of management. The day-to-day administration of the bank is 
vested in the hands of Board of Management such as sanction of loan is taken care by 
the board with the support of general manager assistant general manager, managers, 
senior officers and other staff. The directors are expected to posse’s qualities of 
leadership and ability to guide the bank on sound lines. They are represented by all 
sections of urban elite. Enlightened persons like Lawyers, Doctors, Engineers, 
Chartered Accountants and Business Experts find place in the board of management 
of the urban banks. Cordial relations should exist among staff and management 
members in the cooperatives. A Chairman and Vice chairman are to be elected from 
elected directors. The representatives for women and SC/ST are also elected by 
creating reservation system as per the Act and by laws. The members of an urban 
bank are composed of traders, artisans and salary earners. The liability of the member 
is limited to the share capital subscribed by him. The following Chart 1.1 shows the 
organizational set-up of urban banks. 
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The below mentioned organization set-up indicates both the elected board and 
paid staff of big urban banks. Small urban banks situated in small town, urban and 
semi urban areas normally have general manager, managers, accountants, cashier, 
senior clerks and junior clerks. A few assistant managers are also appointed both in 
head office and branches 
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1.8 PROGRESS OF THE URBAN COOPERATIVE BANKS IN POST-
LIBERALIZATION 

Period i.e. from 1991 onwards: (1991 to 2011) 
Table 1.1 

Deposit Growth of UCBs (1991 to 2011) 
                                                                                       (Amount in Corers of Rupees) 
Sr.No Year Number  

of UCB’s 
Deposits Percentage of growth 

over base year 
1 1990-91 13.7 10107 (100) - 
2 1991-92 1311 11108 (109.36) 9.36 
3 1992-93 1306 13531 (133.21) 33.21 
4 1993-94 1305 16769 (165.09) 65.09 
5 1994-95 1300 20101 (197.90) 97.90 
6 1995-96 1327 24165 (237.91) 137.91 
7 1996-97 1355 30714 (302.39) 202.39 
8 1997-98 1502 40692 (400.63) 300.63 
9 1998-99 1590 52681 (418.66) 418.66 
10 1999-00 1645 71189 (700.88) 600.88 
11 2000-01 1618 80840 (795.90) 695.90 
12 2001-02 1854 93069 (916.30) 816.30 
13 2002-03 1941 10154 (999.76) 899.76 
14 2003-04 1926 110256 (1085.51) 985.51 
15 2004-05 1872 105021 (1033.97) 9…97 
16 2005-06 1853 114060 (1122.96) 1022.96 
17 2006-07 1813 121391 (1195.14) 1095.14 
18 2007-08 1770 138496 (1363.55) 1263.55 
19 2008-09 1721 158733 (1562.79) 1462.79 
20 2009-10 1674 182862 (1800.35) 1700.35 
21 2010-11 1645 212031 (2087.53) 1987.53 

                  Source: Reserve Bank of India, Urban Banks Department, Central Office, Mumbai.  
                Note: Figures in the Bracket indicates percentage of Increase/ Decrease over base year 1990-91 
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Table No. 1.2 

Growth of Advances of UCBs (1991 to 2011) 
                                                                                      (Amount in Corers of Rupees) 

Sr.No Year Number of  
UCB’s 

Advances 
Rs. 

Percentage of growth 
over base year 

1 1990-91 1307 8003 (100) - 
2 1991-92 1311 8713 (108.87) 8.87 
3 1992-93 1306 10132 (126.60) 26.60 
4 1993-94 1305 12172 (152.09) 52.09 
5 1994-95 1300 14795 (184.86) 84.86 
6 1995-96 1327 17908 (223.76) 123.76 
7 1996-97 1355 21550 (269.27) 169.27 
8 1997-98 1502 27807 (347.45) 247.45 
9 1998-99 1590 34214 (427.51) 327.51 

10 1999-00 1645 45995 (574.72) 474.72 
11 2000-01 1618 54389 (679.60) 579.60 
12 2001-02 1854 62060 (775.45) 675.45 
13 2002-03 1941 64880 (810.69) 710.69 
14 2003-04 1926 67930 (848.80) 748.80 
15 2004-05 1872 66874 (835.61) 735.61 
16 2005-06 1853 71641 (895.17) 795.17 
17 2006-07 1813 79733 (996.28) 896.28 
18 2007-08 1770 88981 (1111.84) 1011.84 
19 2008-09 1721 97918 (1223.51) 1123.51 
20 2009-10 1674 110304 (1378.24) 1278.24 
21 2010-11 1645 136341 (1703.62) 1603.62 

   Source: Reserve Bank of India, Urban Banks Department, Central Office, Mumbai.  
   Note: Figures in the Bracket indicates percentage of Increase/ Decrease over base year 1990-91 

In the year 1966, when the Banking Regulation Act, 1949 was made 
applicable to UCBs, there were about 1100 UCBs with deposits and advances of 
Rs.167/- crore and Rs. 153crore respectively. The UCBs continued to grow at a fast 
pace till 2003, when their number increased to 1941 and their deposits and advances 
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increased to Rs. 101546/- crore and Rs. 64880/- crore respectively. The liberal 
licensing policy followed by the Reserve Bank pursuant to the recommendations of 
the Marathe Committee (1992) led to the proliferation in the sector. However, the ban 
on licensing of new UCBs since 2004 and encouragement to voluntary amalgamation 
and consolidation in the sector has resulted in decline in the number of UCBs to 1645 
in 2011 with total deposits of Rs. 212031/- crore and advances of Rs. 136341/- crore. 
Tier-wise Distribution of Urban Cooperative Banks: 

There were 1,194 Tier I UCBs (74.34 percent of total UCBs) which accounted 
for 15.7 percent of deposits, 15 percent of advances and 16.2 percent of assets. On the 
other hand, 412 banks classified as Tier II accounted for 25.7 percent of deposits, 84.3 
percent of advances and 83.8 percent of assets of the sector. The tierwise distribution 
is shown in Table 1.3 which is given below. 

Table 1.3 
Tier-wise Distribution of Urban Cooperative Banks and their Deposits, Advances 

and Assets at the end March 2013 (Amount in Rs. Billion) 
 

Tier 
 Type 

Number of Banks Deposits Advances Assets 

 Number % to  
Total 

Amount 
(Rs) 

% to 
Total 

Amount 
(Rs) 

% to 
Total 

Amount 
(Rs) 

% to 
Total 

1 2 3 4 5 6 7 8 9 
Tier I  
UCBs 1194 74.3 434 1537 272 15.0 545 16.2 
Tier II  
UCBs 412 25.7 2335 84.3 1538 85.0 2827 83.8 

All  
UCBs 1606 100 2769 100 1810 100 3372 100 

Source: Urban Credit, November-December, 2013 Vol. XXXIV 
CRAR Distribution: 

The majority of UCBs (about 91 Percent) reported capital to Risk-weighted 
Assets Ratio (CRAR) above the statutory minimum of 9 percent at 2012 (Table1.4). 
However, the capital position of Scheduled UCBs was much weaker than that of Non- 
Scheduled UCBs. Moreover, it was a disquieting feature that most of the Scheduled 
UCBs with CRAR below the regulatory minimum had a negative CRAR. 
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Table 1.4 

Distribution of UCBs by CRAR (As at end-March 2012) 
CRAR (In Percent) Scheduled UCBs Non-Scheduled UCBs All UCBs 

1 2 3 4 
CRAR Ã3 08 79 87 
3 Ã CRARÃ 6   01 14 15 
6Ã CRAR Ã9 - 50 50 
9Ã CRAR Ã12 08 197 205 
12Ã CRAR 35 1226 1261 

Total 52 1566 1618 
                Source: Urban Credit, November-December, 2013 Vol. XXXIV 

 
It is observed that out of 1,618 UCBs, 152 (9 percent) UCBs had lower CRAR 

than the prescribed CRAR of 9 percent. Out of these 152 UCBs, 87 UCBs had CRAR 
less than 3 percent. 
Financial Performance of Urban Cooperative Banks: 

The Financial Performance of Urban Cooperative Banks at the end of March, 
2012 is to be shown in Table 1.5 given below. From the table it is observed that 
Interest Income of Non-scheduled UCBs was greater than the Scheduled UCBs in 
both the year i.e. 2010-11 and 2011-12. Not only Interest Income but Total Income 
was also greater than the Scheduled UCBs. In case of expenditure, the Total 
Expenditure of Scheduled UCBs is less than the Non-scheduled UCBs in both the 
years. The net profit of Scheduled UCBs was also higher in 2010-11 and it was equal 
in 2011-12. 
Liabilities and Assets of Urban Cooperative Banks: 

The assets of UCBs increased by 11.4 percent in 2012-13, there was some 
moderation in their credit growth owing to sluggish demand in the economy. On the 
other hand investments of these institutions showed relatively higher growth in 2012-
13 on account of a sharp increase in SLR investments. In this context, it needs to be 
noted that UCBs deposits with SCBs and DCCBs were reckoned to maintain a 
uniform SLR of 25 percent on their NDTL in India. (Table 1.6) UCBs with a deposit 
base of over Rs. 10 billion accounted for 47 percent of the total deposits as at end 
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March, 2013. These institutions with a credit size of over Rs. 10/- billion also 
accounted for about 40 percent of total UCBs advances. 
Consolidation of UCBs through Mergers/Acquisitions: 

As part of the process of strengthening the sector a process of consolidation 
was set in motion by RBI and issued objective guidelines in February, 2005 in this 
regard. Another set of guidelines was issued by RBI in January, 2009 for the 
Merger/Acquisition of UCBs having negative net worth. In February, 2010 guidelines 
for transfer of assets and liabilities of UCBs to commercial banks were issued. 
Pursuant to issuance of guidelines on merger, RBI received 177 proposals for mergers 
by respective RCS/CRCS. The year wise details of mergers as on 31 March, 2013 is 
given in Table 1.7. 
Selected Indicators of Profitability of UCBs: 

There has been a continuous improvement in the major indicators of 
profitability of UCBs in 2011-12 (Table 1.9). Both the Return on Assets (ROA), 
defined as net profits as percent of average assets, as well as Return on Equity (ROE), 
defined as net profits as percent of average equity, showed a perceptible rise during 
the year. Further, the rise in ROA could be seen not just at the aggregate or system 
wide level but also at the disaggregated level, there was an upward shift in ROA 
among all scheduled UCBs in 2011-12. No scheduled UCBs reported a negative ROA 
in this year. 
Banking Business per Branch for UCBs by Region: 

However, it is noteworthy that the degree of concentration of banking business 
of UCBs showed some signs of decline over time. The coefficient of variation in the 
banking business of UCBs across regions showed a mild but steady fall between 2009 
and 2012 (Table 1.10) 
Improvement in the Asset Quality of UCBs was sustained: 

UCBs have shown a steady improvement in their asset quality over recent 
years. There has been a decline in Gross Non-performing Assets (NPAs), both in 
absolute and ratio terms. In continuation of this trend, UCBs reported negative growth 
in gross NPAs and also showed a fall in their gross NPAs ratio in 2011-12-13. (Table 
1.11) 
1.9 STATEMENT OF THE PROBLEM: 
 Institutional finance for rural development has attracted a great deal of 
attention of planners, policy –makers, administrators, academicians and researchers at 
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the national, state regional levels. Various aspects of institutional finance and rural 
development deserve top priority in social science research.  
 Earlier empirical surveys have attempted to study different aspects of 
commercial and cooperative banks functioning in Sangli District, however their chief 
focus was on urban co-operative banks. 
 No empirical study has so far been conducted on the working and growth of 
the Tasgaon Urban co-operative bank, Tasgaon. The institutional finance need 
frequent analytical study with a view to reviewing their success over period of time. 
Keeping this view in mind the investigation is undertaken with a view to evaluating 
performance of Tasgaon. What is the relative performance of Tasgaon Urban co-
operative bank as institutional financing agency in credit needs in time? Has Tasgaon 
Urban co-operative bank performed bank well in fulfilling its objectives to society? 
To what extent the credit has been granted by Tasgaon Urban Co-operative bank? 
This problem call for empirical study of performance Tasgaon Urban Co-operative 
bank. 
 In view of the forgoing discussion the statement of the problem for the present 
study has been defined as ‘Performance Evaluation of the Tasgon Urban Co-operative 
Bank.’ The Tasgaon Urban Co-operative Bank established in 6th February 1936. 
Which one of the premier co-operative financial institution is has been undertaken for 
the present study.  The evaluation of performance of Tasgaon Urban co-operative 
bank has been made in the present study. For the period of ten consecutive yers 
beginning from 2001-02 to 2010-11.  
1.10  IMPORTANCE OF THE STUDY 
 The Tasgaon co-operative bank in Tasgaon Taluka has face competition from 
commercial banks, financial instructions, and urban co-operative society. Growth is 
the signal of successful financial performance Tasgaon Urban co-operative bank have 
shown growth in their membership, deposits, loans etc. These banks have acted as 
counter parts of commercial banks in urban in urban area providing credit to small 
men who had been neglected hitherto by the letter. They have attracted and 
maintained deposit in flow due their close relationship with the deposit mix desirable 
to be adopted in future to suit the conductive environment. The researchers have 
evaluated the working of these banks in receipt of their working funds, deposits, loan, 
overdue, and financial performance. The study relating to specific problems of 
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cooperative needs. The present study will defiantly help to know the genesis of urban 
co-operative Bank in the world, India, Maharashtra and Tasgaon Taluka.  
1.11REVIEW OF LITERATURE  
 In literature, it is find that number of authors and researchers have consider 
various aspects while studying the problem related to co-operative banks. 
 Few researchers have discussed the performance evaluation, need of work 
technology for improvement of the services and to increase the efficiency of 
operations economic in expenditure, loan recovery performance, management costs 
etc. 

1. Agale Sudhir Vasantrao (2012) aptly observed that the number of DCCBs 
increased in the Maharashtra during the study period from 30 to 31. The number of 
branches decreased during the period was 3,718 in the year 2001 to 3,646 in the year 
2007. The total number of member of DCCBs also shows the decreasing position 
during the period from 100 per cent to 90.97 per cent. The amount of Share Capital of 
DCCBs shows the increase in the percentage that 100 per cent to 173.37 per cent. It is 
interesting to note that the share of government in the share capital was decreased 
from 100 per cent to 58.34 per cent during the study period. The progress of owned 
funds shows by the table that the own funds of DCCBs increased from 100 per cent to 
262.33 per cent during the seven years period. The growth seen from the table in the 
deposits was 100 per cent to 154.83 per cent during the period 2001-2007. The 
working capital also shows the growth from 100 per cent in the year 2001 to 167.65 
per cent in the year 2007. 

2. Divekar. D.A. (2013), observed that the UCBs of our country in general 
and UCBs from Pune in particular need to realize that they need to quickly adopt CBS 
else they will be unable to keep pace with the technological advancement happening 
around, especially in Banking and financial sector of India (BFSI). Government of 
India and RBI have observed of CBS, UCBs do not integrate well in banking system 
of India and therefore, RBI has issued a circular to UCBs directing to complete CBS 
implementation before 31St Dec 2013. The Scenario of CBS implementation in Pune 
based UCBs in encouraging over 60 percent UCBs are yet to go for CBS, Same is the 
case with introduction of E-delivery Channels and Para-Banking service. Meeting 
line-line specified by RBI itself would be gigantic task due to complexity of the CBs 
project. Introduction of E-delivery Channels would be possible only after successful 
implementation of CBS. It is high time that management of UCBs in Pune have their 
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strategies in Pune to introduce CBs in their respective banks either through their own 
resources or through financial assistance from NABARD, NCDC etc. They can even 
comes together to set-up common data centre and disaster Recovery site in order to 
minimize investment of setting- up of such infrastructure and share computing as well 
as human resources to manage such advanced it infrastructure. 

3. Alagu Pandian and R.K. Sharma (2013) aptly observed that the analyzed 
data shows that there is no significant difference between all sample selected variables 
of District Cooperative Banks and Urban Cooperative Banks in Dehradun. The 
reference period is 2007-08 to 2011-12, during this period both the bank results 
registered uniformity. Even though, among the two samples selected banks many 
years in difference sample selected variables registered negative growth also. It is not 
much influence to the impact of significance difference between DCB and Urban 
Cooperative Bank in Dehradun. Because, when result fit through Mann – Whitney – 
U- Test and based on that given rank number, the researcher easily assess the 
significance difference between two banks. The growth rate of interest income, total 
income, interest expended, total expenditure, and net profit of DCB in Dehradun and 
Urban Cooperative Bank in Dehradun. 

4. Jayashree R. Kotnal (2013):- DR. L. C. Mulguand (2013) I observed that 
concludes total deposits have been increases in my study. On the contrary the rate of 
interest is falling every year. The Bank has adopted production oriented and need 
based leading policy and has been making specific efforts for providing credit 
facilities for person’s falls under the category of priority sector and weaker sections. 
The bank as to make such schemes and policies that increases in deposit ratio. That 
attracts the more number of people to be a member of bank. That increases the share 
capital of the bank. This will help the bank to widen its operations in the coming year. 
Further the bank has already computerized its operations for quick and satisfactory 
services. It is to be noted that the depositors are aware of computerization of banking 
operations. Far and away the prize that life offers is the chance to work hard at 
something worth doing, being a student of master of commerce my experience for 
SHRI SHIDDHESHWAR COOPERATIVE BANK., was very much useful. 

5. Ms. Shachi Pareek (2012) aptly observed that the above analysis reveals 
that the UCBs in Jaipur are in a positive state of health with satisfactory level of 
profitability. Even being small in size, they have got a great potential to cater the 
marginal clients. The pace with which these banks are able to reduce the burden is 
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higher than the pace of increasing the spread. The same will help in lifting their 
profits automatically. UCBs in Jaipur should undertake some promotional campaigns 
to attract more clients and thus broaden their customer base. This will help in 
increasing their deposits and will increase the interest income too. Further, the 
consistent increase in non-fund income should be ensured by these banks, so that the 
burden can be easily reduced. The outperforming UCBs should be set as a 
"benchmark", against which the performance of other UCBs should be measured. This 
will increase the competitiveness of these banks and will thus improve their 
profitability performance. 

6. Dr. Padmaja, B., Dr. BhanuKiran, C. and Dr. Rama Prasada Rao, C. H 
(2013) I observed that The Anantapur Urban Co-operative Bank has witnessed 
decrease in membership during this period 2005-06 to 2009-10 with a negative 
growth rate of 13.33 percent and the share capital during this period shows -5.41 
percent of negative compound rate, with a not significant value. So H1: There is no 
significant growth of Share Capital in the Anantapur UCB. is accepted Deposit 
mobilation Is an important activity of the bank. The deposits have increased from 
Rs.1246 lakhs to Rs.2653 lakhs, with 112.92 percent during these 5 years. The 
deposits of Anantapur Urban Co-operative Bank increased by 2 times. The total 
deposits of the Anantapur Urban Co-operative Bank have shown a high growth. The 
fixed deposits and special deposits constitute 90 percent in its total deposits. The 
increase in the volume of deposits during the decade has been higher due to the 
adoption of daily saving deposit scheme; the deposits have increased by 2 times in 5 
years. The proportion of saving deposits has grown considerably, and the recurring 
deposits and the current deposits have recorded a marginal growth rate. The total 
deposit of Anantapur Urban Co-operative Bank represents 93 percent to 95 percent of 
its working capital. It recorded a compound growth rate of 16.31 with a more 
significant’ value. So H2: There is no significant growth of deposit mobilization 
during study with regard to Anantapur Urban Cooperative Bank Is rejected. During 
this period, it has been witnessed that the Anantapur UCB is self reliant, and has not 
depended upon outside sources. As far as the total advances are concerned Jewel 
loans form the highest percentage followed by mortgage loans and deposit loans. The 
other loans form a small percentage of total loans and advances. The percentage of 
jewel loans increased during the period. 
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7. Subrahmanya Bhat. K. M/ Dr.I Bhanu Murthy (2012) The purpose and 
objectives of cooperatives provide the framework for cooperative corporate 
governance. Co-operatives are organized groups of people and jointly managed and 
democratically controlled enterprises. They exist to serve their members and 
depositors and produce benefits for them. Co-operative corporate governance is 
therefore about ensuring cooperative relevance and performance by connecting 
members, management and the employees to the policy, strategy and decision-making 
processes. The adoption of technology required banks to re-engineer processes, 
network branches and introduce alternate delivery channels such as internet banking, 
phone banking and mobile banking, data warehousing and data mining, customer 
relationship management, integrated treasury management, human resource 
management and the implementation of core banking solutions. In addition, many 
initiatives of the regulator such as ECS, RTGS and NEFT also lead to overall 
technology adoption by banks. New private sector banks are providing very good 
services to their customers. So growth rate in advances, investments, deposits as well 
as net profits is very high in case of private sector banks. Most of the customers of 
state coop bank are visiting branches occasionally or 3-4 times during a month. 

8. Dr. M. Nallusamy (2012):- That for finding the performance of the 
banking sector, evidence found from its profitability of the bank. Profitability has 
been an important criterion to evaluate the overall efficiency of a bank’s operations. 
Being a relative measure, it is devoid of the pitfalls associated with interpretation of 
term ‘profit’. Even if one ignores the past year or peer aspect of measuring 
profitability, it is still the best indicator of efficiency of banking operations. The 
concept of profitability is used and interpreted the same way both in a business firm 
and a banking company. Bank’s profitability has assumed greater importance in the 
changing scenario of autonomy to banks and financial reforms. Profitability in 
banking parlance demotes the efficiency with which a bank deploys its total resources 
to optimize its profit and thus serves an index of asset utilization and managerial 
effectiveness. The present paper attempts to explore the relationship between bank 
profitability and its determinants. Since there are many variables affecting 
profitability, a model giving the most critical variables / ratios has been developed by 
using Multiple Discriminate Analyses. 
 



 

[18]  

9. Ms Geeta Sharma and Dr Ganesh Kawadia (2011) The A combination of 
financial restructuring and institutional reforms can only help urban cooperative banks 
to improve the efficiency. Moreover the objective of financial restructuring must be to 
induce regulatory, 17 legal and administrative changes considering cooperatives 
member-centric, democratic, autonomous and self-reliant institutions. Polarization 
and bureaucratization is running through the warp and woof of the UCBs. Their 
combined effect led to governance and managerial failure leading in turn to severe 
financial impairment. The very concept of banking is undergoing change in the 
present competitive environment and the conventional framework for management 
with which UCBs are comfortable is not sufficient. Good corporate governance is 
critical to efficient functioning of an entity and more so for a banking entity. The 
framework for good governance and professional management in urban cooperative 
banks should essentially emanate from the guiding principles and the given legal 
framework in different countries. 

10. VIDYA PITRE (2003):- There cannot be two opinions on the service 
rendered by UCBs to meet the credit needs of the small borrower. In future, for 
sustaining and spreading the network, they would continue to draw upon the resources 
of the state and central governments and RBI. At present, there is scope for its spread 
with its concentration in a few states. The share of urban population is increasing. The 
growth of the services sector and advent of information technology has opened new 
frontiers. Micro finance, that is, SHGs, is another area where a group of persons can 
be directly linked. Insurance is another identified area for this sector. The large and 
growing market in India that is untapped provides profitable avenues apart from 
challenges in terms of social commitments; a large part, where interest rates as high as 
100 per cent are still prevalent. 

They can play the role of facilitators in the transmission of knowledge, 
information with regard to the market and new technology-related development from 
metropolitan to semi-urban centres. They can educate unemployed youth, who, for 
instances, could get guidance and support from them. So instead of seeking help from 
outside agencies for acquiring capability in order to compete with other banking 
groups globally, UCBs should focus on different market/clientele, that is, the 
unorganized market, which is local in character. 
1.12 OBJECTIVES OF THE STUDY  
 The main objectives of present study are as under. 
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1. To highlight the genesis of urban co-operative banks in the world and in India. 
2. To review and evaluate the financial position of the Tasgaon Urban Co-

operative bank with regarded to share capital, Deposits, working capital and 
profitability.  

3. To assess the opinion of the bank customers as regards various banking 
facilities and services offered by the Tasgaon Urban Co-operative Bank Ltd.  

4. To Evaluate the loans and advances, over dues of loans and advances, and non   
 performing assets.  

1.13 HYPOTHESIS OF THE STUDY 
1. The percentage of over dues is high in The Tasgaon Urban Co-operative bank 

Ltd.  
2. The Tasgaon Urban Co-operative Bank Ltd. is providing various baking 

facilities to its customers to their satisfaction.  
1.14 RESEARCH DESIGN AND METHODOLOGY  
 The present study is based on primary data and secondary data, personal 
discussion with Chief Executive Officer and Directors of concerned banks. The 
opinions of the customers have been obtained through a questionnaire. The sample 
consisted of 10% account holders of the Tasgaon Urban Co-operative Bank Ltd. using 
Stratified Random Sampling Method. Here as there are only seven branches of the 
bank each branch treated as strata. They are personally interviewed for collection of 
primary data. Every care was taken to select he respondents with different socio-
economic background so as to make it fairly representative. The opinion of the 
customer have been analyzed by simple percent method and presented in a tabular 
form.  
 Observation method has been used for getting the information which has 
disclosed wherever necessary. Informal discussion with bank employees, branch 
managers, directors and members has made to obtain necessary information. 

Secondary data has been collected from the official records of the banks, 
annual reports of the bank, Statistical Statement relating to Urban Co-operative Bank, 
Maharashtra Co-operative Societies Act, Banking Regulation Act, RBI Surplus, Bye-
Laws of respective Banks.  
1.15 SAMPLE DESIGN  
 Urban Co-Operative Bank Was Established In 6TH February 1936. At present 
in 2010-11 the share capital of the bank is 89, 66,640. The branches of the bank are 
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seven. In 2010-11 bank has celebrated its 75th anniversary. This urban co-operative 
bank provides credit facilities to the agricultures and other sectors. They provide 
various services to their customers.  
                                                        Table No. 1.5 

Date of Establishment of Branches and No. of Account Holders 
Sr. No. Name of the Branch  Date of Establishment Total Account 

Holders 
1 Tasgaon UCB 06.02.1936 13565 
2 Savalaj  26.01.1981 4018 
3 Manerajuri 22.03.1985 4084 
4 Sangli 13.10.1989 2053 
5 Kupwad 16.11.2000 1278 
6 Kavathemahankal 17.11.2000 913 
7 Palus 16.01.2001 796 
                                                                             Total 26207 

 
As the number if account holders with bank are very large i.e. 26207, due to 

the limitation of time and other resources, research confined to study only 2% of the 
account holders i.e. 524 account holders only. The selection of these account holders 
is done by Stratified Random Sampling Method by taking each branch of the bank as 
strata, and using proportional allocation method.  
1.16 SCOPE OF THE STUDY  
 The geographical scope of the present study is confined to the jurisdiction of 
the Tasgaon Urban Co-operative Bank in Sangli District. The scope of the study is 
focus on the evaluation of financial performance of Tasgaon Urban Co-operative 
Bank. The analytical scope covers the fulfilling the objectives set out for the study. 
The functional scope is confined to offering set of meaningful suggestions for 
improving the financial performance of the Tasgaon Urban Co-operative Bank. The 
chronological scope is restricted to ten years period from 2001-02 to2010-11  
1.17 LIMITATIONS OF THE STUDY  
 The study is limited only to the Tasgaon Urban Co-operative Bank and its 
branches. The financial performance had to be kept limited to ten years (2001-02 to 
2010-11). The studies cover only the performance evaluation of the Tasgaon Urban 
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Co-operative Bank and its branches. Lack of time other resources prevented to 
researcher from carrying out an in depth study relating to survey of opinions of 
customers services.  
1.18  CHAPTER SCHEME  
CHAPTER I INTRODUCTION  
 It deals with the introduction, statement if the problem, objectives, hypothesis, 
and significance of the study, research design and methodology, scope of the study, 
limitation of the study and chapter scheme. Review of literature. In present the review 
of literature it covers need for reviewing literature review research work review of 
functioning of urban co-operative banks in India before & after economic policy.  
CHAPTER II BACKGROUND OF THE URBAN CO-OPERATIVE BANKS  

It covers of Urban Co-operative Banks in the world, genesis and development 
of urban co-operative bank in India, definitions of urban co-operative bank entry point 
norms, analysis of operations of urban co-operative banks in India before and after 
1991 analysis of operation of urban bank in Maharashtra state and Tasgaon taluka and 
brief history of the entire sample bank. 
CHAPTER III EVALUATION OF FINANCIAL POSITION AND PROGRESS     
                         OF TASGAON URBAN CO- OPERATIVE BANK 

The financial position in respect of share capital working capital, profit 
deposits, reserves, members branches are analyzed and examined in this chapter. 
Loans and advances of Tasgaon Urban Co-operative Bank and also examined growth 
and structure of loan and advances of Tasgaon Urban Co-operative Bank and its 
recovery position during the study period are presented.   
CHAPTER IV DATA ANALYSIS AND INTERPRETATION  

In this chapter, the survey data collected from the bank customers as regards 
their opinions about banking facilities and services provided by the bank has been 
presented analyzed and interpreted. In support of this survey bank employee’s opinion 
survey is also presented in this chapter.  
CHAPTER V CONCLUSIONS AND SUGGESTION  
 This chapter deals with major findings and conclusions of the study important 
suggestion for better performance of Tasgaon Urban Co-operative Bank are also 
given in this chapter. 
 


