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Co Operative Movement in India and Abroad - The Road Ahead

» Satish Marathe, Formar Secreatry Indian Bank Association

Co Operatives, as economic enterprises and as self-
help organizations, play a meaningful role in uplifting the
socio-economic conditions of their members and their local
communities. Over the years, Co Operative enterprises
have successfully operated locally owned, people-centric
economic enterprises and also served as catalysts for social
organization and cohesion. With their concern for their
members and communities, they represent a unique model
that emphasises democratic and human values and respect
for the environment.

Indian Scenario : India is a developing country facing
number of problems, such as the population explosion,
low productivity, inequalities, low living standards, inflation
and so on. India consisting of 16% of the world’s population
sustains only on 2.4% of land resource. Agriculture sector is
the only livelihood to the two-third of its population which
gives employment to the 57% of work force and is a source
of row material to large number of industries.

Co Operative movement in India is one of the largest
movements in the world. Co Operative movement has
made tremendous progress in every aspects of the Indian
economy. Co Operative activities occupy a major place in
the sphere of the Indian economy. Initially, the Co Operative
movement was started with a limited scope of activities of
rural credit but now it has entered in all fields of economic
activity with social essence. Co Operative sector of Indian
economy has always had a spiritual content as it was led
by Vinoba Bhave, Vaikunthbhai Mehta and Dhananjayrao
Gadagil.

The movement has covered 100 per cent villages and
75 per cent rural households and is functioning through
a network of over 6 lacs Co Operatives of various levels
with membership coverage of over 25 crores. In fertilizer
the
Operatives command over 58% of the market.

Indian Fertilizer Co
In the
production of sugar, the market share of Co Operatives is

production and distribution,

over 58% and in cotton, Co Operatives have a share of 60%.
The Co Operative sector accounted for 55% of the looms in

the hand-weaving sector.

It has been playing a significant role in disbursing
agricultural credit, distribution of agricultural inputs,
providing market support, processing, etc. Co Operative
movement has been recognized as an effective instrument
for the economic development of the rural masses and for
improvement in the socio-economic condition of the poor.

Way back in 2002, NABARD in its Annual Report had
observed that Co Operatives have contributed significantly
to the growth of institutional infrastructure in the rural areas
and individual capital formation in the agricultural sector.

The first Co Operative Credit Societies Act was enacted in
1904. Subsequently, a more comprehensive legislation called
the Cooperative Societies Act was enacted. This Act provided
for the creation of the post of Registrar of Co Operative
Societies for registration of Co Operative Societies, audit,
etc. Under the Montague- Chelmsford Reforms of 1919, Co
Operation became a provincial subject and provinces were
authorized to make their own Co Operative laws. Under the
Government of India Act 1935, Co Operatives were treated
as a provincial subject. The 'Co Operative Societies' is now
a State subject under entry No 32 of the State List of the
Constitution of India.

The lacklustre performance of Co Operatives in India
can be attributed to dormant membership and lack of
active participation of members in the management of
Co Operatives. Mounting overdues in Co Operative Credit
Institutions, lack of mobilization of own resources and over
dependence on Governmental and Institutional support,
lack of professional management, bureaucratic and political
control and interference in the management and over-
politicization have proved harmful to its growth. These are
the areas which need to be attended to by evolving suitable
legislative and policy support.

Today a large number of men and women and their
families are facing immense hardships. As a result of
misconstrued economic policies, weaker segments viz.
workers, tribals,

farmers, economically backward
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communities, etc. are facing severe deprivation. The crisis
represents the outcome of severe imbalances that have
generated inequality and inequity which has led to a strong
and growing feeling of injustice and exclusion amongst the
underprivileged. In recent years, the State - Central and
State Governments - has consistently refused to recognise
the salient characteristics of the Co Operatives and have
failed to harness its potential to achieve growth through
participation of people.

The 100 years old Co Operative Acts, both, Central and
the States, need to be radically redrafted in the changed
economic, political and social scenario and create an
enabling legal and financial environment to empower the
Co Operatives. With a view to achieve rapid development
and social harmony, we need to promote new models of
Gen Next Co Operatives.

What are Co Operatives? How big is the Co Operative
sector?

The Co Operative sector worldwide has about one
billion members in over 100 countries. Across different
countries, the proportion of the Co Operative membership
to population varies, but is as high as 1 in 2 persons as in
Finland and Singapore, 1 in 3 in Canada, New Zealand,
Honduras, and Norway, 1 in 4 in the USA, Malaysia and
Germany. Viewed in terms of households, Co Operative
membership represents as much as 1 in 2 households in
Finland and 1 in 3 in Japan.

In terms of percentage of a country’s GDP attributable
to Co Operatives, the proportion is highest in Kenya at 45
per cent, New Zealand with 22 percent. Co Operatives
account for over 80 per cent of milk production in Norway,
New Zealand and the USA. They account for 71 per cent
of fishery production in Korea, 40 per cent of agriculture in
Brazil, 25 per cent of Savings in Bolivia, 24 per cent of the
health sector in Colombia, 55 per cent of the retail market
in Singapore, 36 per cent in Denmark and 14 per cent in
Hungary. It is estimated that Co Operatives account for
more than 100 million jobs around the world.

Today as the world faces unstable financial systems,
insecurity of food supply, growing inequality, rapid climate
change and increased environmental degradation, it is
increasingly compelled to consider the model of economic

enterprise that Co Operatives offer. The Co Operative sector,
especially in developing countries, also presents itself as an
important element that can contribute to the realization of
the Millennium Development Goals (MDGs).

The current financial crisis characterised by the massive
public bail-out of private, Investor - owned Banks has
underlined the virtues of a member-owned Co Operative
Banking system. Co Operative Banks in the form of Credit
Unions, Co Operative Banks and Building Societies - by
focusing primarily on the needs of their members - have
displayed prudence and avoided the excessive risk-taking that
plagued many large global Banks and financial institutions.
There are some 52,000 Credit Unions serving 177 million
members in 100 countries under the umbrella of the World
Council of Credit Unions that continue to operate and grow
despite the ongoing financial crisis that began in 2008. Even
the larger Co Operative Banks, such as Rabo Bank which is
one of the largest agricultural Banks in the world, continues
to grow from strength to strength demonstrating the value
of the Co Operative Banking model.

The World Banks estimates that food demand will double
by 2030 as the world’s population increases by another
two billion people. There is an urgent need for developing
countries to increase output of food. The solution lies in
encouraging farmers to mobilise collectively in Agricultural
Co Operatives that engage in the production, processing
and marketing of agricultural produce and give them access
to markets. Hence, Farmer Co Operatives are needed to
grow in all countries. Nevertheless, Farmer Co Operatives
to reach their full potential, need finance and technical
support.

In rural areas, Savings and Credit Co Operatives provide
access to financial services, which are lacking. Credit Co
Operatives play an important role in the promotion of
small and micro businesses. They bring the kind of financial
“deepening” that is necessary to reach the poor for
sustainable growth.

Source : http://www.un.org,
http://shodhganga.inflibnet.ac.in/bitstream/10603/2502/10/10_
chapter%204.pdf

http://www.sociologyguide.com/rural-sociology/cooperatives-in-india.
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Dr. Raghuram G. Rajan, Governor RBI, announced the
third Bi-monthly monetary policy statement 2016-17 on
August 9, 2016.

Based on an assessment of the current and evolving
macroeconomic situation, it has been decided to :

e keep the policy repo rate under the liquidity adjustment
facility (LAF) unchanged at 6.5 per cent;

e keep the cash reserve ratio (CRR) of scheduled banks
unchanged at 4.0 per cent of net demand and time
liabilities (NDTL); and

e (Continue to provide liquidity as required but
progressively lower the average ex ante liquidity deficit
in the system from one per cent of NDTL to a position
closer to neutrality.

Consequently, the reverse repo rate under the LAF will
remain unchanged at 6.0 per cent, and the marginal standing
facility (MSF) rate and the Bank Rate at 7.0 per cent.

The fourth bi-monthly monetary policy statement on
October 4, 2016, fifth bi-monthly monetary policy statement
on December 6, 2016; and the sixth bi-monthly monetary
policy statement on February 7, 2017.

I.LIMPORTANT NEWS

Aug 01, 2016 : RBI releases Guidelines for ‘on tap’
Licensing of Universal Banks in the Private Sector
(1) Eligible Promoters
(i) Individuals/professionals who are ‘residents’ and have 10

years of experience in banking and finance at a senior level.

(ii) Entities/groups in the private sector that are ‘owned and

Reserve Bank of India News — August 2016

K. Vittal Shetty, kohimavittal@hotmail.com. Mobile : 9845699904

controlled by residents’ [as defined in FEMA Regulations,
as amended from time to time] and have a successful
track record for at least 10 years, provided that if such
entity/group has total assets of @ 50 billion or more, the
non-financial business of the group does not account
for 40 per cent or more in terms of total assets/in terms
of gross income.

(iii) Existing non-banking financial companies (NBFCs) that
are ‘controlled by residents’ and have a successful track
record for at least 10 years. For the sake of clarity, it is
added here that any NBFC, which is a part of the group
that has total assets of @50 billion or more and that the
non-financial business of the group accounts for 40 per
cent or more in terms of total assets/in terms of gross
income, is not eligible.

(1) ‘Fit and Proper’ criteria
Promoter/promoting entity/promoter group should

have a past record of sound financials, credentials, integrity

and have a minimum 10 years of successful track record.

(111) Corporate structure
The requirement of Non-Operative Financial Holding

Company (NOFHC) is not mandatory for individual

promoters or standalone promoting/converting entities

who/which do not have other group entities. Individual
promoters/promoting entities/converting entities that have
other group entities, shall set up the bank only through an

NOFHC. Not less than 51 per cent of the total paid-up equity

capital of the NOFHC shall be owned by the Promoter/

Date : Aug 31, 2016
Scheduled Bank’s Statement of Position in India as on Friday, August 19, 2016 (Amount in Billions of )

SCHEDULED COMMERCIAL BANKS ALL SCHEDULED BANKS
(Including RRBs)
21-AUG-2015 | 05-AUG-2016 * | 19-AUG-2016 * | 21-AUG-2015 05-AUG-2016 * | 19-AUG-2016 *

| | a) DEPOSITS 89075.84 97593.15 97262.62 91451.39 100232.78 99921.51

i) Demand 8050.7 9024.47 8988.33 8251.42 9250.25 9213.29

ii) Time 81025.14 88568.68 88274.32 83199.96 90982.53 90708.24
Il | INVESTMENTS | 26705.67 28610.66 28234.75 27442.85 29727.71 29024.5
Il | BANK CREDIT 66388.19 72959.21 72756.03 68414.62 75182.48 74991.49

Y 3550005 - 206 mmmm

QRSRRIMY (36208




€30298) Va3Joe3500

BP0

SSB>TZF5SoD

Swabhimani Sahakari, Monthly, Posting Day 8th.
Posted at Bangalore PSO, Mysore Road, Bangalore 560026

Registered No. RNP/BGW/1744/2014-16. RNI No. KARBIL - 2004/18001. Pages 28

Promoter Group. Specialised activities would be permitted
to be conducted from a separate entity proposed to be held
under the NOFHC subject to prior approval from the Reserve
Bank and subject to being ensured that similar activities are
not conducted through the bank. No shareholder, other
than the promoters/promoter group, shall have significant
influence and control in the NOFHC.

(IV) Minimum capital requirement

The initial minimum paid-up voting equity capital for a
bank shall be @ five billion. Thereafter, the bank shall have a
minimum net worth of & five billion at all times.

The promoter/s and the promoter group / NOFHC, as the
case may be, shall hold a minimum of 40 per cent of the paid-
up voting equity capital of the bank which shall be locked-in
for a period of five years from the date of commencement
of business of the bank. The promoter group shareholding
shall be brought down to 15 per cent within a period of 15
years from the date of commencement of business of the
bank.

(V) Foreign shareholding in the bank

The foreign shareholding in the bank would be as per
the existing foreign direct investment (FDI) policy subject to
the minimum promoter shareholding requirement indicated
in paragraph (IV) above. At present, the aggregate foreign
investment limit is 74 per cent.

(V1) Corporate governance, prudential and exposure norms

The bank shall comply with the provisions of Banking
Regulations Act, 1949 and the existing guidelines on
prudential norms as applicable to scheduled commercial
banks. The bank is precluded from having any exposure to
its promoters, major shareholders who have shareholding
of 10 per cent or more of paid-up equity shares in the bank,
the relatives of the promoters as also the entities in which
they have significant influence or control.

(V1) Business plan for the bank

The business plan submitted by the applicant should be

realistic and viable and address how the bank proposes to
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achieve financial inclusion.
(V111) Other conditions

The bank shall getits shares listed on the stock exchanges
within six years of the commencement of business by the
bank. The bank shall open at least 25 per cent of its branches
in unbanked rural centres (population up to 9,999 as per the
latest census). The bank shall comply with the priority sector
lending targets and sub-targets as applicable to the existing
domestic scheduled commercial banks. The board of the
bank should have a majority of independent directors.
(1X) Procedure for application

The licensing window will be open on-tap, and the
applications in the prescribed form along with requisite
information could be submitted to the Reserve Bank at any
point of time.

August 04, 2016:-Dishonour of cheques — Modification
in procedure

Banks were advised tointroduce a condition for operation
ofaccounts with cheque facility thatin the event of dishonour
of a cheque valuing rupees one crore and above drawn on
a particular account of the drawer on four occasions during
the financial year for want of sufficient funds in the account,
no fresh cheque book would be issued. Also, the bank may
consider closing current account at its discretion.

Aug 04, 2016 : RBI Governor launches Website to curb
Illegal Collection of Deposits

“Initiating quick follow up and taking cases to logical
conclusion by punishing the guilty is paramount to deter
entities in future from carrying out unlawful activity. ‘Sachet’
would help regulators in doing this as much as it would help
members of public in depositing their hard earned money
with genuine entities by giving them timely information
about these entities.”

Source: www.rbi.org.in

Note For Directions, Withdrawals, Penalties and
Cancellation of Licences of Urban Cooperative Banks Please
see www.rbi.org.in
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