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"r\n In-tlcplh .t,,.liun C,r,l. Scclor llanks and their Financial
in Gujarat"l)crfornrancc

r r(rrI^rrrll ULr\rrrcss Ilils (lollc \\'oll(lcrs loI llrc worl(lcconorny. I l)c $rmple looking method ol accepting
lr)(1nc\ (lcfosils lirnt srlvcrs rtttrl tlten lcrxling llrc srnrc rnoncy to borrorvcls, banking aJtivity encourages the

loI llrcIll,l IrUsItcs\

l'l(\\ t)l'.nlorc\ to pr'(xlucrivc rrsc;rncr irrvcstnrcnts. This in ttirn alows thc economf to grow. In the af,sence

:ll l'.::ll:'l* 
n"tj:'tts. srtr ittgs rrtrrrld sit itlle in our honrcs. rhe cnrrcprcrrculs rvould nor be-in a posirion ro raiseIrlc l)lorlcJ rtttltttrltl |ctrplc tlrerttning lirr a nerv car or house rvould not trre able to purchase cars or houses.

I lrc golcrrltnenl olIndia sta cd thc c(x)peral ivc rrrovenrent of Ind ia in 1904. Then the govemmenl lherefore
llccitlcrl.ro dc\cl'lp lllc co(rl)crfllrvcs as thc'institulional agcncy to tackie the problem of usury and ruraltrtrlchlttlncsr' rr lticlt lrrtr hccotttc rt cursc lbr population. lnl,ch a situation cooperative banks Jperate as ahll;irlcillqccntrc At prqscn t thcrc arc severa l coopcrat ive banks wh ich are rerforming muhipurpose functionsol'llnancial' adminisrrarive. srpcrvisory and deveropnrent i, ,.,uiur" cf expansiin ari d.u.rop.ent ofcooperative credit svsren).'flrc strdy ofthe bank's periormance arong wirn the t"naing pru.ti".rpriuii.a tothc customers is hcrervith undertaken.
Ke),Word: Coopcrativc Banks. Loaning practices, Financial perfomran re

I,INTRODUCTION people for self-en.ployment, industri.s. ,mffi
Co-operative banks are small-sized units organized units and home fi:rance. The sebanl<s provide most
in the co-operative sector rvhich operate services such ass:.ving sand cunent accounts, safe
bothinurbanandnon-urbanregions.These deposit lockers, l ran or mort gage stop rivate and
ba n ksarctraditionallycenl redoncommunities, business custorriirs. For middle classusers,for
localilies and *'ork place groups and tlrey essentia.lly whoma bankis where they can save the
lcnd ro snrall borrorvers and businesses. The term irmoney,facilitie, like Intemet banking or phone
Urhan Co-opcrativc Barrks (tJCBs), though no, banking are notve:y important. Alrhoughthey are not
lirnrlalll'delined. relLrslo primary cooperative banks better than priv;:,.te bank sinter ms offacilities
locirtcd in urbarand scmi-urban areas.These banks, provided,their .nter estrate sare definitelv
trnlil 1996. could only lend lbr non-agricultural competitive. Hor vever, unlike private bank.the
ptrrposcs. As rt cnd-March 201 1, there wcre 1,645 documentalion pr:rcrss is lengthy ifnot stringent and
{J(.l}s operating in the country. ol$,hich majority gettinga loan appn rved quickty is rar}rerdifficult.
rvcre non-scheduled UCBs. Moreover, *1.,11" 2. OBJECTTVES OFTHE STUDY
nlrloritv olthe UCBs rvere op:ratingrvithin a Gujarat l. To know the ltnding practices ofcooperative
Statc. Florvcver, today this lirnitation is no longer banks in Gujarat.

. preva.lent. while the co-opralive banks in nral areas 2. To measure and compare the elliciency of
nminly linanceagriculnrally based activities including Cooperative Banl;s ofGujarat.
f?u:ring, catlle. milk, hatchery, personal finzrncc, etc. 3. To study the inipact ofsize on the etliciency of
llong rvith some small-scale industries and sell- lhe Cooperative tianks.

ernplorrncnr driven activiries, thc co.operative banls 4' To-suggest the i. ppropriate measun:s to improve
in urban areas rnainly financc various categories ol the efficiency oftl e Cooperativc banks.,^..-

*:i'S"'ll:*SlT'l';m',lf tm$11|';ll"tti,g:*txs*,rt*:--ncs9g9!,!ry1isor- principatSkiV.R.parelcoilegEoiCo,,i.lii.lr"riilirr*"^
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J. REVIEW OTTIIIi LIl'ERATURE
Vnriousstrdicsconductcrl urrtl ntuttctoussuggcstions

rrrrc sought lo bring cfictt i r cncss in reworking urd

opcrrtiomoffiruncial instir trtions.

Narsinthant Committcc i l99l) emphasized on

capital adequacy and liqtridity, Padamanabhan

Conmrittec (1995) suggestc J CAMEL rating(in tlrc

lbnn ofiatios) to evalu:rte lirancial and operational

elliciencl'. Thrapore Conrnr, ur'c(1997) alkcd about

Non-perfomring assets ln\i asset quality, Kannan

Corrulifiee ( I 998) opined a[rout working capital and

lending nrethods, Bascl rommittee (1998 and

revised in 200 l) reconrmended
capitaladequaclnormsandri:. l rranagementnrcasues.

KapoorCommittee( 1998) r ecommended for credit

delivery system and crerli guarantee and Verma

Commitlee ( 1999) recomrne nded seven parameters

(ratios) tojudge hnancial p 'iformance and several

other committees constir'.l L.d by Reserve Bank of
India to bring rcforms ir :1ie banking sector by

emphasizing on thc impr'; '. :ment in the financial
health ofthe banks. Exper;, s uggested various tools

and techuiques for c1',cctive analysis and
intsrpretation of the fi nanci::l .urd oFremlional asr,ects

ofthe iinancial instirution; s,;ccifically banks. These

have locus on the analysis .ri financial viability and

crcdinvoflhhess of moncy i -nding institutions with
a view to predict corporau lailures and incipient
incidence of bankruJ,tcy among thesc
institutions.Campbell (itl07) Ibcused on thc
relationship between nonp, r'forming loans (NPLs)
and bank failure and argu. ._l for an effeclive barrk
insolvency law for the piu , ention and control ol
NPLs for developing and-,,-.:lsitional economie sas
the sehave beensuffering :-'ve reproble ms due to
NPLs.

J, ITIISEARCH METII{] )OLOGY
.1. I lvpe'of Research

I)cscriptit.c rcsearch is u:;c,i in this study in order to
identily the lendingpractic,:: of bank anddetermining

customer's levcl olsatisli... iion. The method usccl

rval questionniire and intcr iiew of the experienced

loan oflicers.

42CollcctiqruftaUL-,"

tssN 2319 - 8168

4.2.1 Secondary Data This research paper is based
on only sccondary data dcrived from;
n. Annual rcports oftlrc cooperative bank
b. ManualoIinstructiDnson loans and advances
c. Books

d. Articles and Research Papers

c. Intemcl

5. RESULTS
The financial perfom ances ofUrban Cooperative
Ba*s (UCBs) imprcived in20l5-20 rhough rhere
are some concerr witir regard to some of the UCBs
reporting negativei CRAR. Within the rural
cooperative sector, State Cooperative Banks
(StCBs) andDistrict Central Cooperarive Banks
(DCCBs) reported profits but the ground level
institutions, i.e., PrimaryAgriculnnal Credit Societies

(PACS) continued incu;'ring huge losses. The financial

perlormance of long-lerm cooperatives was found
to be even rveake.r than their short-term
counterpans. AIso, it ,vas observed that the branch

netu,ork of cooperatir :s, though widespread across

the country, continued to be concentrated in certaiu

regions.Moreover, the network of cooperatives was

not broad based in thrl north-eastem region olthe
country. This suggesti that efforts need to be takcn

to improve banking pe:retration in tlte north- cixttcnl
part ofthc coturtry alorlg rvilh improvingtlrc finiincial
health of tlre grourd level cooprative institutions.
6. INCREASED INTER-LINKAGES
BITWEEN UCI}S AND COMM[,RCIAL
BANKS
ln recent 1,ears, the intr::gralion ofcoopcrative banlis

with the financial secttr has increasedfullowing tJre

inclusion of UCBs ir; Indian Financial Netrvork
(INFINET) and Real T me Gross Settlemenl system
(RTGS) from NovemLrer 2010. Furlher the annual
policy statement ofth.: Reserve Bank for 201 0- I I
en, ,isages incluion ofiinancially soturd UCBs in thc
Negotiatcd Dealing Sistem (NDS) and opcning up
ofinternet banking channel for UCBs satislying
certai n cri teria. n n ana I ys is o frJepos is and ad vanccs
base wisc disrribution clUCBs rcvealed r}at bank ing
business *,as predomirpntly concentrated in fav()ur
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7. PROBLEMS FACED I}Y COOPERATIVE
BANKS
. The coopemtive financial institution is facing

severe problems which have restricted
thcirabiliw to ensure smooth flowofcredit. Limitr'd ability to mobilize resources. ii. Low
Lerel ofrecovery.

o High hansaction ofcost.
. Administered rate of interest strucnre for a long

time.
r Due to cooperative legislation and

administration, Govt. interference has become
a regular feature in the day-to-day
administration of the cooperative instihrtion.
Some ofthe problem area that arises out ofthe
applicability of the cooperative's legislative is:

o Deliberate control of cooperatives by the
govemment. Nomination olboard oldirector
by the government. Participation of the
nominated dircctor by the govemment.

. Depulation of government officials to
cooperative institution clc.

3. The state cooperative hanks are not able to
lbrmulate reir resgrctivc policics for investnent

oltheir lunds that incluclc theirsurplus resources

because ofcertain r estriclions.

4. Prior approval oIRBI is nrandatory loropening
of'new branches of SCBs. The SCIIs are

required to submit the proposal lor opening of
Iew branches to RBt through NABARD,
whose recommendation is primarily taken into

consideration while according permission.

8. SUGGESTIONS
. The bar*s should adopt the nrodem methods of

banking Iike intemet banl:in8, credit cards,AIM,

etc.

. 'ltc bank sshould plan to inlroduce ncwschcrnes
lor attracting new customcr sand satisfying the
present onei. .

. 'thc banks sho rld plan fororparlsionoftrarrtrcs"

.'lhebfuilsshould improve ttrccusromersewiccs

ofthe bAnk to'a better extent. .-''
' . ,1!o Easy repaylnont and fewer formalities are the

main f#tois determining customer's selection of
loans. .,"

9. LIMITATTOT{S OFTHE STUDY
l. The study is based on the data of2015-20 years

only

2. The secondary data for study mainly consider

from Annual Report.

3. The time period of the research paper is limited.
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luorcrhuriffi
itccountcd l'or only 4 pcr ccnt of total nurnbcr ol.
UCBs. contributcd nlmost 53 pu ccnt of total
tlcposits Balancc shc.et o[UCBs c.rpanttcd ut u rutc
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1'car. This expansion in balance sheet was largcly
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