
 

 

 

 

 

Cooperative Societies 
 
Cooperative Societies 
 

Cooperative Societies are an independent group of people who have come together voluntarily 
to address their common economic, social, and cultural needs and goals through a jointly 
owned and democratically controlled enterprise is known as a cooperative society. 
 
About ‘Co-operatives’ 
 
 According to the International Labour Organisation (ILO), a cooperative is 

an autonomous association of persons united voluntarily to meet their common 
economic, social and cultural needs and aspirations through a jointly owned and 
democratically controlled enterprise. 

 There are many types of cooperatives such as Consumer Cooperative 
Society, Producer Cooperative Society, Credit Cooperative Society, Housing Cooperative 
Society and Marketing Cooperative Society. 

 The United Nations General Assembly had declared the year 2012 as the International 
Year of Cooperatives. 

 India is an agricultural country and laid the foundation of World’s biggest cooperative 
movement in the world. 

 In India, a Co-operative based economic development model is very relevant where 
each member works with a spirit of responsibility. 
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History of Co-operative movement in India 
 
Pre-Independence 
 The first cooperatives were established in Europe to help the region’s credit-starved 

citizens as an independent, self-managed people’s movement with no involvement from 
the government. 

 To lessen the suffering of the poor farmers, especially the harassment by moneylenders, 
British India imitated the Raiffeisen-style cooperative movement in India. 

 When the farmers of Pune and Ahmednagar led a protest against money lenders, the 
phrase “cooperative societies” was coined. 

 The first credit cooperative society was formed in Banking in the year 1903 with the 
support of the Government of Bengal. 

 The Cooperative Credit Societies Act of India was enacted in 1904. 
 In 1912, another Cooperative Societies Act was passed to rectify some of the drawbacks 

of the earlier law. 
 Cooperation became a State subject in 1919. 
 Land Mortgage Cooperative Banks were established in 1938to provide loans initially for 

debt relief and land improvement. 
 Reserve Bank of India started refinancing cooperatives for Seasonal Agricultural 

Operations in 1939. 
 The Multi-Unit Cooperative Societies Act was passed by the government of British India 

in 1942 to address cooperative societies with members from more than one province. 

Post-Independence: 

 After independence, cooperatives became an integral part of the Five-Year Plans. 
 Like agriculture, cooperation is on the concurrent list. 
 The National Development Council (NDC) suggested a national cooperative strategy as 

well as staff training and the creation of cooperative marketing societies in 1958. 
 National Cooperative Development Corporation (NCDC), a statutory corporation, was 

set up under the National Cooperative Development Corporation Act, of 1962. 
 The Multi-State Cooperative Organisations Act was passed by the Indian Parliament in 

1984. This is an effort to consolidate the numerous laws governing the same kinds of 
societies. 

 The government of India announced a National Policy on Co-operatives in 2002. 
 The Constitution (Ninety Seventh Amendment) Act of 2011 on cooperatives aims to 

promote cooperative economic activity, which in turn aids rural India’s advancement. 
 In Part III of the constitution, after the words “or unions” the words “Cooperative 

Societies” was added. 



 The state shall endeavour to foster voluntary formation, autonomous functioning, 
democratic control, and professional management of the cooperative societies, 
according to a new Article 43B that was added to Part IV. 

 After Part IXA of the constitution, Part IXB was inserted to accommodate state vs centre 
roles. 

 The NCDC’s youth-friendly “Yuva Sahakar-Cooperative Enterprise Support and 
Innovation Scheme” was introduced by the Union Agriculture Ministry to encourage 
young people to start cooperative businesses. 

 NCDC recently started Mission Sahakar 22, which aims to double farmers’ income by 
2022. 

 
Constitutional Provisions Related to Cooperatives 
 
 The Constitution (97th Amendment) Act, 2011 added a new Part IXB right after Part IXA 

(Municipals) regarding the cooperatives working in India. 
 The word “cooperatives” was added after “unions and associations” in Article 19(1)(c) 

under Part III of the Constitution. This enables all the citizens to form cooperatives by 
giving it the status of fundamental right of citizens. 

 A new Article 43B was added in the Directive Principles of State Policy (Part 
IV) regarding the “promotion of cooperative societies”. 

 
 
Importance of Cooperative Society 
 
 It provides agricultural credits and funds where state and private sectors have not been 

able to do very much. 
 It provides strategic inputs for the agricultural-sector; consumer societies meet their 

consumption requirements at concessional rates. 
 It is an organization for the poor who wish to solve their problems collectively. 
 It softens the class conflicts and reduces the social cleavages. 
 It reduces the bureaucratic evils and follies of political factions. 
 It overcomes the constraints of agricultural development. 
 It creates a conducive environment for small and cottage industries. 

Challenges of Cooperative Society 

 The infrastructure and organization of cooperatives need to be regulated as well, 
primarily due to a shortage of funding. For these reasons, there is a need for assistance 
or financial support for the cooperatives. 

 A cooperative society’s ability to raise money from its members is severely constrained 
because membership is frequently restricted to a single sector of the community. 



 Once more, due to the low rate of return, the members do not increase their 
investment. Most cooperative societies frequently find the help of the government to 
be insufficient. 

 In general, it is observed that a lack of administrative skills is the main reason why 
cooperative societies do not operate effectively. The elected members or members 
themselves lack the necessary management skills to run the organization. 

 Cooperative societies are dependent on the government for assistance and patronage in 
the form of grants, loans, subsidies, etc. because of the lack of adequate capital and 
several other restrictions. 

 
Ministry of Co-operation 
 
A separate ‘Ministry of Co-operation’ has been created by the Central Government for realizing 
the vision of ‘Sahkar se Samriddhi’ (Prosperity through Cooperation) and to give a new push to 
the cooperative movement. 
 
Significance of Ministry of Co-operation 
 
 It will provide a separate administrative, legal and policy framework for strengthening 

the cooperative movement in the country. 
 It will help deepen Co-operatives as a true people based movement reaching upto the 

grassroots. 
 It will work to streamline processes for ‘Ease of doing business’ for co-operatives 

and enable development of Multi-State Co-operatives (MSCS). 
 
Way Forward 
 New areas are emerging with the advancement of technology and cooperative societies 

can play a huge role in making people familiar with those areas and technologies. 
 Principle of the cooperative movement is to unite everyone, even while remaining 

anonymous. The cooperative movement has the capacity to solve people’s problems. 
 However, there are irregularities in cooperatives and to check them there have to be 

rules and stricter implementation. 
 To strengthen the cooperatives there should be market linkages for agricultural 

farmers as well as cooperative societies. 
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