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I. Background 

Cooperative Credit structure is a federation of institutions, which is owned by its 
members. They are the culmination of efforts of people of same professional or other 
related community, which have common and shared interests, problems and 
aspirations. They cater to services like loans, deposits, and other banking related 
activities like commercial banks but widely differ in their values and governance 
structures.  

They have achieved many landmarks since their creation and have helped normal 
rural Indian to feel empowered and secure. For the past three decades, cooperative 
banking system has several outstanding achievements to its credit, in many parts of 
our country. The most striking is its extensive rural outreach. Cooperatives have 
been known to serve the last mile clients / farmer with their innovative Crop loan 
system, supported by their membership base. They have become an integral part of 
the success of Indian Financial Inclusion story, particularly covering the farming 
community. The story, however, has not been smooth and has its share of glitches 
and woes placed at various sources. 

Without a sound and effective rural cooperative banking system, rural India [Bharat] 
may find it difficult to have a healthy economy. However, rural cooperative banking 
system should not only be hassle free, but it should also be able to meet new 
challenges posed by the technology and any other external and internal factors.  

Banking sector reforms in India has progressed promptly on aspects like interest rate 
deregulation, realignment/ reduction in statutory reserve requirements, prudential 
norms for assets classification, income recognition and provisioning, etc. However, 
the ghosts of NPAs have been plaguing the banks sector during the last few years. 
Cooperative Banks are no exceptions to this. The Indian cooperative banking sector, 
which was born out of the distress prevailing in the rural society, is itself facing a 
crisis. 

To make matters worrisome, RBI said there is no clear demarcation of regulatory 
powers between state government, NABARD and itself, in the rural cooperative 
banking system, which has resulted at times in cross directives from the controlling 
agencies thereby undermining the working of co-operatives.  
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In order to reduce NPAs, RBI has banned loans to directors and their family 
members of Urban Cooperative banks and directed the District cooperative banks 
(DCCBs) to fully invest their statutory liquidity ratio (SLR) investments in government 
securities only, with effect from 01 April 2017.  

II. Cooperative Credit Structure in India  
As per the data given in Reports on trends and Progress in banking 2015-16 by 
Reserve Bank Of India, as at end-March 2016, India’s co-operative banking sector 
comprised of 1,574 urban cooperative banks (UCBs) and 93,913 rural co-operative 
credit institutions, including short-term and long-term credit institutions (Chart). 

Table I Cooperative Credit Structure in India [position as on 31.03.2016] 

[Source: Reports on trends and Progress in banking 2015-16] 

As per data available in ENSURE, NABARD, the following were the status of the 
StCBs and DCCBs during the last 3 years, under a few important parameters: 

Sl. 
No Particulars Bank 2014-15 2015-16 2016-17 

1.  Total No. of Banks 
StCBs 32 33 30 
DCCBs 371 371 368 

2.  No. in Profit 
StCBs 28 29 28 
DCCBs 310 322 317 
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Sl. 
No Particulars Bank 2014-15 2015-16 2016-17 

3.  No. in Current Loss 
StCBs 4 4 2 
DCCBs 61 49 51  

4.  Amount of Current Loss 
[Rs Cr] 

StCBs 24.94 98.77 18.00 
DCCBs 1090.55 435.77 734.18 

5.  No having Accumulated Losses 
StCBs 7 8 5 
DCCBs 114 104 110  

6.  Amount of Accumulated 
Loss[Rs Cr] 

StCBs 616.76 697.30 378.28 
DCCBs 4651.58 4781.97 5196.23 

7.  No. having CRAR less than 
mandated 9% 

StCBs 11 5 1 
DCCBs 141 110 27 

8.  
Total  Gross NPAs of the 
bank/s [Amount – Rs Cr] 

StCBs 5755.02 5564.12 4965.80 
DCCBs 22167.16 22848.16 26096.05 

9.  Total  Gross NPAs of the 
bank/s [% to loan O/S] 

StCBs 5.0 4.5 3.9 
DCCBs 9.9 9.4 10.4 

10.  Total Net NPAs of the bank/s 
[Amount – Rs Cr] 

StCBs 1854.97 1718.92 1285.32 
DCCBs 7782.82 7901.10 10214.25 

11.  Total Net NPAs of the bank/s 
[% to loan O/S] 

StCBs 1.7 1.5 1.1 
DCCBs 3.7 3.5 4.3 

12.  No. of banks having Gross 
NPAs more than 10% 

StCBs 12 10 4 
DCCBs 166 153 148 

13.  No of banks having Net NPAs 
of more than 5%. 

StCBs 10 10 6 
DCCBs 141 128 128 

 
As can be seen from above, the gross non-performing assets (NPA) of District 
cooperative banks (DCCBs) shot up to Rs.22848.16 crore and Rs.26096.05 crore 
for the fiscal 2015-16 and 2016-17 forming 9.4% and 10.4% of total loans 
outstanding. Further the number of DCC banks having gross NPAs of more than 
10%continued to be substantially at 166, 153, & 148, respectively, during the last 3 
years, clearly indicating poor credit risk management. 
 
Cooperative banks give timely assistance to rural peoples by way of giving loans and 
other amenities to agriculturist. However, any default in repayment of loan, will affect 
operational efficiency and financial health of the bank. Funds are blocked, which 
results in decreased interest income and lack of enough cash, which may also lead 
to difficulty in operating the functions of bank such as routine payments and dues, 
because of NPA. 
 
At present co-operative banks are under considerable pressure causing decline in 
productivity and efficiency.  It is a known fact that poor recoveries and higher NPAs 
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resulting in provisioning are the prime reasons for the increasing losses of the 
cooperative banks, thus affecting their current and sustainable viability. In spite of 
the various measures taken by banks, Non-performing assets have been at a high 
level in co-operative banks. Due to financial impairment, the co-operative credit 
structure is steadily losing its ability to meet the rapidly growing credit needs of 
agriculture. This, coupled with the widening gap between their level of skills and the 
increasing computerisation of banks, has caused considerable concern in the 
regulatory and supervisory space. 
 
Improvement in recoveries and reduction of NPAs is essential to speed up the 
growth and profitability of cooperative banks. The increase in NPA problem is on 
account of various factors such as, weak monitoring, poor credit appraisal system, 
loan waiver scheme and misutilization of loan etc. There is no denying the fact that 
banks need to take urgent remedial steps to prevent further deterioration of their 
financial position by stepping up their recoveries and reducing their NPAs. 

III. The study- Reason for choosing Satara DCCB 
In the present scenario, amongst the many cooperative banks in the country, it was 
found out that a few banks has formulated and implemented plan of actions for 
ensuring regular very high recoveries, resulting in low / Nil NPAs.  

Satara DCCB, a DCCB situated in the state of Maharashtra, was one such success 
story. The bank had shown consecutive very good recoveries and lower NPAs in its 
portfolio of Agri & Allied loans, since the last many years. Further discussion with the 
bank revealed the following: 

1. Bank has constantly achieved very high recovery .The recovery position of the 
bank has been excellent with recovery being >75% since 1985 and above 90 % 
since 1995. The recovery position of the bank for the last 6 years was as under : 

Position as on Recovery % 
 

Position as on Recovery % 

30.06.2012 100.00  30-06-2015 99.51 
30.06.2013 100.00  30-06-2016 98.13 
30-06-2014 99.52  31-08-2017 92.00 

 
2. The Bank has managed to sustain the high level of recovery through various 

measures including by strict monitoring at grass-root level.  
3. Banks total N.P.A. loans at Rs.1430.71 lakh, was forming just 0.37% [Gross 

NPA] as on 31st March 2017. Its Net NPA percentage was Nil, as on that date. 
4. The other major achievements of the Bank during the last few years, were as 

under: 
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1. The Bank was awarded National level "Best Performance Award" from 
National Bank For Agriculture & Rural Development (NABARD) from 1996-97 
to 2000-2001 & for the year 2003-04, six times.  

2. The Maharashtra State Co-op. Bank's Association, Mumbai has given First 
Prize to the Bank as "Best District Central Co-op. Bank “in Western 
Maharashtra Region from the year 2001 to 2007.  

3. The Maharashtra State Co-op. Bank's Association, Mumbai has 
given "Special Prize" in the year 2008 for best performance of the bank for 
consequently three years.  

4. The Maharashtra State Co-op. Bank's Association, Mumbai has honoured the 
Bank by "Late Vaikunthbhai Mehta Best District Central Co-op. Bank Award 
“from entire Maharashtra for the year 2007-2008, 2010-2011 and 2011-12. 

5. NAFSCOB has honoured the bank by "Overall Best Performance" award for 
the year 2010-11.  

6. The Maharashtra State Co-op. Bank Ltd., Mumbai has honoured the Bank by 
"Yashwantrao Chavan Puraskar" for best performance in the year 2011-2012 

7. Bank received Awards presented by "Banking Frontier in Co-operative 
Banking Award 2011" for the following categories in the year 2011-12 

· Award for Excellence in HRD, Excellence in Recovery & NPA 
Management, Excellence in Operational Efficiency & for Best IT 
Adoption. 

8. Bank received Awards presented by "Banking Frontier in Co-operative 
Banking Award 2012" for the following categories in the year 2012-13 

· Best Overall Bank, Best Branding Project & Best HR Project. 

9. Bank had received "ISO 9001:2008" Certificate from British Standard Institute 
(India) Pvt. Ltd. since the year 2010-11. 

Hence, with a view to study the successful implementation of its action plan and to 
bring out its “Best Practices”, to enable other cooperative banks of the country 
implement the same, a study of the banks “NPA Management Practices” was 
undertaken.  

A team consisting of Dr. SKK Mishra and Sri K P R Udupa, DGMs/FMs of BIRD 
was constituted by BIRD Lucknow, for conducting the study. The team held its initial 
interaction with the bank officials through emails/ phone and subsequently visited the 
bank / Satara district on 7th & 8th December 2017.  
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The team during its 2 day stay at Satara held detailed discussions with the CEO and 
top management of the Satara DCCB. The team also visited 2 branches and 2 
PACS to understand the dynamics of agriculture in the district. 

IV. The Study 

Cooperative Banks have a portfolio of loans and advances that are highly tilted 
toward Agriculture and that too short term agriculture [crop loaning]. Government of 
India is giving interest subvention on crop loans, which make it the cheapest loan in 
the banking system. Yet, Short-term loans for seasonal agricultural operations are 
plagued with high defaults. 

The political climate and loan waivers on crop loans in the past have led to a culture 
of expecting frequent loan waivers and frequent default by farmers even when they 
have funds /income sources. 

The study is an attempt to understand the Bank’s efforts, which have gone into 
achieving such high and sustainable level of recovery in a sector [Co-operative 
Banking and agricultural lending] plagued by poor recoveries, high NPAs leading to 
low financial strength. 

V. Terms of Reference of the Study  

1. To examine the reasons of such high recovery levels. 
2. Understanding the systems put at place, at both Bank and Primary Agriculture 

Society level [PACS]. 
3. To understand the various policies which have evolved in the bank and their 

impact. 
4. To understand the efforts which have gone in achieving seamless 

coordination between the Bank and the Cooperative Department at the District 
level. 

5. Role of the Board in shaping the policies and in performing the overview 
function. 

6. Various outreach efforts for strengthening the PACS. 
7. The products offered by Bank for its core client’ such as the Farmers. 
8. The role played by CEO and core bank staff. 

VI. Methodology 

· The primary data as reflected in web site of the Bank further substantiated by 
discussions with various stakeholders of the district cooperative banking system 
[CEO, Top Management, Development Officers, PACS secretaries and also the 
primary key stakeholders- the farmers]. 
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· Secondary data was obtained from the bank to assess the impact of sub 
components of the policy initiatives implemented by the Bank. 

These sub components’ were mainly: 

1. Loan policy 
2. Sanction norms 
3. Disbursement norms 
4. Monitoring the end use 
5. Follow up and recovery mechanism 
6. Recovery policy including legal methods and effective use of provisions of 

Maharashtra State Cooperative Societies Act  
7. Recovery effected through incentives and non-legal methods 
8. Assistance sought and received from State Government 
9. Role of Board in recovery efforts  

VII. District Profile – SATARA  

A. Satara, is one of the 36 district of the state of Maharashtra, located in the western 
part of Maharashtra. It is bound by Pune district to the north, Sholapur district to the 
east, Sangli district to the south and Ratnagiri district to the west. Raigad district lies 
to its north-west. 

'SATARA' was the capital of Maratha Kingdom spread over 14 lakh square kilometre. 
This land has rich heritage. Several great warriors, kings, saints, and great 
personalities create their historical evidence in the history of Maharashtra. Satara, as 
also the southern Maharashtra, was ruled by Chalukyas of Badami and was later by 
Rashtrakutas, and various other kingdoms. It assumed historical importance during 
the Golden Era of Maratha Kingdom under the rule of great King Chatrapathi Shivaji. 
Satara city is situated on the slope of Satara fort popularly known as 'Ajinkyatara'. 

The direct descendants of great King Chatrapathi Shivaji continue to live in 
Satara. 

The district had been very active in the freedom struggle; a number of individuals 
were involved in the freedom movement. Thereafter some leaders initiated their 
struggle to achieve economic freedom for the rural /ordinary people in the district, 
enabling them to achieve over all development. 

B. The District - Predominant Economic Activities 

Satara district consists of four subdivisions, divided into eleven talukas. The 
geographical area of the district is 10484 sq.km and is divided into seven revenue 
sub divisions.  The total population of the district was 30.04 lakh [2011 census].  
Literacy rate is 82.87%. The district is predominantly rural, with 80% rural population 
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at 24.33 lakh [2011 census], having predominantly agriculture and allied activities for 
income generation. 

Out of the 862305 ha operational holdings, 78% are marginal and small, occupying 
37% of operational area. Agriculture continues to be the main occupation of the 
district. The GDP of the district at current prices for the year 2015-16 was 
Rs.1,25,735 crore, which was 5.54% of the GDP of the State at Rs.22,67,789 crore. 

The district is covered by medium to deep black, red shallow and red loamy soils and 
has an annual average rainfall of 1475 mm. The net sown area is 558000 ha. with 
net irrigated area at 178612 ha, forming 32% of the net sown area.  

C. Rainfall and Geographical condition of the district  
The district is divided into three parts as far as receiving rainfall is concerned.  

· There is very heavy rainfall in blocks like Mahabaleshwar, Jaoli, Wai, Patan, 
etc. 

· There is very less rainfall in Maan, Khatav and some parts of Koregaon and 
Phaltan blocks of the district.  

· Satara, Khandala, Karad receive normal rainfall.  

Considering the Geographical Situation of district, it can also be divided in three 
zones, as under: 
1. Western Zone: The land is Hilly and Forests. Undulated land, generally low 

fertility. Average Annual rainfall more than 2000 mm. The crops grown are 
Paddy, Nagali (Ragi), Mango, Cashew and other horticulture plantation.  

2. Central Zone: Most of the land plain& fertile. Average Annual rainfall 500 to 600 
mm. Lift irrigation & Canal Flow Irrigation are water resources. Sugarcane, 
Ginger, Groundnut, Turmeric, Banana, Vegetables are main crops.  

3. Eastern Zone: Medium to poor fertility of soil. Average annual rainfall 250 - 500 
mm. Well & Canal Irrigations are water resources. Food grains, Cotton, 
Sugarcane, dry land horticulture i.e. Grapes, Pomegranate, Mango are main 
crops.  

Satara district is also said to be the strawberry capital of India, producing more 
than 70% of the total produce, primarily in Mahabaleshwar block. 

Since its’ a predominantly agrarian based economy for the district, development of 
secondary (industrial) or tertiary (services) sector is not picking up. Although there 
are 3 MIDCs, it is not so well developed as far as industrial activity is concerned. In 
the past few years, huge demand had arised for dairy/poultry and sheep goat sector 
for augmenting the farm income. There is also demand for rural housing. 
Improvements in health related facilities are kicking up demand in the other sectors 
as well.  
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D. General Economic condition 
The Gross State Domestic Product (GSDP) of the district at current prices for 2014-
15 is estimated at Rs.32799 crore as compared toRs.17,92,122 crore for the State of 
Maharashtra. The share of the district is 1.83%. The district has per capita income of 
Rs.93578 as compared to Rs.1,34,081 for the state during 2014-15, indicating some 
level of prosperity.  

Factors that had affected the rural economy and development of various sectors in 
the district were as under: 

1. Drought like situation in 2015-16 and 2016-17 coupled with erratic below normal 
rainfall during 2017-18 (as on 31 July 2017) has adversely affected the rural 
economy and development of various sectors, during the last few years.  

2. Inadequate infrastructure facilities like power supply have also affected the rural 
economy and development of various sectors.  

3. Fragmentation of landholding, which had resulted in not allowing farmers to 
undertake group farming activities, farm mechanization etc. Such activities if 
undertaken in big way, would have saved huge amount towards inputs, farm 
equipment etc. The saved amount could be invested in other off farm/non-farm 
activities to augment income and provide boost to overall district economy.  

The district needs social/ human developmental interventions, through community 
participation, besides a host of economic initiatives. 

VII. The Bank èThe Satara District Central Co-Op. Bank Ltd . 

"The Satara District Central Co-Operative Bank Ltd., Satara" [SDCCB] which was 
set up in the year ________, had always engaged in the work of the socio economic 
upliftment of the farmers since 1950. Today it had emerged as a leading name in 
Cooperative banking in the country. The bank gives core credit for this to the great 
visionary minds of Ex- 
Deputy Prime Minister of 
India Hon’ble late Y. B. 
Chavan, Hon’ble late 
Balasaheb Desai &Hon’ble 
late Kisan Veer who with 
their dedication, hard work 
and team spirit have turned 
the bank into a success 
story.  

SDCCB is said to have 
emerged as a nucleus of a flourishing cooperative movement that is bringing 
prosperity, wellbeing and better standard of living to the rural areas in the district. As 
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on date [31.03.17], it has 272 Branches and 40 Extension counters along with 10 
Divisional Offices. The bank has also implemented Core Banking System in all 
branches and extension counters. The bank has started RTGS/NEFT and APBS 
(Aadhaar Payment Based System). 

The bank had also complied with all statutory and regulatory requirements since the 
last many years. The comparative financial position of the bank for the last five years 
is as under.  

(Rs. in lakhs) 
Sr. 
No. Particulars As on 

31-3-2013 
As on 

31-3-2014 
As on 

31-3-2015 
As on 

31-3-2016 
As on 

31-3-2017 
1 Share Capital 9568.97 11082.56 12342.79 14524.71 15957.75 
2 Total reserves 25420.91 26689.05 28422.50 28321.77 30226.84 
3 Free reserves 19908.24 21768.92 23009.76 24863.46 27051.55 

4 Capital Fund ( 1 + 
3) 29477.21 32851.48 35352.55 39388.17 43009.30 

5 NPA provisions 1481.82 1664.18 1033.12 1198.30 1454.24 
6 Deposits 350731.77 400358.84 449474.19 524682.20 590014.62 
7 Total borrowing 29656.35 58202.94 64515.75 86515.10 76892.00 
8 Investment  141300.95 184165.81 181406.87 226774.47 290469.78 
9 Loans issued 256171.96 285125.26 310595.98 354577.74 351438.32 
10 Loans & advances 264909.65 293802.15 350538.39 402423.96 386298.18 

11 Average 
Working capital 370579.75 447247.08 500520.32 569305.13 641986.41 

12 Current Profit 1900.00 2300.00 2500.00 3300.00 4000.00 
13 Total Branches 257 257 272 272 272 
14 Total employees 1535 1478 1425 1353 1291 

15 Per branches 
business 2030.65 2426.02 2564.55 3026.78 3287.68 

16 Per employee 
Business 339.98 421.85 489.51 608.48 692.68 

17 Net worth 35408.06 38407.43 39212.41 40688.80 44130.72 
18 NPA       
 · Standard Assets 263418.87 292197.28 349518.07 400953.25 384868.01 
 · Sub  Std. Assets 184.92 80.49 130.25 623.49 572.32 
 · Doubtful Assets 1305.86 1524.38 890.07 847.22 857.85 
 · Loss Assets -- -- -   
 Total NPA 1490.78 1604.87 1020.32 1470.71 1430.17 
 NPA % Gross 0.56 % 0.55 % 0.29% 0.37% 0.37% 
19 Imbalance Societies 1 1 1 2 6 
20 Imbalance Amounts 9.11 89.07 139.24 233.68 247.42 
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Profitability : Except  first  two   years, bank  remained  continuously  in  profit  for  
last  64  years  and had “A” audit class throughout. Bank had paid dividend to its 
members throughout and has paid dividend @ 13 % from last five years upto 2015-
16. For the year 2016-2017, 12%dividend was paid. 

IX. Factors contributing for rise in NPAs:  
There are many reasons as to why a loan goes bad. The situation has worsened due 
to banks aggressively pushing loans, even unsecured ones, to individuals/ members 
to prevent idle assets on their books.  

Most customers of the cooperative banks are not financially educated and more 
often than not, banks offer them more and more loans, without checking their 
financial position. 

The external factors such as ineffective recovery machinery, wilful defaults, natural 
calamities, change in Govt. policies, demonetisation and exclusion of cooperative 
banks for accepting the SBNs, Loans waivers etc. have all added to the problems of 
NPAs and have hurt the cooperative banks more than other banks. 

In such a scenario, Satara DCCB had adopted a set plan of action towards better 
credit management and has proved successful. The following were the highlights of 
the same. 

X. NPA management strategy of the Bank 

Recognising the fact that recovery of loans is essential for the smooth and efficient 
working of the bank, it undertook various measures, the of which are as under: 

X.1. Imbalance Reduction Scheme  

Due to tier system of lendings and since the ultimate lender in case of STCCS is the 
primary society [PACS], there are frequent imbalance in the amount of principal and 
interest outstanding at the PACS level and borrowings O/S (principal and interest) by 
PACS at the DCCB level. The following were the major reason for imbalance, in the 
system: 

a. Delay in Passing on of Recoveries: The loan amount recovered [principle and 
interest] at the PACS level is remitted to DCCBs with substantial delay by PACS. 
The DCCB while adjusting the remitted amount to the PACS dues adjusts it 
partly under interest and partly under principle. Due to the delayed passing on 
the recoveries by the PACS, the amount of interest payable by the PACS 
increases than the amount collected by PACS from its members. This results in 
imbalance of principal and interest outstandings. As these “Accounting entries” 
gets compounded over the years, in subsequent years, while DCCB shows O/S 
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under Principle, there is no O/S under Principle at the PACS level, leading to 
imbalance in figures.  

b. Use by PACS for Administrative Purposes: The recovered loan amount from 
the members, instead of passing on the same to its lender [DCCB]is utilised by 
PACS for salary and other administrative expenses. Due to this, the PACS do 
not either pass on the recoveries or pass on only part of the recoveries to the 
DCCB. As a result, in subsequent years while DCCB shows O/S under Principle, 
there is no O/S principle at the PACS level leading to imbalance. [Accounting 
problems compounded over the years] 

c. Fraud and embezzlement: Imbalance also occurs on account of fraud and 
embezzlement of cash at PACS level, resulting in non passing on of recoveries 
by PACS to DCCBs. [Same impact as in “B”above]. 

Recognising the fact that these “Imbalances” were impacting the flow of funds [to 
the farmer members of their area of operation] and regular recoveries, the bank 
adopted a innovative method for recovering and reducing these imbalance, by 
adopting two fold strategy, as under:  

A. Blocking of Imbalance Amount for Recovery :  
i) Imbalance amount as of 30.09.1997 of all the affected societies were identified 

and segregated separately under the head "Imbalance Amount Receivable". 
These were recovered from the PACS in 10 annual and equal instalments.  

ii) Interest upto 30.09.1997, on the imbalance loan amount was also calculated. 
The bank segregated this interest amount into separate loan and recovered 
this in 10 annual equal instalments, separately.  

iii) As a relief measure, charging of further interest on this blocked amount was 
waived off from that day and the amount paid by the PACS were credited to 
the respective accounts only. 

iv) While recovering these instalments, care was taken to ensure that there would 
be no further imbalance at the PACS level. 

v) To ensure such PACS do not slip further into imbalance on account of 
payment of these dues, the following strategies were adopted : 

a. PACS were encouraged to do higher loan business with higher interest 
rates to enable them to earn more income. 

b. Expenditure control was imposed on such PACS, with an instruction to 
incur expenditure only with the permission of bank/ Asst. Registrar. 
Unnecessary expenditure were thus controlled. 

c. Specific recovery plans were prepared for such PACS, under guidance 
and monitoring of the bank / AR/DDR to ensure full recovery of their 
current dues.  
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d. Permission was given to obtain higher Share capital linkage from 
members, to increase their own funds. 

e. Incentives were given to the all those PACS which have complied to the 
above norms, to ensure cascading effect.  

vi) The bank was thus able to recover the full imbalance amount from these 
PACS in 10 years’ time, from 1997. 

B. Introduction of Mirror accounting system in PACS: To ensure that no further 
Imbalance is created at the PACS level and to minimise the occurrence of Frauds 
and embezzlement, the bank introduced a concept called Mirror accounting system. 
The bank took two specific steps for the same, to ensure that the PACS do not deal 
in cash, as under: 

a) Each PACS was linked to nearby specified bank branch. This could be done 
as the bank had its own branch within 50 – 500 mt of every PACS. 

b) Every cash transaction of the PACS member was linked to the specified 
branch. This was done through a mechanism of three leaves receipt à one 
for the customer, second one for the society and third for the Bank. Every 
borrower member when he repays the loan amount would pay it thru the 
branch only and not at PACS. 

c) This effective means that though loans and advances remain in the books of 
PACS, the actual cash transaction would take place in the branches. 

d) Thus, while ensuring the full passing on of recoveries in the same proportion 
of the members payment, the bank had effective also eliminated the risk of 
frauds at the level of PACS and also got greater control over their operations. 

The bank was able to effectively reduce imbalance by these methods, and ensure 
that further Imbalance does not recur in the future. 

X.2. Incentivising PACS 

To ensure full recovery of its dues and with a view to pave way for competition 
amongst the PACS and to reward the better performing PACS, the bank had also 
adopted a “Reward mechanism”, by way of incentives to the PACS / its Secretaries, 
as under: 

a) Incentive for 100% recovery of current dues: Each PACS is incentivised to the 
extent of Rs. 28300/-. This incentive was issued in the form of “Shares of the 
bank” to the PACS, which would also qualify for dividend. This was provided to 
the PACS, out of the banks profit consecutively for the last 5 years. About 953 
PACS had benefitted due to this. This puts pressure on the Secretary and Board 
of the PACS. 
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b) Bank also awarded these societies by shield and Certificate. Bank has given 13% 
and 12% dividend to the PACS for last two years. 

c) Incentive to the PACS Secretary for increasing the business : Each secretary 
of the PACS is getting personal incentive each year out of the profit of the Bank 
for increasing the business of PACS, in the following scale   
 

Sr. 
No. Business level Incentive 

[Rupees] 
1 Up to Rs.1.00 crore 12000/- 
2 Between Rs.1.00 – Rs.2.00 crore 14000/- 
3 More than Rs.2.00 crore 16000/- 

Incentive amounting to Rs.270.00 lakh during 2015-16 and Rs.274.50 lakh during 
2016-17 was disbursed to the PACS for good recovery (100%) 
 
X.3. Service to its members 

The bank, which takes pride in calling itself a “Farmers Bank”, provides all types of 
loans, through its affiliated PACS, to its farmer and other members. All the loans are 
issued based on Scale of Finance [SoF] and Unit Cost fixed on realistice basis, 
annually. Thus, as a responsive banker, it was able to fulfil all the reasonable needs 
of its farmer members. Due to this, the members reposed their faith in the bank and 
repaid the loans, as they were sure of getting another loan from the bank, when in 
need. The following were the measures undertaken to ensure timely service to its 
members. 

A. Computerisation of banking Operations  

The bank has fully computerised its operations since _______ as per the CBS 
scheme of NABARD, the details of which are as under: 

1. All its branches and its HO is covered under CBS. Almost all branch level 
reports are being generated through CBS application.  

2. CBS software training was imparted to all staff member and hence are well 
conversant with the application software. 

3. The bank is said to have taken full precautionary measures for protection of its 
data, based on norms.  

4. From December 2013 RTGS, NEFT services are made available to the 
customers. Bank is also providing SMS facility about transactional alerts and 
other messages to the account holders. Other than that bank is planning for 
interactive/ responsive SMS to be adopted which will help servicing the 
customer better. 



 

15 | P a g e  
STCCS Seminar: Mishra & Udupa è NPA Management Study in Satara DCCB 
 

5. CTS clearing has successfully commenced at Satara. Bank is participating 
Western Grid. 

6. Bank had already connected accounts to Aadhaar for DBT. About 5 lakhs of 
accounts are already seeded with Aadhaar number.  

7. The Bank has deployed solution for managing operation of various type of 
account opening, enrolment and notifications.  

8. Bank has plan for 100 ATM to be deployed in the district. Bank has 
successfully deployed 29 ATMs in I phase. ATM network is connected to NFS 
since inception.  

9. The Bank is also planning to have network of 650 Micro ATMs to cater the 
enrolment of accounts and card based/AEPS transactions.  

10. Bank had procured own ATM switch for all types of card based transactions. It 
will be operationalized soon. 

11. Of the 953 PACS in the district, about 300 PACS are already computerized. 
The rest are in the process of computerisation.  

12. Bank is going to start Mobile Banking and IMPS transactions through mobile 
shortly.  

13. Bank has taken direct membership of RBI this will help bank to deal directly in 
all type of payment services and clearing houses. Currently bank is making all 
such activities from any of the sponsored banks 

B. Loan Policy: Since the bank is convinced that the proper and timely issue of 
loans are as important as monitoring and follow up for ensuring 100% recovery, the 
bankhad framed a proper Loan Policy, as under : 

1. The average land value of perennial irrigated area, seasonal irrigated and rain 
fed irrigated is determined from land value ready reckoner of Satara District as 
well as present market value of land.  

2. The distressed value of the land (80% of market value) is considered as 
maximum repaying capacity per acre of ultimate borrower for debt.   

3. Based on the above, the Board of the bank approves the maximum loan limit 
for Perennial irrigated land, Seasonal irrigated land and for Rain fed irrigated 
lands, every year. The rates fixed for 2016-17, were as under : 

A. Perennial irrigated  land Rs.3,50,000/- per acre,   
B. Seasonal irrigated land Rs.2,00,000/- per acre,  
C. Rain fed irrigated land Rs.1,50,000/- in financial year 2017-18. 

4. Considering the cost of investment for the loan purpose, the Board further 
finalizes the loan purpose wise per acre loan limit, every year. This is subject to a 
maximum loan limit at 60% for agriculture loan purpose and 40% for non-
agriculture loan purpose. 
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5. Considering the post development cropping pattern of the member borrower, the 
borrowing capacity of the farmer is analysed by net annual income generated 
from the agricultural produce and 30% of the net income is considered for 
repayment of principal, interest of MT/LT loans.       

6. As per the purpose and cost of investment of the project, the bank sanctions 
about 85% to 95% of loan, with 5% to 15% margin by the beneficiary.  

7. Loans are issued based on actual crop grown and not based on higher scale of 
finance. Banks development officer, in collaboration with PACS staff / Board 
member, ensures this. The fields of the borrowers are visited, as and when 
required. 

8. The bank also ensures to insure the assets created out of the bank loans, 
wherever required. The bank also provides soft repayment terms for MT/LT loans 
taking into account the repaying capacity of the borrowers. Instalments of MT/LT 
loans are normally fixed as half yearly/ annual for Agri related loans. 

9. Documentation Appraisal: The Head Office, after getting loan proposals with 
the required documents, was subjected to scrutiny by the officers appointed for 
the purpose. Noncompliance and errors are got corrected. If necessary, some 
new terms and conditions are mentioned in the sanction letter. The bank believes 
that proper documentation helps to prevent the loan account become overdue, 
and further if the loan become overdue, proper documentation would help the 
bank in recovery process, also. 

10. For MT/LT Loans, the interest rate charged is 10.5 % to the PACS and 13% to 
the ultimate borrower, indicating a margin of 2.5% to the PACS. This is 
considered adequate, as all loan operations including cash transactions are 
managed by th banks branches.  

11. The rate of interest are charged taking into account Cost of Fund, Cost of 
Management, Risk Cost and Profit Margin. 

C. Loans Schemes of the bank  

The details of various loans schemes of the bank were as under: 

1. ST Loans: Bank provides short-term KCC/Crop loans to the farmers members 
of the PACS for raising various crops. The loan proposals are sanctioned with 
minimum documents. As on 27-10-2017, 358892 KC Cards has been provided, 
with a loan amount of  Rs.77628.13 lakh. The bank a share of about 53% in the 
disbursement of Crop loans in the district during 2016-17, indicating good 
coverage, inspite of presence of various CBs and RRB. 

2. Crop Insurance for ST Crop Loans: The bank also implements the GoI 
sponsored Crop Insurance Scheme from 1985. The scheme was implemented 
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for member & Non-members of PACS residing in the district. All notified crops 
were covered for Kharif and Rabbi season. 

3. Farmers Accident Policy: Farmers Accident Policy Covered farmer members 
of Primary Agriculture Credit Societies under Kisan Credit Card Accidental 
Insurance Policy. 

4. Marketing Credit: Taking into account the need to minimise the impact of 
fluctuating prices, the bank also provides loans against hypothecation of 
agriculture produce up to 75 % of market value. The facility of credit was also 
provided to society to the extent of Rs.10.00 lakh. 

5. MT Loans: Bank provides Medium term loan for all types of Agri & Allied 
activities and for different development agency schemes of State or Central 
Government like S.L.P.P. and S.G.S.Y, etc. 

6. Long term loans are provided for purchase of Tractors & Equipment’s, Land 
purchase, Construction of Farm House, Gramin Godown, Cold Storage, 
Plantation of Long duration horticultural crops like Mango. Sapota, Coconut, 
Forestry crops like Teak & Eucalyptus etc.  

7. Other Loans schemes:  
A. Green House project loans, with subsidy assistance from National 

Horticulture Board, Delhi [up to 35%] & State agriculture department 
provides subsidy [@ 50%] through NHM scheme. 

B. Loan for Strawberry growers: Taking into account the growing demand for 
Strawberry’s, the bank had provided ST loan facility for Strawberry 
cultivation to their farmers members, based on SoF. 

C. Loans to farmer members for construction of house, with credit limit is upto` 
Rs.20.00 lakhs. 

D. Loans for construction of onion storage sheds: Onion crop is grown on 
large scale in the district. Taking into account the need for storage facilities 
and to minimise the impact of fluctuating prices, the bank provides MT 
loans, for construction of onion storage sheds. 

E. Sugarcane Harvesting Machine: Taking into account the potential for 
Sugar cane and demand/shortage of labour, the bank has designed a loan 
product for loans upto Rs.60.00 Lakhs, for purchase of this machine. 

F. JCB Machine, Bulldozer, etc.: The bank has also launched the MT loan 
scheme [up to Rs.45.00 lakh, repayable within seven years] for purchase of 
JCB Machine, Bulldozer, etc. for the farmers and other members. 

G. Waste land development scheme: With a view to implement the slogan of 
“Give me waste land and I shall turn it into best land" in true spirit, the bank 
is providing assistance to its members to bring wasteland in use. 
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H. Self Helf Groups [SHGs] :To eradicate poverty of peasants, Landless 
Labours, Artisans, Women, down trodden etc. the bank had framed loan 
scheme[CC & MT Loans on the basis of deposits of SHG] to SHGs through 
PACS with minimum documentation. As on 30.10.2017, 27043 were savings 
linked and 17158 SHGs credit linked with sanction of Rs.2559.12 lakh loan. 

I. Gramina Sowchalaya: The bank provides finance for the same to its 
members, as per the plans and estimates prepared by the bank. 

2. Loans to Individuals: Besides different types of Agricultural & allied Loans as 
indicated above, the Bank has also many loan schemes for sanction of individual 
loans to the Farmers, Salary Earners, and Businessman for their development. 
Such loans issued were Jewel Loan, Consumer Loans, Education Loan [up to 
Rs.15.00 lakh for education within country& up to Rs.20 lakh for education 
abroad], Loans for small scale industry and other direct finance to individual for 
various purposes upto Rs.60.00 lakh. 

X.3. Recovery Mechanism of the bank. 

Performance analysis of a bank cannot be concluded solely on the basis of 
resources mobilised or advances made. While resources mobilisation, their 
deployment and recycling are important aspects of banking operations, full recovery 
of loans issued is the benchmarking activity of any bank. 

Recovery in co-operative banks are still more important as they are supposed to 
meet important rural commitments. Any delay in recovery hampers the recycling of 
funds and systems ability to return the loans to its higher financial agencies. As a 
result, good and prospective farmer borrower members may suffer. 

Overdue loans are harmful for defaulter borrowers too. When they fail to return the 
money, banks not only charges them penal rate of interest, they lose the opportunity 
to avail of the interest rebates/ subventions given by governmental agencies. It 
burdens them with more financial liabilities and they could not avail of fresh loans. 
Any delay in recovery on the part of co-operative bank management also creates a 
situation for misutilization of funds at the hands of borrowers as they may spend their 
borrowings on non-productive activities. 

As against the above, Satara DCCBs loan recovery figures indicates a high level of 
achievement.  

The system & procedure adopted by the bank for recovery can be classified under 
three major categories as under: 

1. Recoveries through marketing “Tie Up” :  

A. As indicated earlier, Satara is a major area for Sugarcane production. There 
are about9 Sugar Factories in the district, which are functioning well. 
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B. The Bank has forged very close linkages with the Cooperative sugar mills as 
far as recovery of crop loans is concerned. Every secretary of PACS prepares 
a list of recoverable due accounts at the starting of recovery season. The list 
is scrutinised by the Development officer of bank &sent to all sugar factories, 
well in time, to get the dues of the sugar cane grower borrowers. 

C. Bank has appointed Godown Keeper cum Development Officer at every 
Sugar Factory. Godown Keeper & Officers of Sugar Factory scrutinize the list 
& deduct the loan amount of Borrower & his family members from the 
Sugarcane dues. The remaining amount after deduction of Loan was 
transferred to the savings account of borrower. The sugar factories have 
extended necessary cooperation, thus ensuring full recovery.  

D. The bank /PACS also submit the recovery memorandum to Milk Societies and 
A.P.M.C. to recover the due amount of agricultural loans, wherever 
applicable. The bank has found some success through them. 

E. Non-agricultural recovery are effected through tie up with SSKs, KVs, 
Marketing societies etc. 

F. Recoveries of Individual loans are made through salaries with tie up with the 
respective employers, wherever applicable. 

 
2. Cash recoveries through staff of bank / PACS based on action plan : 

A. Creation of Recovery Cells :   

· Head Office Level: In order to affect timely recovery of loans of PACS, 
bank has established a Separate Recovery Cell at Head office level. An 
officer of Deputy Manager rank has been appointed to effectively monitor 
the work of this cell. Closed monitoring of sensitive accounts are carried out 
at HO level. Flying squads are also created at HO level to check slippage. 

· Divisional Level: There are 11 tehsils in the district. As per geographical & 
operational area, the process of recovery is carried out through 10 Divisional 
Offices. Sale officers appointed at each divisional office carry out the 
recovery process at divisional level. The bank provides one or more 
recovery vehicles to the sale officers, during recovery season for speedy 
work. 

· Monthly Recovery Review Meeting of all Divisional Development Officers 
& Sale Officers is arranged on 5th of every month at Head office. Chief 
Executive Officer & General Managers of the bank also guides and monitor 
recovery activities. Managerial officers review the recovery portfolio of every 
division & issue necessary instructions regarding effective recovery. Loan 
sanction & disbursement, Review of divisional loan & deposit targets is 
discussed in this meeting. 
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· A separate technical team is also appointed at the Head Office to evaluate 
the loan proposals, to visit the spot for verification and to give the further 
guidance to the project. 

B. Fixing Targets and Monitoring Achievements :  

· The bank fixes recovery targets both for branch and for each society, each 
season, based on the demand position. The work of recovery strategy 
begins from the month of October and after Kharif Season is over. 

· Recovery Drive starts from Branch level- Development Officers, Branch 
Manager are also involved in the recovery drives. 

· Demonstration effect are made by recovering bank's dues from influential 
borrowers also. 

· Further, the review of recovery performance on monthly basis is taken in 
the presence of District Deputy Registrar. Monthly review meeting takes 
places at divisional level with regard to recovery and issue of loans. 
Necessary instruction are given to the PACS secretaries/ bank officers to 
ensure full recovery.  

· Recovery Review Meeting at Taluka Level: The review of targets achieved 
by Branches & Field officers are also discussed at Taluka Level on 
quarterly basis. The Managerial Officers of Head Office review the work 
portfolio of every Branch Manager & Development Officer during this 
meeting. Deputy Manager / Communicating Officer of respective division 
issue necessary instructions to Branch Managers & Development Officers 
for successful achievement of given targets. The problems faced by the 
recovery team are also discussed & solved during this meeting. 

· The banks staff is local and highly motivated. They maintain relationship 
with each individual borrower. 

· Peer pressure also works in villages in the district. The social fabric is so 
well-knit that the appearance of a recovery officer at the doorsteps of a 
borrower is humiliating and everyone is cautious that no such event occurs. 

· The farming community imbibes recovery ethics amongst the borrowers. 
High level of confidentiality/secrecy are also maintained by the bank, to 
gain the confidence of the borrowers. 

· Legal notices are issued only in exceptional cases and coercive actions 
taken under Section 101 of the State Cooperative Societies Act. 

· A separate recovery program is worked out for old & chronic defaulters, 
and action taken on priority basis. The programme of recovery on day-to-
day basis is prepared taking approval of D.D.R. and CEO of the bank and 
provided to all Asst. Registrars, C.S. & Sale Officers for necessary 
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implementation. Members of PACs and representatives from co-op. 
department also attend the recovery programme.  

C. Special Schemes of the bank for prompt paying Borrower: On 
account of introduction of Debt waiver schemes for farmers members, the 
repayment culture/mentality of farmer members is getting impacted. To 
ensure that the borrowers do not getting influenced by such schemes, the 
bank had introduced many borrower benefit schemes, as under: 

· The bank has a group insurance for 2.5 lakh borrowers, which offers 
Mediclaim to the couple (borrower & spouse) as an additional benefit for 
prompt repayment. 

· Zero percent interest is offered on education loans and Society godown / 
Building Construction Loan for prompt repaying borrowers. Bank has made 
provision of Rs.117.00 lakhs for the year 2016-17 from its own profit. 

· Zero percent interest on ST(SAO) loan upto Rs.3.00 lakh on prompt 
repayment (the bank bears the 2% subvention for loans between Rs.1.00 
lakh and Rs.3.00 lakh, which remains after GoI and State Govt, 
subvention). 

· Interest rebate for MT/LT loans:  Bank has introduced Interest rebate to 
the farmers on the interest for the current year instalment since last 3 years 
on the term loan for capital formation, as under: 

Sr 
No Year Actual Interest 

Rate charge 
Percentage of Interest rebate 

offered on current year installment 
1 2014-15 13 % 10% 
2 2015-16 13 % 4% 
3 2016-17 13 % 2% 

D. Support from the Board: 

· The bank had also created Planning, Development & Follow up Sub 
Committee of the Board. The meeting of the Committee are organized twice 
in a year at block level. Chairman, Vice Chairman and other Sub Committee 
Members including the block level Asst. Registrar, Board Members of PACS 
and their Secretaries, attend this meeting, which discusses issues including 
recovery and sanction of loans.  

· Board members take keen interest in recovery matters and assist the PACS 
/ bank officers in solving issues pertaining to recovery. 

· The Board members never interfere in appraisal, monitoring or recovery but 
contribute to the efforts of the banks staff wherever required. 
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3. Recovery through legal means: 

A. Recovering the overdue amount is the most difficult task for any bank. 
However, the bank had a plan of action for ensuring recovery through legal 
means also. 

B. As Per Section 156 of The Maharashtra Co-Operative Societies Act, 1960 
Sale officer recovers the overdue loans [read with Sec 101 & Sec 137 SCS 
Act 1960] by confiscating movable & immovable property & auction of 
Agricultural land of defaulter. 

C. To make matters easier for the bank, the District Deputy Registrar had 
delegated the powers to the banks Sale Officers [appointed at block & head 
office level by the bank] to recover the default amount by way of coercive 
measures like attachment on property.  

D. Block level recovery officer prepares a list of overdue loan accounts & issues 
a Demand Notice to every defaulter as per powers granted to file proposals of 
101/137 under section 156 of Maharashtra Co-operative Societies Act 1960. 
Assistant Registrar, Co-operative Societies, issues recovery certificate to the 
bank/ borrower. The defaulters are given a 7 days period to repay the overdue 
amount. 

E. Initially, a visit is made to the door of every overdue member to give simple 
intimation and to create awareness, to pay the due amount within stipulated 
the period of time. 

F. At the beginning, chronic and wilful defaulters with dues outstanding of over 
Rs.50000/- is taken on priority basis for necessary action. The sale officers 
visits the defaulters and makes recovery.  

G. Sometimes the measures of making charge on moveable property and 
auctions of land are declared in local newspapers to proclaim recovery based 
on non-recovery. The implementation of coercive measures is also adopted 
for necessary implementation. 

H. At PACS level :  
· If a defaulter is fugitive or those who have overdues for more than 5 years 

or if a defaulter has deceased, then such accounts are taken on agenda for 
coercive measures for recovery.  

· A separate action plan for recovery of such dues is prepared & 
implemented with joint recovery tour of Head office level & block level 
recovery officers.  

· A meeting of BOD of PACS is arranged on the day of recovery tour. Such 
chronic defaulters are called before the BOD members & asked to repay 
the overdue amount.  
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· The conversation in this regard is noted in the proceedings of BOD meeting 
of PACS, also. 

I. On failing to repay the overdue amount, the recovery officer seizures the 
movable assets of the defaulter & hands over the assets to the custody of 
secretary of PACS & the defaulter is given a 15 days period to repay the 
overdue.  

J. After the stipulated time, auction notice of seized movable assets is published 
& auction is carried out in Gram panchayat or PACS office. The amount 
received by auction of movable assets is used to recover overdue amount 
after deducting 5% surcharge.  

K. If the overdue amount is not recovered through the amount received through 
auction of movable assets, documents regarding immovable assets of the 
defaulter are obtained & auction of immovable assets is carried out for 
recovery of remaining overdue amount. 

L. The review of recovery performance on monthly basis are taken in the 
presence of District Deputy Registrar. Necessary instruction are given to bank 
officers according to the overdue cases under Clause 101 & Clause 137 of 
M.S.S.Act 1960 to increase in recovery percentages.  

Due to the above, the bank had found success through legal means also. However, 
the bank firmly feels that recovery through legal means should be the last resort, as 
it connects with every member borrower of the district with pride. 

X.4. Impact of the recovery efforts over the years: 

Position of Recovery: The recovery through marketing tie up/linking and cash 
recovery of agricultural loans through legal and other means, during the past three 
years, were as under: 

                          (Rs Lakh) 
Particulars 30.6.15 30.6.16 30.6.17 

Total Demand 126381.85 150146.66 109981.60 
Total Recovery 125760.90 147339.29 104621.48 

% of Recovery 99.51 98.13 95.13 
Recovery through 

1. Sugar factory 18563.61 20695.90 7592.53 
2. Cotton procurement 0.00 0.00 0.00 
3. Marketing societies 0.00 0.00 0.00 
4. Cash recovery 107197.29 126643.39 97028.95 

Total 125760.90 147339.29 104621.48 
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As can be seen from the above, the cash recoveries as a proportion of total 
recoveries amounted to 73% as on 30.06.2015, 86% as on 30.06.2016 and 92% as 
on 30.06.2017. Bank is trying to further consolidate these linkages with APMC, Milk 
federation etc., to ensure 100% recovery, every year. 
 
The combination of efforts undertaken by the bank has a positive impact on the 
NPA position of the bank, since the last many years. The NPA and recovery position 
of the bank during the last 20 years, were as under: 
 

Sr. 
No. 

Financial 
Year 

Total Loans 
& Advances 

Total 
NPA 

% to Total 
Loans & 

Advances 

% of 
Recovery  
Agri loan 

% of Total Recovery 
Agri+ Non Agri loans 

1 1997-1998 34863.82 643.71 1.85 93.2 93.33 

2 1998-1999 41947.89 590.40 1.41 95.1 95.17 

3 1999-2000 52301.06 506.87 0.97 96.0 96.04 

4 2000-2001 63493.51 579.26 0.91 96.7 96.76 

5 2001-2002 67512.79 529.73 0.78 97.1 97.12 

6 2002-2003 68419.64 396.47 0.58 97.6 97.66 

7 2003-2004 64391.85 698.88 1.09 98.4 97.90 

8 2004-2005 55769.38 415.03 0.74 98.9 98.93 

9 2005-2006 78669.63 800.08 1.02 99.3 98.95 

10 2006-2007 107324.54 769.07 0.72 99.3 98.03 

11 2007-2008 97819.54 1132.05 1.16 99.0 98.90 

12 2008-2009 97658.93 1329.76 1.36 100.0 99.60 

13 2009-2010 109333.32 1347.34 1.23 100.0 98.30 

14 2010-2011 157231.86 1536.67 0.97 100.0 99.03 

15 2011-2012 193530.22 1535.12 0.79 100.0 99.18 

16 2012-2013 264909.65 1490.78 0.56 100.0 98.56 

17 2013-2014 293802.15 1604.87 0.54 99.52 98.60 

18 2014-2015 350538.39 1020.32 0.29 99.50 98.31 

19 2015-2016 402423.96 1470.71 0.36 98.13 97.96 

20 2016-2017 386298.18 1430.17 0.37 95.12 95.12 

  
 

 



 

25 | P a g e  
STCCS Seminar: Mishra & Udupa è NPA Management Study in Satara DCCB 
 

XI. Conclusion 
As indicated earlier, the advances of co-operative banks are mainly directed towards 
agriculture, tiny/small scale industries and small business enterprises. These sectors 
are normally characterised by high risks and low returns. These activities can easily 
succumb to the vagaries of nature, changes in government policies particularly such 
as loan waivers and other pulls from various quarters. 

Inspite of the above, the consistent good performance of Satara DCCB during the 
last many years must have been due to various factors. 

Discussion with the top management of the bank and various officials of PACS / 
members of the PACS and perusal of various documents as made available by the 
bank through primary and secondary data revealed that the bank had maintained a 
unique relationship with the farmer members of its area of operation. This was much 
beyond the mere concept of “Recovery Management”, as indicated below:  

1. The bank had gained the loyalty of its members, since the last many years, 
through its unique services. The bank, which has a functional and very effective 
Board / CEO, takes pride in calling itself a “Farmers Bank”, by providing all 
types of loans, in time and on realistic basis, through its affiliated PACS, to its 
farmer and other members. 

2. The bank believes that recovery process of the loan starts from the time of 
issue of loan, through proper appraisal and monitoring. It had framed a proper 
Loan and Recovery policy through which it had given proper directions to its 
own staff and staff of its affiliated societies, for timely issue of loans. 

3. Since loaning to farmers is their major business, they have structured their loan 
policies and documentation process in a simple way, proving less cumbersome 
to its members. Loans are issued based on actual crop grown and not based 
on higher scale of finance. They are also made available in time, hassle free. 

4. The bank ensures to conduct District level technical Committee meeting 
regularly, every year in time, for adopting Scale of finance for various crops 
grown in the district. This benefits the farmer members in getting adequate 
finance, for cultivating the crops. 

5. Through proper leadership, awareness and training it had gained the 
confidence of all its Board members of the bank / affiliated societies. Due to 
this, the banks claims that their Board members never interfere in appraisal, 
sanctioning, monitoring or stopping recovery of loans, but contribute to the 
efforts of the banks staff, wherever required. 
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6. The banks top management has also properly groomed its own staff. Most of 
the staff members are highly motivated. The banks CEO is also from the banks 
own staff and not appointed from outside. They all maintain good relationship 
with most of the borrowers / customers. This has resulted in higher footfalls in 
the bank, resulting in good brand image of the bank in the district. 

7. The bank had also introduced many social welfare schemes, for the welfare of 
its customers, such as free mediclaim for the loanee farmers, Interest 
incentives for prompt payments, etc., as indicated earlier. As a part of its 
growth strategy, the bank ploughs back upto 40% of its Net profit for various 
incentives to farmers, reiterating Banks strong farmer orientation. However, 
these incentives are made available only to the prompt repaying member 
borrowers, due to which the repayments are also good. 

8. The historical background of the district is said to be of “Truthfulness and Self 
Pride”. The district is also known as “Martyrs district”, as many youngsters of 
the district who are in army have sacrificed their lives to the cause of the nation.  
Due to this, the social fabric is so well knit that the appearance of a recovery 
officer at the doorsteps of a borrower is humiliating and everyone is cautious 
that no such event occurs.  

9. The general recovery climate in the district is also good, as most of the crops 
grown are cash crops. The district is very well known for Sugar cane and many 
horticulture crops including Strawberries, Guava, etc. Higher income in the 
hands of the members, coupled with social fabric had also helped the bank in 
better recovery. 

10. Bank also finances the sugar factories of the district for its various 
requirements. Sugarcane based very prosperous agriculture coupled with very 
good working sugar mills in Cooperative sector made the bank financially very 
strong. Both farmers as well as sugar mills in Co-operative sector are its 
clients. Hence, all the sugar factories also extends good co-operation towards 
recovery, out of sugarcane dues. 

11. To encourage recovery and infuse a sense of competition amongst the PACS/ 
other societies, the bank had introduced a reward scheme of incentives, both to 
the societies and to its Secretary. 

12. The bank had also ensured to maintain an umbilical cord link between the bank 
and the society secretaries, who are cadre staff. The Banks Chairman was the 
Chairman of the Cadre Committee and the CEO was the Secretary of the 
Cadre Committee, at the district level. Due to this, the bank also was able to 
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control the PACS secretaries, which was not the case in many other parts of 
the state. 

13. The Bank had gained the confidence of their affiliated societies and their 
Secretaries by providing necessary guidance for improving their business. 
Timely training was given to the Board members/ Secretaries of affiliated 
societies and banks staff members concerned, to strengthening the PACS for 
implementing new business. Many PACS have started many services activities 
such as Agro Service Centres, Petrol Pumps, New Marriage Hall, Xerox 
Centre, Commercial Complex, etc., thus earning extra income. 
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