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Shri. Satish Marathe

Founder Member, Sahakar Bharati
Director, Reserve Bank of India
Director, Ntl Housing Bank

Time To Re Engineer, Time To Re Invent

UCBs have a history of over 120 years in
Bharat. These small Banks primarily grew in
numbers in the erstwhile Bombay State in pre-
Independence era. And as a consequence,
even today, about 60% of the UCBs of the
Country are in the States of Gujarat,
Maharashtra & Karnataka.

Initially UCBs were totally regulated and
managed under the respective State CoOp
Acts and the size and the scale of its operations
and reach remained small, even though the
influence of UCBs was substantial.

However, Banking Scenario started changing
after the formation of Deposit Insurance
Corporation (DIC) in the year 1962. Initially,
Deposit Insurance Cover was not made
available to Depositors of the UCBs as these
Banks were not being regulated by RBI. There
was a huge hue & cry with a demand to extend
Deposit Insurance Cover to the UCBs. Hence,
in 1966, BR Act, 1949 was made applicable to
UCBs with certain exemptions. As a result,
these Banks were only partially brought under
the Regulatory and Supervisory framework of
RBI.

Extension of Deposit Insurance Cover made
abigimpactand the UCBs grew in number, and
also their volume of business increased to a
great extent. This situation brought forth a
variety of challenges which continue to haunt

the UCB Sector even today.
Till a few decades back, the UCB Sector had

a chequered history of extending financial
services to lower and middle income groups,
small traders, selfemployed and Small-Scale
Industries (SSIs) mainly in Urban & Semi
UrbanAreas.

However, as the UCBs grew in size and
started taking bigger exposures, the financials
of many Banks deteriorated with rising levels of
NPAs and losses. Unfortunately, today we find
a large number of UCBs under stress and
some of them under severe stress. Sadly, the
Sector is today bogged down with numerous
low rated UCBs. Besides, many UCBs are
under SAF & AID Regulatory Prescriptions of
the RBI. Over 200 UCBs have also been found
wanting and consequently have been
penalised by the Regulator.

In larger interests of the Depositors, this
situation needed to be corrected and after
much persuasion, particularly, by Sahakar
Bharati and also by RBI, BR Act 1949 was
amended in 2020 and RBI was fully
empowered to Regulate and Supervise the
UCBs, as it does for the entire Banking Sector.
This is the new Dawn of an Era for the revival
and orderly growth of the UCB Sector.

It is on this background, the UCBs need to
chart a course correction strategy mainly
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focused to emerge as Financially Sound & Well
Managed Banks.

Due to the GOl's policies of promoting
Growth and Development across 360 Degrees
and despite Volatility and Geopolitical
Challenges, Bharat's Economy has emerged
as the 5th largest and fastest growing Economy
in the World. To continue the growth trajectory,
Bharat needs a strong & vibrant Financial
Ecosystem.

The UCBs are today fully integrated with the
mainstream Banking and Financial
Ecosystem. Hence, No Govt, No Regulator
would anytime like to have any of the segment
of financial ecosystem to be weak which can
cause disruptions. It is therefore, all the more
necessary for the UCB Sector to improve its
working by implementing Regulatory
Guidelines.

In this Age of VUCA - Volatility, Uncertainty,
Complexity & Ambiguity, the task of running a
Bank is all the more challenging and this calls
for more efforts.

In view of the above, and because of GOl's
now commitment to Sahakarita Se Samrudhi,
UCB Sector is today best positioned to set its
house in order and emerge stronger due to
friendlier and supportive Policy framework. On
this background, UCBs can emerge as a strong
financial sector to lend its mite to the Country's
Growth Momentum.

For this the UCBs need to -
A. Adopt Good Governance Practices

alongwith SOPs, Transparency and

Adequate Disclosures inits operations, etc
B. Board to mainly formulate Vision and
Mission Statements and concentrate on
Policy Framing
C. Remain well Capitalised at all times and to
raise Capital atregularintervals,

D. Create Risk Management Architecture to

enable it to initiate early corrective steps,

E. Strengthen Oversight on every aspect of
Operations through a robust Internal Audit
system,

F. Adopt and implement Policy relating to
Training & Capacity Building for all levels,

including for Board Members,
G. Formulate Technology and Cyber Security

Policy and allocate adequate Funds for

Technology Upgradation, and
H. Formulate Succession Policy to ensure

Sustainable and robust Growth, while
ensuring continuity of Management
Practices.

Over the years, Banking has become more
technical and complex. Hence, qualified and
experienced full-time executives should
undertake day-to-day operations who should
function within the laid down policies and
guidelines of the Board.

Over the years, the UCB Sector has matured
and it is for this reason, the Sector should
wholeheartedly accept the time-tested
Principle of Separation of Ownership &
Management. The Board (read Owner
Shareholders) led by the Chairman & the
Management (read Full Time Executives) led
by the CEO have to evolve a system to work in
harmony for the larger good of all
Stakeholders. Simultaneously, a Culture of
Compliance has to be nurtured at all levels.

It is felt that CoOp Bankers will rise to the
occasion and discharge its responsibilities
towards the Country by promoting equitable
and inclusive financial well being of the
Countrymen.
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