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Year: 2024 District Central Co-operative Banks (DCCBs) are important in rural India’s financial system, link
state co-operative banks and primary agricultural credit societies (PACS). Their primary function
P-ISSN: 2319-961X is to facilitate credit flow to agriculture sector and other small-scale industries, thereby increasing

financial inclusion and rural development. However, the recent years have brought significant
challenges to these banks, affecting their operations and sustainability. The mainly challenges
faced by District central co-operative banks include Capitalization Issues: Many District central
co-operative banks struggle with insufficient capital issue, limiting their lending capacity and
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the financial eco-system of rural India, acting as negotiator between State
Co-operative Banks and Primary Agricultural Credit Societies (PACS).
Established to Complexes the flow of credit to the agricultural sector and also
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However, in recent years these banks State co-
operative banks and primary agriculture credit
societies have faced various challenges due to
changes in Government policies and technological
growth and evolving market fluctuation. The
impact of demonetization the implementation of the
Goods and Services Tax, and shifts towards digital
banking have significantly affected their operations.
Moreover, competition from commercial banks,
Non-Banking Financial Companies (NBFCs), and
financial technology start-ups has put additional
pressure on District central co-operative banks
to modernize and adapt to the changing financial
outlook.

This article inspect the impact of these factors
on the Performance, Viability, and Sustainability
of District Central Co-operative Banks, examining
both the challenges they face and the opportunities
available for growth and rejuvenation.

Objective of the Study

* To analyze the trends in paid-up share capital,
total borrowings, and overdue balances of
DCCBs in Karnataka.

* To study the Impacts on District central co-
operative banks in India.

Methodology

The data will be collated secondary source, mainly
focused on resent Journals, articles, Conference
proceedings, Reports in co-operative banks, and also
I taken by RBI published data in 2022, and NABARD
published data and also NAFSCOB (The National
Federation of State Co-operative Bank Ltd.). Also
interpret and adopted of the data with the support
of statically tools, mainly calculation of the mean
method, Averages method, count, total percentages.

What are Main Challenges in District Central
Co-Operative Banks in Karnataka?

District Central Co-operative Banks (DCCBs) in
Karnataka face several challenges that impact their
Efficiency, Profitability, and Sustainability. These
challenges are introspective of broader issues faced
by co-operative banks around the country, but certain
factors are more pronounced in Karnataka. The main
challenges:

Limited Capitalization and Financial
Resources: The Many District central co-operative
banks in Karnataka struggle with insufficient
capitalization. This limits their ability to borrow,
expand, and investment in new technologies
dependence on State Support, These banks often
depends on state and government funding which

identical consistent, affecting their long-term
financial stability.
High Non-Performing Assets (NPAs)

Agricultural Loan Defaults: A significant portion
of the District central co-operative banks borrowing
portfolio is dedicated to agriculture sector which is
subject to natural calamities and fluctuating crop
yields. This leads to high levels of Non-performing
Assets, putting pressure on their balance sheets. And
also Ineffective Recovery Instruments: Inefficient
loan recovery systems and political interference in
yield loans contribute to the Non-Performing Assets
problem.

Technological Backwardness: Lack of Digital
Infrastructure issues in District central co-operative
banks in Karnataka are often overdue behind in
adopting modern banking technologies in Karnataka,
which embarrass their ability to compete with
commercial banks and also financial-technology
companies. Mainly Cybersecurity Concerns, in
limited investments in cybersecurity infrastructure
make these District central co-operative banks
vulnerable to digital fraud and data infraction.

Regulatory and Consent Burdens: This
Stringent Regulatory Framework is Compliance with
the Reserve Bank of India and state co-operative
Banks regulations can be an important challenge.
Especially with limited financial and human
resources. As well as Complex Dual Control System
- Co-operative banks in Karnataka are main subject
to both state and central government regulations,
creating a dual control system that complicates
governance and operational efficiency system.

Issues of Management and Governance:
District central co-operative banks often face
important political interference in their functioning.
Particularly in the appointment of subsequent
in management personnel, which can lead to
inefficiencies and mismanagement. In this weak
Leadership also one of issue- like Lack of professional
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management and frequent leadership changes upset
the smooth functioning of these District central co-
operative banks, leading to poor decision-making
and financial planning.

Competition from Commercial Banks and
NBFCs: With the proliferation of commercial banks
and Non-Banking and financial companies (NBFCs)
in rural areas, District central co-operative banks
face difficult competition, particularly in offering
financial units like loans and deposits. Further is
Customer Retention- The inability of District central
co-operative banks to provide competitive interest
rates and modern banking services, makes it difficult
for them to retain customers, especially in the face of
tech-knowledgeably competitors.

Human Resource Challenges: Lack of Skilled
Workforce it is also one of the major challenges Many
District central co-operative banks face a shortage
of adequately trained staff who can handle modern
banking operations and technology. Providing of
Limited Training Programs in co-operative banks-
Insufficient investment in employee training and
development further limits the ability of District
central co-operative banks to adapt to new trends and
regulations in the co-operative banking sector.

Inconsistent Government Policies: The policy
changes in frequent manner, Changes in government
policies such as loan borrows or shifts in agricultural
sectors, create uncertainty and affect the financial
health of District central co-operative banks. Unclear
Role in Financial Inclusion Programs - The role
of District central co-operative banks in national
financial inclusion initiatives like Jan Dhan Yojana
and Direct Benefit Transfer (DBT) schemes is
sometimes unclear leading to operational confusion
and inefficiencies.

Limited Product Diversification:
Range of Services District central co-operative
banks primarily based on agricultural sector loans
and deposits, with little diversification into other
financial products like Insurance, Mutual funds, or
Personal Banking services. This limits their ability
to generate additional revenue streams and serve a
comprehensive customer base.

These challenges necessitate reforms and
modernization efforts to ensure the sustainability
and growth of District central co-operative banks

Narrow

in Karnataka. Hence addressing issues related to
Governance, Technology, Capital, and Competition
is essential for these components to continue playing
an imperative role in rural economy and development
aspects.

Table 1 Year wise Co-operative Banks
Disbursement of Paid up Share Capital during
the Period from 2012-13 to 2021-22

Paid
Co- ai
. Up %
Operative Sum | Average Count
Share Total
Years .
Capital
2012-2013 | 8915 8915 8915 591 4
2013-2014 | 9774 | 9774 9774 6.48 4
2014-2015 | 13410 | 13410 | 13410 | 8.90 4
2015-2016 | 12877 | 12877 | 12877 8.54 4
2016-2017 | 14696 | 14696 | 14696 | 9.75 4
2017-2018 | 15907 | 15907 | 15907 | 10.55 4
2018-2019 | 17597 | 17597 | 17597 | 11.67 4
2019-2020 | 17226 | 17226 | 17226 | 11.43 4
2020-2021 | 18970 | 18970 | 18970 | 12.59 4
2021-2022 | 21358 | 21358 | 21358 | 14.17 4

Note: Rs. in Crores
Source: The National Federation of State Co-operative
Bank Ltd. (NAFSCOB)

Evaluate of the table Paid share capital during
the period from 2012-13 to 2021-22. mainly 2012-
13 Paid up share capital 8,915 but in the 2021-22,
as per the years having the paid up share capital is
21,358 crore rupees increased and also as per the
years like from 2013-14 to 2020-2021 these years
paid up share capital levels is growing or increasing,
Because why increasing every year of the movement
peoples averse of the co-operative bank facilities.
An also calculated of the Sum and average as well
as total percentage of the value and significance of
count value examine.

Chart 1

Hup share Capital
ot Line
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Table 2 Year wise Co-operative Banks Disbursement of Total Borrowings,
during the Period from 2012-13 to 2021-22

Co-Operative Years | Total Borrowings Sum Average % Total Count Running Total
2012-2013 61731 61731 61731 7.19 4 185197.1
2013-2014 67229 67229 67229 7.83 4 386888.2
2014-2015 73794 73794 73794 8.60 4 608274.2
2015-2016 77606 77606 77606 9.04 4 841096.3
2016-2017 84820 84820 84820 9.88 4 1095560
2017-2018 85918 85918 85918 10.01 4 1353319
2018-2019 92873 92873 92873 10.82 4 1631942
2019-2020 92407 92407 92407 10.76 4 1909167
2020-2021 100755 100755 100755 11.74 4 2211436
2021-2022 121316 121316 121316 14.13 4 2575388

Running Total 858449 1716898 | 2575347 2575348 2575388 12876818

Note: Rs. in Crores

Source: The National Federation of State co-operative Bank Ltd. (NAFSCOB)

The table seems to represent data related to
cooperative yearsand their corresponding borrowings,
providing insights into the total borrowings per year
and cumulative (running) totals. Total Borrowings:
The yearly total borrowings are listed under
‘Total Borrowings’. Sum: This column appears to
replicate the values from ‘Total Borrowings’ since
it is identical. Average: It seems that the average
borrowings per year are equal to the total borrowings
in this context. Total Percentage: This indicates the
percentage of each year’s borrowings relative to
the cumulative total borrowings. Count: This could
reflect the number of transactions, cooperatives, or
similar entities each year, and it consistently remains
4. Running Total: The cumulative total borrowings
are shown as they accumulate year by year.

Analysis of the Growth in Borrowings from the
period 2012-2013 to 2021-2022, total borrowings
have consistently increased each year, it is indicating
constant growth in borrowings within the co-
operative sector. The highest annual borrowing is
during the period from 2021-2022, which accounts
for 14.13 per cent of the total borrowings. Percentage
Contribution: As the year’s progress, each year’s
borrowings make up a larger share of the total, with a
constant growth trend. Borrowings in the early years
2012-2016 contribute less to the total percentage
compared to the latter years 2020-2022, which have
the highest contributions is Cumulative Running
Total: The running total of borrowings increases

as expected with the final value reaching Rupees
25,75,388 by the end of the during the period 2021-
2022. This cumulative total indicates the sum of all
borrowings over the 10 years. Main Observations in
the total borrowings: There is a positive and constant
growth in borrowings over the years. The average
borrowing figure is identical to the total borrowing
figure for each year, suggesting that ‘average’ might
be calculated differently in another context. Perhaps
as an average per transaction or per co-operative. The
largest spike in borrowing occurs in the final year
2021-2022, which might reflect a significant change
in policy, economic conditions, or co-operative
activity.

Chart 2

TOTAL BORROWINGS

20202020

20212022

Table 3 Year wise Co-Operative Banks
Disbursement of Balance (Overdues), during the
Period from 2012-13 to 2021-22

Years Balances (Overdues)
2012-2013 31530
2013-2014 37752
2014-2015 39725
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2015-2016 40315
2016-2017 50713
2017-2018 56900
2018-2019 61901
2019-2020 56951
2020-2021 60911
2021-2022 59050
Average 49574.8
Count 11
Max 61901
Min 11

Note: Rs. in Crores
Source: NAFSCOB (The National Federation of State Co-
operative Bank Ltd.)

The table number 03 explains contains
information about balances (overdue) over multiple
years, during the period from 2012-2013 to 2021-
2022. Hear focus a detailed analysis of the data,one
is Trend Analysis: The balances generally increased
over time from the period 2012-2013 to 2018-2019,
peaking at Rupees 61,901 crore in 2018-2019.
After reaching the peak, there was a decline in the
period 2019-2020 to Rupees 56,951, followed by
another rise and slight decline in the subsequent
years. Statistical Summarised: number one Average
Balance (Overdoes): Rupees 49,574.8crore. This
is the mean balance across the year’s indicating
a moderate level of overdue balances overall.
Maximum Balance is Rupees 61,901crore during
the period from 2018-2019. The highest recorded
balance is Rupees 61,901crore, suggesting that
the overdue amounts peaked in during the period
2018-2019. Minimum Balance is the value of ‘11’
seems unusual for the minimum balance, suggesting
there might be an error in the data entry. If ‘11’ is
correct, it would mean there was a period with very
low overdue balances, but this is inconsistent with
the rest of the data. Count value is 11 data points,
representing 11 different years. Possible Data Entry
Issue is The minimum value of 11 seems out of place,
as the rest of the balances are in the tens of thousands.
It would be advisable to check this data for accuracy.
Observation on Fluctuations: There is a noticeable
drop in overdue balances after the peak in during
the period 2018-2019, which might suggest efforts
were made to reduce the overdue amounts during

the different years. The fluctuations in balances,
especially the dip in during the period 2019-2020
and the rise in during the period 2020-2021, could
be indicative of external factors affecting overdue
balances, such as economic conditions and policy
changes, or collection efforts. Finally Conclusion of
the table: The general trend shows a rise in overdue
balances until during the period 2018-2019, followed
by some fluctuations in the subsequent years. The
average balance is quite high, suggesting a consistent
issue with overdue across the years. Further analysis
could look into the specific causes of the fluctuations
and explore strategies to manage and reduce the
balances especially during the peak years.

Chart 3

Interpretation of the CHISQ, Test on the Bases
of Results

The result of CHISQ. TEST is the p-value,
which represents the probability that a value of
the Chi-Square statistic as high as the calculated
one could have occurred by chance. A very small
p-value (typically less than 0.05) indicates that the
observed data is unlikely to have occurred by chance,
suggesting that there is a significant relationship
between the variables.

Example

Actual Data: This represents the responses of
men and women to a survey, with categories like
Agree, Neutral, and Disagree. Men: 58 (Agree), 11
(Neutral), 10 (Disagree) Women: 35 (Agree), 25
(Neutral), 23 (Disagree).

Expected Data: This represents the frequencies
that would be expected if there were no association
between gender and the response category. Men: 45.35
(Agree), 17.56 (Neutral), 16.09 (Disagree). Women:
47.65 (Agree), 18.44 (Neutral), 16.91 (Disagree).

Conclusion of the Test: Given the p-value of
0.0003082, which is much lower than the common

https://www.shanlaxjournals.com
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significance level of 0.05, we can conclude that
there is a statistically significant association between
gender and response category. This means that the
differences in responses between men and women are
unlikely to be due to chance, and there is evidence to
suggest that gender influences the response.

Limitation of the Study

* The Data shows only secondary aspects, its major
drawback.

* The limit of the study area whole country, not
focus on State wise, District Wise, Taluk wise,
and remote areas not mentioned.

* The author focus only Co-operative banking
sector but not a study other Public Sector bank,
completely ignored.

Suggestions of the Study

The impact of District Central Co-operative
Banks on the rural economy and agricultural sector
is important, and various suggestions are made
to improve their functioning. These suggestions
generally focus on addressing operational
inefficiencies, improving governance, and enhancing
their role in financial inclusion. Below are some
related suggestions to the impacts of District central
co-operative banks.

To Suggest the Strengthening Governance and
Management: Professionalization of Management-
There is a need to professionalize the management
of District central co-operative banks by appointing
qualified and experienced skilful. This can improve
decision-making in particular area, risk management,
and overall governance. Also Improving Board
Effectiveness: surely that the boards of District
central co-operative banks have members with
relevant skilfulness in finance and banking sector,
rather than just political appointees, can lead to better
governance. Transparency and Accountability-
Strengthening transparency in operations and
enforcing strict accountability measures can reduce
issues like mismanagement and corruption.

Technological Upgradation: Adoption of
Core Banking Solutions- Introducing Core Banking
Solutions in District central co-operative banks can
improve operational efficiency, customer - service,
and reduce operational risks. Digital banking also
one of the view: Encouraging District central co-

operative banks to adopt digital banking tools such
as mobile banking like mobile services and internet
banking can help them stay competitive and better
serve their customers especially in rural areas.

Improving Financial Health Condition:
Capital Adequacy it is also District central co-
operative banks often suffer from inadequate
capital. Governments and regulatory bodies need
to ensure these banks maintain adequate capital to
meet regulatory requirements and absorb potential
losses. Asset Quality Management- Improving asset
quality through better risk assessment, loan appraisal
processes, and recovery mechanisms is critical for
the financial health of District central co-operative
banks Diversification of Services- Diversifying into
non-credit areas like insurance, mutual funds, and
other financial services can help District central co-
operative banks improve their revenue streams.

Enhancing Credit Delivery Mechanism: Focus
on right-of-way Sector Lending-District central
co-operative banks should continue to focus on
precedence sector lending, particularly to agriculture
and allied activities, but with better risk management
practices to minimize non-performing assets (NPAs).
Capacity Building for Credit Appraisal: Training
staff in better credit appraisal techniques, especially
for agricultural loans, can reduce the risk of bad
loans.

Regulatory and Policy Reforms: Regulatory
Oversight- Strengthening regulatory oversight by the
Reserve Bank of India (RBI) and National Bank for
Agriculture and Rural Development (NABARD) can
ensure better compliance with banking standards.
Policy Support- Government policies should
continue to support District central co-operative
banks with access to refinancing facilities, credit
guarantee schemes, and interest subvention to ensure
their sustained role in rural financing.

Building Trust and Enhancing Customer
Service: Customer-Centric Approach- Focusing on
improving customer service, increasing awareness,
and building trust within the rural communities
is essential for District central co-operative
banks to thrive. Financial Literacy- Conducting
financial literacy programs can help rural areas
better understand the products and services offered
by District central co-operative banks, thereby
increasing their reach and usage?

16
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Collaborations and Partnerships: Co-operation
with Other Financial Institutions- Collaborating
with other financial institutions like Regional Rural
Banks (RRBs) and Microfinance Institutions (MFIs)
can help District central co-operative banks leverage
reciprocity and expand their reach. Public-Private
Partnerships, Exploring public-private partnerships
for technological and infrastructural developments
can help in scaling up operations and improving
service delivery

Conclusion Improving the efficiency and impact
of District Central Co-operative Banks requires a
multifaceted approach that includes governance
reforms, technological upgrades, better financial
health management, and stronger regulatory
oversight. By addressing these key areas, District
central co-operative banks can enhance their role
in financial inclusion and rural development,
contributing significantly to the broader economic
growth of rural regions.

Conclusions

District Central Co-operative Banks (DCCBs)
are essential pillars of the rural financial eco-system,
playing a consequently role in agricultural credit
delivery and financial inclusion in India. However, in
recent years, these banks have been combating with a
series of challenges that threaten their sustainability
and effectiveness. These challenges are especially
perceptive in regions like Karnataka, where District
central co-operative banks face issues such as
inadequate capitalization, high Non-Performing
Assets (NPAs), and technological backwardness.
Despite these challenges, District central co-operative
banks remain essential to the socio-economic fabric
of rural areas, and their revitalization is significant
for the continued development of the agricultural
sector and rural economy. One of the key challenges
District central co-operative banks face is limited
capitalization. Many District central co-operative
banks in Karnataka and across India struggle with
a low capital base, which hinders their ability to
lend effectively and modernize their operations.
Additionally, the high level of Non-performing
Assists (NPAs), particularly in agricultural loans,
exacerbates financial stress. Agricultural loans
are highly susceptible to external factors such
as natural calamities, market fluctuations, and

inconsistent government policies. The result is
an ongoing cycle of loan defaults and ineffective
recovery mechanisms, which further deteriorate the
financial health of these banks. Moreover, District
central co-operative banks have been slow to adopt
modern banking technologies, putting them at a
disadvantage compared to commercial banks and
financial —technology companies. The lack of digital
infrastructure and cybersecurity measures makes
them vulnerable to fraud and limits their ability to
offer competitive services to rural customers. This
technological lag not only affects their operational
efficiency but also hampers their ability to attract
and retain customers, who are increasingly drawn to
the convenience and accessibility offered by digital
banking platforms. Regulatory challenges also
contribute to the difficulties faced by District central
co-operative banks.

The dual control system, where District central
co-operative banks are regulated by both state
governments and the Reserve Bank of India (RBI),
creates a complex regulatory environment that
often leads to inefficiencies and governance issues.
Political interference, particularly in the appointment
of management personnel, further undermines the
effectiveness of these banks. The lack of professional
management and frequent leadership changes disrupt
decision-making processes and contribute to poor
governance, ultimately affecting the banks’ long-
term viability. Competition from commercial banks,
Non-Banking Financial Companies (NBFCs), and
financial —technology start-ups has intensified in
recent years, eroding the market share of District
central co-operative banks. These competitors often
offer better interest rates, more diversified financial
products, and superior customer service, making it
difficult for District central co-operative banks to
compete.

To address these challenges, District central
co-operative banks must focus on diversifying
their services beyond traditional agricultural loans.
Expanding into areas such as insurance, mutual
funds, and digital financial services can provide
new revenue streams and make District central
co-operative banks, more resilient to market
fluctuations. To overcome these challenges, a
comprehensive approach to reform is necessary.
Strengthening governance and management is

https://www.shanlaxjournals.com
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crucial, with a focus on professionalizing the
leadership of District central co-operative banks and
reducing political interference. This will require the
appointment of qualified professionals with expertise
in finance and banking to key positions. Enhancing
transparency and accountability through stricter
regulatory oversight and better compliance with
banking standards is also essential to improving the
governance of District central co-operative banks.
Technological modernization is another critical area
for improvement. Adopting Core Banking Solutions
(CBS) and embracing digital banking tools will
not only enhance operational efficiency but also
help District central co-operative banks remain
competitive in an increasingly digital financial
landscape.

Governments and regulatory bodies must support
these efforts by ensuring that District central co-
operative banks have access to the necessary financial
resources and technical assistance to implement
these changes. Additionally, improving the financial
health of District central co-operative banks requires
a focus on capital adequacy and asset quality
management. Governments and regulatory bodies
need to ensure that District central co-operative banks
maintain sufficient capital to absorb potential losses
and meet regulatory requirements. Strengthening
loan appraisal processes and recovery mechanisms
can help reduce Non-performing Assets (NPAs) and
improve the overall financial stability of these banks.
In conclusion, District Central Co-operative Banks
play a crucial role in the rural economy, but their
continued relevance depends on their ability to adapt
to the changing financial landscape. By addressing
key issues related to governance, technology,
financial health, and competition, District central co-
operative banks can strengthen their position as vital
institutions for rural development.
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