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CHAPTER – I  INTRODUCTION 


1.1  Background 


The term „co-operatives‟ is originated from the Latin words „Co‟ and „Opus‟ where „Co‟ 


means  „together‟  and  „Opus‟  means  „to  work‟.  Accordingly,  Co-operation  means 
 working  together.  The  co-operation  is  not  new  in  India.  The  various  social  and 
 economic  activities  in  co-operative  form  had  been  in  existence  in  India  since  time 
 immemorial. The philosophy of self help, equality, equity generated way to thoughts of 
 self-administration and self responsibilities which finally gave birth to Cooperative. The 
 co-operative  has  its  origin  to  cooperation,  which  in  simple  words  refers  to  the  act  of 
 working together. It is as old as human civilization. The Indian oldest literature such as 
 Vedas,  Upanishads,  Bhagawat  Purana,  Arthashastra  of  Kautilya,  etc.  mentioned  about 
 joint  actions  or  working  together  of  people.  The  joint  Hindu  family  system  in  our 
 country  can  be  considered  as  the  best  example  of  co-operative  philosophy.  Rig  Veda, 
 the Indian ancient scripture states about co-operative in the followings lines: 


“May you all have common purpose, May your hearts be in unison, May you all be the 
 same mind, So that you can do work efficiently well”. 


Whereas  Kautilya‟s  Arthashastra  provides  “whoever  stays  away  from  any  kind  of  co-
 operative undertaking shall send his servants to carry on the work, shall have a share in 
 the expenditure but none in the profit”.  


A  Co-operative is a democratic form of business, organized, owned and controlled by 
its members, and where all members have an equal say on how the organization has to 
run for the promotion of their economic interests. “Though Co-operatives are economic 
institutions, the main objective for people to set up or join a Co-operative is to improve 
their economic as well as their social conditions through joint action for the good of all 
members”.  However,  every  Co-operative  must  accomplish  this  in  a  business  like 
manner  if  it  is  to  survive,  grow  and  become  sustainable.  The  special  feature  of  co-
operatives is availability of service at a lower cost and service without exploitation. 
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1.2  Co-operative Principles 


The knowledge of co-operative principles is essential to understand the ideology of co-
 operative movement. The principles of co-operatives clearly distinguishes it from other 
 form  of  business  organization  and  very  essential  for  the  growth  of  co-operative 
 movement. 


Mr. George Davidovic, a leading Canadian authority on co-operation defined it as “a set 
 of rules which govern the life and activity of co-operative organizations”. 


According to W. P.  Watkins,  a former  Director of ICA: “Co-operatives principles are 
 the ideas, inherent in co-operation, which determine what it is as a mode of action…… 


They are ideas which it is the purpose of co-operative activity to realize.”  


Co-operative principles are the guidelines and basic rules for co-operative enterprises; it 
 in fact determines the character of co-operation as a form of organization or association. 


It  is  the  reflection  of  the  objective  of  co-operative  movement.  The  entire  spirit  of  co-
 operatives is mainly based upon the following seven principles of co-operative. 


1st Principle: Voluntary and Open Membership 


Co-operatives are voluntary association. Membership is thus open to all people who are 
 willing to accept the responsibilities of membership and use its services honestly. Open 
 membership  also  indicates  that  one  can  become  a  member  without  any  restriction  of 
 caste, color, gender, without any social, racial or religious discrimination. According to 
 Bonner,  without  this  principle  societies  would  lose  their  co-operative  character. 


However, one should not interpret it as co-operatives are bound to enroll any as member 
whoever  apply  for  it.  They  have  to  ensure  that  only  person  of  good  character, 
responsible  and  helpful  nature  is  enrolled  and  person  of  bad  character,  irresponsible, 
trouble maker is kept out of co-operatives. They can refuse membership to persons who 
are not creditworthy. Anybody cannot demand as a right, admission as a member to any 
co-operative society.  
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 2nd Principle: Democratic Control 


In a co-operative, one member has only one vote, irrespective of number of shares held 
 by him. All members have an equal right. The general body of members has the highest 
 authority in all the matters of policy, programme and management and so on. The Board 
 of directors are elected by the members. Thus, the ultimate authority vests in the hands 
 of  members  which they  exercised  through  annual general  meeting.  The  members  have 
 an  equal  voting  right  and  can  participate  in  all  the  decision  affecting  the  society. 


Democratic principles of co-operatives separate it from Joint Stock Company or in fact 
 from  other  form  of  business  organization.  However,  in  recent  years  due  to  the 
 tremendous increase in number of members the implementation of democratic principle 
 is become almost difficult.  


3rd Principle: Member Economic Participation 


In co-operatives organization distribution of surplus is done on the basis of transactions 
 of  the  members  in  total  business  of  the  society.  This  was  the  unique  principle 
 discovered by the Rochdale Pioneers. It is therefore, members are not willing to supply 
 capital since it is not entitled for direct share in profit. Today, co-operatives are in need 
 of  their  own  capital,  so  that  they  can  compete  with  other  peer  societies  or  banks. 


However,  members  are  not  willing  to  supply  capital  more  than  the  statutory 
 requirements.  Generally,  the  profit  remained  after  meeting  all  expenses  are  distributed 
 in the following manners:  


25  percentage  of  the  profit  should  be  transferred  to  statutory  reserves.    At  least  20 
 percent  should  be  transferred  to  a  deficit  fund  so  as  to  meet  unforeseen  expenses. 


Further, less than 25% of profit can be utilized for paying dividends to members; 2% for 
 the  co-operative  education  fund,  5%  for  training,  5%  for  common  welfare,  etc.  beside 
 this other fund can be created on need base.  


4th Principle: Autonomy and Independence 


Co-operative  should  function  and  work  as  independent  organization  on  self-help  basis 
which  is  managed  and  controlled  by  their  members.  The  Government  should  not 
interfere in decision making process in co-operatives as long as it is functioning within 
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the provisions and bye laws of the state co-operative Act. Further, they should also have 
 rights  to  enter  into  agreements  with  organizations.  However,  today  co-operatives  have 
 to  act  as  per  the  directives  and  guidelines  issued  by  the  Registrar  and  sometimes 
 according to the policy framed by Minister in charge of Ministry of co-operation. Thus, 
 today in spite of so many efforts of the state to grant autonomy it is not seen working as 
 autonomous institution.  


5th Principle: Education, Training and Information 


In  co-operative,  all  are  working  for  each  and  each  one  is  working  for  all.  Thus  co-
 operative  education  is  important  as  it  should  not  be  viewed  as  business  entity  but  the 
 movement  of  people.  Co-operatives  are  for  the  members  and  by  the  members. 


Therefore, there should be a continuous orientation programme for members and other 
 stakeholders  on  principles  and  values  of  co-operation.  There  is  a  need  to  impart  co-
 operative  education,  training  and  information,  for  members,  its  employees,  Board  of 
 Directors, managers so that they must know what they are and must work efficiently and 
 effectively  for  the  success  and  growth  of  co-operatives.  Training  must  be  provided  on 
 the values, principles, and on various provisions of the prevailing co-operatives Act so 
 that they will perform their duties with ease and confident. However, implementation of 
 this principle becomes difficult due to lack of resources and unavailability of necessary 
 trainers. The national policy of co-operatives also realized problems related to training, 
 information  and  thus  focus  on  professionalization  of  management  and  development  of 
 human resource. 


6th Principle: Co-operation among Co-operatives or Principle of Growth  


For  the  growth  and  progress  of  co-operative  movement,  it  is  essential  that  all  the  co-
 operative  institutions  must  extend  unconditional  support  to  each  others.  They  must 
 observe  and  understand  their  common  problem  and  should  try  to  solve  at  their  level. 


Members/ employees/ workers, must realize irrespective of their working place that they 
all are under same umbrella and must show concern for each other. They should work as 
if they belong to one family. Thus, it is necessary for co-operatives to work together at 
local level, regional, national, and international structure and at each level and they must 
support each other.  
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 7th Principle: Concern for Community 


The purpose of co-operative is to solve or minimize the problems of its members and to 
 eliminate  their  economic  exploitation.  Thus,  co-operative  should  start  all  those 
 economic  activities  that  are  essential  and  part  of  daily  requirement  of  common  man, 
 which will facilitate the growth and development of community at large. If you consider 
 from  the  beginning  of  the  day  the  morning  milk,  sugar  for  tea,  coffee,  bread,  ration 
 quota  for  food,  to  the  mattress  used  for  sleeping  are  the  outcomes  of  various  co-
 operatives.  Co-operatives  should  work  as  community  based  organizations  and  thus 
 expected  to  take  utmost  care  to  prevent  over  exploitation  and  conserve  resources  for 
 next generations. Rendering services to society should be given priority over profit. 


1.3  Some Selected Definitions of Co-operation 


The term cooperation is defined by different experts in a different ways. There is no any 
 single universally accepted definition of the terms cooperation due to two reasons first 
 the word has taken different connotations depends on the prevailing circumstances and 
 environments in different countries which gave birth to the co-operative movement and 
 secondly  in  some  countries  co-operatives  are  aided  and  controlled  by  the  state,  while 
 others,  they  are  either  supported  by  state      or  working  as  an  instruments  of  state 
 planning.  Some  of  the  widely  accepted  definitions  of  the  term  co-operation  are  given 
 below: 


E. R. Bowen, “Co-operation is the universal instrument of creation”. 


H.  Calvert  has  defined  co-operation  as  “a  form  of  organization  in  which  persons 
 voluntarily  associate  together  as  human  beings  on  the  basis  of  equality  for  the 
 promotion of economic interests of themselves”. 


Holyoke defines “Co-operation” as “a voluntary concert with equitable participation and 
 control among all concerned in any enterprise”. 


V.  L.  Mehta,  a  veteran  of  co-operative  movement  of  India.  “Co-operation  is  only  one 
aspect of a vast movement which promotes voluntary association of individuals having 
common needs who combine towards the achievement of common economic ends”.  
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Mr. C.R. Fay defined a co-operative society as “an association for the purpose of joint 
 trading,  originating  among  the  weak  and  conducted  always  in  an  unselfish  spirit  on 
 much terms that all who are prepared to assume the duties of the membership may share 
 its rewards in proportion to the degree in which they make use of the association”. 


Dr.  K.  N.  Katju  “Co-operation  is  self  –  help  as  well  as  mutual  help.  It  is  a  joint 
 enterprise  of  those  who  are  not  financially  strong  and  cannot  stand  on  their  own  legs, 
 and  therefore,  come  together  not  with  a  view  to  getting  profits  but  to  overcome 
 disability  arising  out  of  want  of  adequate  financial  resources  and  thus  better  their 
 economic condition”.  


Mr.  M.  T.  Herrick  defined  co-operation  as  “the  act  of  persons,  voluntarily  united, 
 utilizing reciprocally their own forces, resources or both under their arrangement to their 
 common profit or loss”.  


According  to  Talmaki,  “Co-operation  is  an  organization  where  a  person  voluntarily 
 associates together with other on a basis of equality for the promotion of their economic 
 interest by honest means”.     


P. M. Casselman has stated “co-operation is an economic system with a social content”.  


The  Maclagan  Committee  on  co-operation  (1915)  defines  co-operation  as,  “the  theory 
 of  co-operation  is  that  an  isolated  and  powerless  man  can,  by  association  with  others 
 and by moral development and mutual support obtain, the material advantages available 
 to wealthy or powerful persons, and thereby develop himself to the fullest extent of his 
 natural abilities.”  


M.  L. Darling  described co-operation  as  “something  more  than a system.  It is  a  spirit, 
 which appeals to the heart and the mind. It is a religion applied to business. It is a gospel 
 of self – sufficiency and service.”  


Professor  Lambert,  a  well  known  authority  on  co-operation,  defines  a  co-operative 
society as “an enterprise formed and directed by an association of users, applying within 
itself the rules of democracy  and directly  intended to serve  both its own  members and 
the community as a whole”.  
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The  International  Labour  Organisation  (I.L.O)  has  defined  co-operation  as  „  an 
 association of persons usually of limited means, who have voluntarily joined together to 
 achieve  a  common  end,  through  the  formation  of  a  democratically  controlled  business 
 organization, making equitable contribution to the capital required and accepting a fair 
 share of the risks and the benefits of the undertakings”.   


Urban  co-operative  credit  society  refers  to  a  non-  agricultural  credit  society  that  is 
 involved  in  business  of  “accepting  deposits  for  the  purpose  of  lending  from  the 
 members and to the members”. It does not have a banking license from the RBI nor it is 
 promoted by the employees of a particular organization or institution”. 


1.4  Types of Co-operatives 


There  are  many  types  of  Co-operatives  e.g.  marketing,  consumer,  producer,  financial, 
 service and workers Co-operatives, housing etc. 


1.  Marketing  Co-operatives  market  farmers‟  produce  such  as  coffee,  maize,  beans, 
 livestock  etc.  Members  sell  their  produce  through  their  Co-operative  and  benefit 
 from the economies of scale. By so doing, they get a better price for their produce. 


2.  Consumer  Co-operatives  provide  goods  and  services  or  consumer  commodities  to 
 their  members  at  competitive  or  reasonable  prices.  Consumer  co-operatives  have 
 both  retail and wholesale outlets  / firm  in  rural,  urban and semi urban  areas  of  the 
 country. 


3.  Producer  Co-operatives  are  where  members  work  together  to  produce  or 
 manufacture a product and sometimes market it together. 


4.  Financial  Co-operatives  such  as  savings  and  credit  Co-operatives,  Co-operative 
 village  banks,  Co-operative  insurance  societies,  Co-operative  banks,  etc.  provide 
 financial services. 


5.  Service  Co-operatives  provide  services  such  as  housing,  health  care,  funerals,  day 
care,  water,  power  and  energy  and  many  other  services.  Usually  people  go  for 
services from such Co-operatives in order to benefit from lower prices, better quality 
or when existing services are inadequate. Under this, there is no limit as to the kind 
of  services  that  people  can  provide  themselves  with  under  a  Co-operative 
arrangement. 
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6.  Workers Co-operatives are Co-operatives, which are owned by the people who also 
 work  for  the  same  organization.  This  type  of  Co-operatives  is  relatively  new 
 globally  but  is  gaining  popularity,  as  Co-operatives  under  it  have  proved  quite 
 successful. 


From the above, one will realize as to why the Co-operative model is often called “one 
 solution to so many problems”. It is this characteristic with its flexibility that makes the 
 Co-operative model a very powerful tool for empowerment of its members. 


1.5  Co-operative Movement in the World 


England  is  considered  to  be  the  birthplace  of  co-operative.  The  spirit  of  „self-help 
 through mutual help‟ was imparted by Robert Owen of England (1771-1858), in order 
 to  solve  the  problems  of  exploited  section  of  the  society.  In  1844,  around  28  weavers 
 who were highly influenced by the ideas of mutual aid given by Robert Owen gathered 
 in the Charist hall in Rochdale town with an intention of form co-operative store. They 
 were  sure  that  collective  working  would  reduce  their  expenditure  and  increase  return. 


The  efforts  taken  by  these  28  flannel  wavers  in  forming  first  co-operative  store  in  the 
 Rochdale  near  Manchester  in  England  provided  direction  to  the  world  that  common 
 problem  of  under  privileged  can  be  solved  by  co-operatives.  These  28  Rochdale 
 pioneers  gave  birth  to  the  first  co-operative  society  in  the  world,  in  the  year  1844  in 
 England, known as “The Rochdale Equitable Pioneers Society” which was registered as 
 per the provisions of the Friendly Societies Act. Thus we can say Rochdale Pioneers are 
 the founders of co-operative movement in the world.  


The idea of Rochdale Pioneers was absorbed by  various  countries in  the world; where 
 people realized that the problem of underprivileged, exploited section and other weaker 
 section of the society  can be addressed by the co-operative movement. On similar line 
 of  Rochdale  Pioneers,  in  France  initiative  was  taken  to  form  worker  co-operatives,  in 
 Europe service co-operatives. Whereas in Germany and Denmark under the leadership 
 of  Raiffeisen  and  Schulze  credit  co-operatives  were  formed.  Thus  we  can  consider 
 Germany  as  the  pioneer  in  initiating  the  credit  co-operative  movement  in  the  world. 


Middle  of  the  19th  century  witnessed  great  economic  problem  in  Germany.  The 
economy  was  in  the  hands  of  Jews  who  were  the  regulator  and  the  controller  of 
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economic activities. The economic condition of the villagers/ Peasants was very worse. 


German villagers were borrowing funds from Jews at a very high rate of interest. As a 
 result  of  which  their  loans  grew  enormously  and  farmers  were  forced  to  sell  their 
 agriculture products  at  a  cheap  price to  Jews  and Jews  used  to  sell  the same  at  a  very 
 high price. The suffering and exploitation of farmers/villagers was observed by Herr. F. 


W.  Raiffeisen  (1818-1888)  who  was  the  mayor  in  Germany.  He  initiated  assembling 
 sufferers  and  exploited  section  under  the  banner  of  Heddesdrof  Credit  Union,  as  the 
 identity of its members. The society formed was based on the principle of “Each for all 
 and All for Each”. Later on in 1877 the Grand Union of co-operative societies was set 
 up  which  were  also  called  as  „Raiffeisen  Union‟.  The  birth  of  this  society  was  the 
 outcome  of  tremendous  efforts  taken  by  Raiffeisen.  The  another  great  men  in  this 
 endeavor was Schulze who took initiative in forming credit co-operative for fulfillment 
 of credit needs of artisans, small businessman, middle class people and less privileged, 
 residing in urban areas.  


Herr. Franz Schulze (1809-1883) was a judge. He was appointed as the chairman of the 
 famine commission which provided him a lot of opportunities to know the problems of 
 people.  In  1849,  he  started  the  friendly  society  for  relief  sickness.  His  work  in 
 cooperation usually referred as Schulze – Delitzsch, since he laid down the foundation 
 of  first  co-operative  society  in  Delitzsch  city.  He  was  also  a  pioneer  in  forming  first 
 credit association in 1850 and in 1856 Schulze formulated principles of Cooperation and 
 published a book  on  it.  The  credit of  formation  of  credit  co-operatives  and banks  thus 
 goes  to  Mr.  Schulze.  Schulze  banks  had  two  main  aims  which  includes  fulfillment  of 
 financial requirements of small businessman, artisans, workers and people with limited 
 means and second bank should be looked upon as business organizations.  


Schulze, Raiffeisen work gave inspiration to many leaders to form co-operatives in rural 
and urban areas. Inspiring from the work of these great men, Luigi Luzzatti established 
People‟s Banks‟ in Italy. These credit co-operatives achieved success as it was formed 
for  the  welfare  of  poor  agriculturist  and  exploited  class,  which  together  formed  major 
section of the society. These credit co-operatives were successful in making people free 
from the clutches of money lenders and inculcating in them the habit of saving and thrift 
among  the  members.  The  work  of  formation  of  credit  co-operatives  thus  continued 
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further by formation of ROBO Bank in Netherland, D.G. Bank in Germany and so on. 


Today we can notice that hardly any country in world remained uncovered by the credit 
 co-operative movement.  


1.6  Co-operative Movement in India 


The  co-operative  movement  in  our  country  has  its  origin  in  agriculture  and  the  allied 
 sector. During the 19th century, due to famines and droughts, the agricultural sector was 
 heavily affected. Majority of agriculturist pushed into deep poverty, mainly because of 
 low productivity and huge amount of debt borrowed from money lenders. The situation 
 was so horrible that agriculturist had to sell their properties and assets for repaying the 
 debt.  Whereas  in  some parts  of  the nation,  it  was  a question  of  life or  death  for  many 
 helpless  farmers,  as  they  had  no  means  of  livelihood  which  forced  them  to  agitate 
 against  money  lenders  especially  in  Poona  and  Ahmednagar.  British  Government 
 observed  the  critical  position  and  prevailing  unrest  amongst  the  farmers  and  thus 
 enacted three important acts- first the Deccan Agriculture Relief Act (1879), second The 
 Land Improvement Loan Act (1883), and third The Agriculturist loan Act (1884). It is 
 important to know that British Government was also interested in boosting co-operative 
 movement.  


The  initial  effort  of  introducing  co-operative  movement  in  India  was  taken  by 
Government of Madras. In the year 1882, the Government of Madras deputed its one of 
the  civil  servant  Mr.  Frederick  Nicholson  to  study  the  working  and  functioning  of 
village  banks  in  Germany.  Sir  Fredrick  noted  the  great  work  done  by  Raiffeisen  in 
introducing rural credit in Germany. Based on his study and observation, he submitted 
his  report  to  the  Madras  Government  in  two  volumes  in  the  year  1895  and  1897  in 
which  he  strongly  recommended  for  formation  of  Cooperative  societies  in  India,  to 
cover up the increasing demand for rural credit. Fredrick Nicholson at the end, briefed 
his report mentioning “we must find Raiffeisen in India”. i.e. “Find Raiffeisen”. During 
the same period another Indian civil service personnel Mr. Dupernex began to study the 
problems and experimenting village banks in UP. At the end of his study, he published 
book entitled “Peoples Bank for Northern India”. Sir Fredric report and Mr. Dupermex 
work was brought to the notice of Government of India in 1900 and realizing the need 
of introducing the co-operative movement, the Government of India took initiative and 
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appointed  a  special  committee  under  the  chairmanship  of  Sir  Edward  Law  in  order  to 
 prepare necessary proposal for enacting a law for achieving the purpose.  


Sir Edward Law committee studied the situation and arrived at a conclusion that there is 
 a  need  to  introduce  co-operative  societies  and  accordingly  they  drew  up  model  with 
 regards  to  management  of  rural  and  urban  societies  and  frame  the  form  of  legislation 
 needed to secure the privileges which they recommended. The Law committee made a 
 strong  recommendation  on  formation  of  co-operative  societies.  Their  recommendation 
 proved  the  basis  of  the  bill  which  was  finally  passed  into  law  in  1904  as  The  Co-
 operative Credit Societies Act of 1904. Thus in our country the co-operative movement 
 began with the enactment of the Co-operative Credit Societies Act of 1904.  


Special features of Co-operative Credit Act, 1904 


1.  The Co-operative Credit societies Act of 1904 made clear classification of Rural 
 co-operatives  and  Urban  co-operatives.  Raiffeisen  model  of  unlimited  liability 
 was  applied  to  rural  co-operative  societies  whereas  urban  credit  co-operatives 
 shall  follow  Schulze  –  Delitizsch  model  which  consider  limited  liability  for 
 members. 


2.  Minimum 10 persons from same village or town are necessary to form society. 


3.  Only credit co-operative societies can be registered under the Act. 


4.  Restriction on area of operation for credit co-operatives. 


5.  Societies were permitted to advance loans to members only  on personal or real 
 securities. 


6.  Members were not allowed to hold shares, more than Rs. 1000/-  


7.  Registrar or his staff shall conduct the audit of books of account of society free 
 of charge. 


8.  Exemption was granted to societies from payment of income tax, stamp duty and 
 registration fees. 


9.  The  societies  were  given  legal  status  and  it  was  considered  as  business 
 organization. 


However, this Act of 1904 showed some defects like –  


1.  Act did not permit formation of non-credit co-operative societies in rural areas. 
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2.  Act did  not  have  provisions  for  formation  of  central  banks  for  supplying  funds 
 and supervision. 


3.  Classification of societies into rural and urban was not done on sound base. 


Co-operative Societies Act, 1912 


To overcome the defects of 1904 Act, it was modified and the new Act was enacted in 
 the  year  1912  which  was  known  as  co-operative  societies  Act,  1912.  The  new  Act  of 
 1912 permitted registration of credit and non – credit societies that it to say registration 
 of  all  types  of  co-operative  societies.  Beside  this  the  main  features  of  the  Act  was  as 
 follows:-  


1.  The  society  registered  shall  work  for  the  promotion  of  economic  interest  of  its 
 members. 


2.  It shall work as per the principles of co-operation. 


3.  Formation of central banks. 


4.  Central  banks/  societies  shall  have  limited  liability  whereas  that  of  rural  credit 
 co-operative with unlimited liability. 


5.  Restriction  on  members  to  hold  shares  more  than  one  fifth  of  the  total  share 
 capital or rupees one thousand, whichever is lower. 


6.  Twenty five percent of net profits shall be transferred to reserve fund. 


7.  Exemption in registration fees. 


8.  Society has right to retain shares, deposits of members in respect of his debt due 
 from such members. 


Amended co-operatives societies Act of 1912 gave scope for formation of other types of 
 co-operative societies. 


Reforms Act of 1919 


Under the constitution Reforms Act of 1919, co-operation became a provisional subject 
and was  placed under the charge of  a  Minister in  each  province.  Remarkable progress 
was achieved by several provinces as per the lines suitable to them in the early years of 
the  working  of  the  reformed  constitution.  Consequently,  some  provincial  government 
passed their own Act to facilitate  multi-sided developments.  Bombay came to lead the 
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other  provinces  by  passing  a  separate  co-operative  societies  Act  in  1925  Madras  was 
 next  to  introduce  Co-operative  Societies  Act  in  1932  and  Co-operative  land  Mortgage 
 Banks Act in 1934. Afterwards, other provinces followed the example of Bombay  and 
 Madras. Co-operative societies Act were passed by Bihar and Orissa in 1935, Bengal in 
 1940,  Tripura  in  1948,  Punjab  in  1953,  Himachal  Pradesh  in  1956  and  Jammu  and 
 Kashmir then came to constitute their legislation in this respect. 


1.7  Growth of Co-operative sector in India 


In India, the official co-operative movement was started in 1904, with the enactment of 
 first  Credit  Co-operative  Societies  Act,  which  facilitates  organization  of  credit  co-
 operatives  in  India.  When  the  cooperation  was  first  introduced  under  the  co-operative 
 credit societies Act, 1904, it was confined to the organization of the co-operative credit 
 societies in urban and rural areas. But in 1912, the co-operative societies Act permitted 
 to  start  other  societies  like  marketing,  processing,  production,  consumers,  and  labour 
 and  construction  co-operatives.  These  Acts  marked  the  beginning  of  official  co-
 operative  movement  in  the  country.  Since  then,  the  co-operative  movement  made  a 
 significant  progress  in  our  country.  Co-operatives  in  India  have  been  a  part  of  the 
 scheme of planned development of the Government. They have been one of the central 
 aims  of  its  National  policy  as  an  effective  means  of  promoting,  both  social  and 
 economic, upliftment of the weaker sections of the society. 


Says Dr. Kurian “Co-operation is first and foremost a philosophy. It is the faith that the 
 human  beings  are  capable  of  transcending  narrow  self  interest  to  work  together  to 
 achieve a common and higher goal”. The Indian co-operative movement has seen both 
 success and failures since its inception.  Some co-operatives like the GCMMF‟s AMUL 
 have gained global recognition, while others like Delhi‟s Super bazaar have gone into 
 liquidation after meeting with initial success. 


Co-operation  is  deeply  rooted  in  our  land.  Most  of  our  needs  are  satisfied  by  co-
operatives.  Co-operatives  have  started  almost  all  those  economic  activities  that  are 
essential and part of daily requirement of common man, which will facilitate the growth 
and development of community at large. If you consider from the beginning of the day 
the morning milk, sugar for tea, coffee, bread, ration quota for food, to the mattress used 
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for sleeping are the outcomes of various co-operatives. India is considered as the land of 
 co-operatives. 


The growth and progress of the co-operative movement since the enactment of the first 
 co-operative Act is depicted in the following table.   


Table No. 1.1 


Growth and Progress of the Co-operative Movement  
 Year  Number of societies  Number of members 


in thousands 


Working capital 
 (Rs. in lakh) 


1906-07  843  91  24 


1907-08  1357  149  44 


1908-09  1963  180  82 


1909-10  3248  224  125 


1910-11  5321  305  203 


1911-12  8177  403  336 


1914-15  16900  787  647 


1917-18  25192  1090  760 


1918-19  30948  1229  811 


1919-20  38961  1514  968 


1920-21  45371  1746  1176 


1921-22  50018  1967  1337 


1922-23  53787  2095  1481 


1923-24  58732  2307  1661 


1924-25  69305  2624  1968 


1925-26  77802  3052  2302 


1926-27  86671  3416  2706 


1927-28  93651  3774  3021 


1928-29  97752  3996  3252 


1929-30  104300  4308  5171 


1934-35  105710  4322  9461 


1938-39  122000  5370  10647 


1939-40  137000  6080  10710 


1940-41  143000  6400  10932 


1941-42  145000  6740  11242 


1942-43  146000  6910  12114 


1943-44  156000  7690  13221 


1944-45  160000  8360  14663 


1945-46  172000  9160  16400 


1946-47  139140  9101  NA 
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1947-48  149770  10107  15600 


1948-49  163880  12707  17100 


1949-50  173090  12561  23310 


1950-51  181190  13715  17585 


1951-52  185650  13792  30634 


1952-53  189430  14315  32710 


1955-56  240395  17600  46900 


1960-61  332488  34200  131200 


1965-66  346188  51899  NA 


1968-69  325802  60629  NA 


1969-70  317407  61600  NA 


1970-71  320205  64358  NA 


1971-72  322869  66924  NA 


1975-76  308709  85205  NA 


1980-81  326327  117577  2511900 


1981-82  322724  125633  3921200 


1982-83  340048  130152  3355000 


1983-84  344788  136946  3737600 


1984-85  340889  132350  4180900 


1986-87  365773  147082  5423600 


1987-88  357375  154004  6127500 


1988-89  358264  161954  7137900 


1989-90  369483  151971  7942300 


1990-91  373065  145322  NA 


1992-93  394900  179907  NA 


1993-94  395267  189626  12869969 


1994-95  411123  197804  13138438 


1995-96  423546  204489  13678895 


1996-97  431881  218288  14243546 


1997-98  445616  226459  14900867 


1998-99  459523  233854  15678998 


1999-00  479443  238567  16789923 


2000-01  484508  249993  17323456 


2001-02  487010  264345  17867238 


2002-03  498405  279765  18323384 


2003-04  512394  296665  18745385 


2004-05  527386  313357  19629074 


(Source:http://lib.unipune.ac.in:8080/xmlui/bitstream/handle/123456789/2745/10_chap
 ter%204.pdf?sequence=10&isAllowed=y, Co-operation in India, B. S. Mathur, Pankaj 


Naithani, ICR, January,1998 and Growth of co-operative societies in  India by CC 
Suriyadutt, pp. 214, Belgaum)
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1.8  Present Position of the Indian Co-operatives  


As  per  the  estimation  done  by  the  United  Nations  in  the  year  1994,  nearly  3  billion 
 people  are  in  one  or  another  way  connected  to  co-operatives.  Around  800  million 
 individuals were the members of various co-operatives and nearly 100 million jobs were 
 provided  by  co-operatives,  out  of  which  over  13.8  million  jobs  are  provided  in  our 
 country.  More  than  50  percent  of  the  co-operatives  in  the  world  are  in  India.  The  co-
 operatives  are  present  in  almost  all  the  6,00,000  villages  in  India,  covers  nearly  70 
 percent  of  the  households.  Co-operatives  cover  a  range  of  activities  such  as  credit, 
 marketing, processing, diary, fishery, consumer, storage, and etc.  


Today,  there  is  a  marvelous  growth  as  well  as  diversification  in  the  co-operatives.  A 
 tremendous  growth  is  registered  with  regards  to  the  number  of  co-operatives,  its 
 membership, working capital and so on. The present position of the Indian co-operatives 
 is shown in the following table.  


The present position of co-operative movement is depicted in the following table: 


Table No. 1.2 


Indian Co-operative Movement at a Glance: 2016-2017 
 Sr. 


No.  Particulars  Figures 


1 


Total Number of Co-operatives    Actual   8,54,355 


Of Total, Defunct/Dormant      Actual  52,440 


Credit Co-operatives (All Types)   Actual  177,605 


Non-Credit Co-operatives (All Types)   Actual  676,750 


2  Total Membership of Co-operatives   Million  290.06  


3 


Credit Co-operative (All Types)   Million  206.16  


Non-Credit Co-operatives (All Types)   Million  83.921  
 4  Share Capital (All Level & All Types)   Million  Rs.4,06,886.8  
 Share Capital of Primary Non-Credit Co-operatives   Million  Rs. 13,15,05 2  
 5  Working Capital (Credit + Non Credit)   Million  Rs.125,36,174  
 6 


National Level Co-operative Federations   Actual  17 


State Level Co-operative Federations   Actual  390 
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District Level Co-operative Federations   Actual  2,705 


Multi State Co-operative Societies   Actual  1,435 


7 


Primary Agricultural Credit Societies (PACS)   Actual  97,961 


PACS (Viable)   Actual  64,438 


PACS (Potentially Viable)   Actual  18,101 


8  No. of Villages Covered by PACS   Actual  6,44,458 


9 


PACS (Membership)   Million  131.23  


PACS (Total Paid up Share Capital)   Million  Rs. 1,41,215  


PACS (Govt. Participation)   Percentage 5.87% 


PACS (Total Deposits)   Million  Rs. 846,163  


PACS (Storage Capacity) in Million MT   Million  6.26 MT 
 10  Total Co-operative Storage Capacity   Million  22.77 MT 


11  Total Kisan Credit Card Issued   Million  71.474  


Kisan Credit Card Issued by Co-operatives   Million  35.883  
 12  Amount Disbursed by Co-operatives (2016-17)   Million  Rs. 14,27,580  


(Source: Indian Co-operative Movement, A Statistical Profile-2018. Published by 
 National Co-operative Union of India, New Delhi, 15th edition.) 


1.9  Significance of Co-operatives in India   


The Indian co-operative movement has made a significant progress since its launched in 
 India in 1904. The Indian co-operative movement is considered to be the world‟s largest 
 movement covering almost 98% of rural India and having more than 8.50 lakh societies 
 with  the total  membership of  about  290 Million.  Co-operatives  are  treated as  a unique 
 tool for achieving socio economic development in a country.    


The  Indian  co-operative  credit  system  is  the  largest  in  the  world.  Co-operatives  have 
advanced  more  credit  in  the  Indian  agricultural  sector  than  commercial  banks.  The 
village  co-operative  societies  provide  strategic  inputs  for  the  agricultural  sector, 
consumer  societies  to  meet  their  consumption  requirements  at  a  concessional  rates, 
marketing  societies  to  help  the  farmers  to  get  remunerative  prices  and  co-operative 
processing  units  to  help  in  value  additions  to  the  raw  products,  etc.  In  addition,  co-
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operative  societies  are  helping  in  building  up  of  storage  go-downs  including  cold 
 storages, rural roads and in providing facilities like irrigation, electricity, transport and 
 health.   


Some of the sectors where the co-operatives dominate include fertilizer production and 
 distribution, sugar production, marketing and distribution of cotton, weaving and edible 
 oils. The Indian co-operative dairy industry has become the largest producer of milk in 
 the  world.  Co-operatives  are  also  entering  the  insurance  sector.  Co-operatives  have 
 made a good progress especially in the agriculture sector. 


The  most successful co-operative in India is Amul. The Amul model  is also known as 
 the Anand Pattern. The AMUL model has made India the number one milk producer in 
 the world. Another success is in the fertilizer sector. IFFCO was registered as a multi-
 unit co-operative in 1967 and is engaged in the production and distribution of fertilizers 
 to  farmers.  It  has  four  plants  in  the  country  located  at  Kalol  (Gujarat),  Phulpur  and 
 Aonla  (UP)  and  Kandla  (Gujarat).    Around  20%  of  the  country‟s  fertilizers  output  is 
 produced by IFFCO.  


Today, Co-operatives cover almost all the Indian villages and more than 70 percent of 
 total  rural  household  in  the  country.    Their  contribution  in  the  national  economy  has 
 always remained appreciable.  


The  share  of  various  co-operatives  in  the  national  economy  is  stated  in  the  following 
 table:  


Table No. 1.3 


Percentage Share of Co-operatives in National Economy 
 Sr. 


No.  Co-operatives  Percentage 


1  Rural Network Covered by Co-operatives   98.00 


2  Rural Network (Villages Covered by PACS)   90.80 


3  Total Agricultural Credit Disbursed by Co-operatives 


 (2016-2017)   13.40 


4  Short Term Agricultural Credit Disbursed by Co-operatives to 


Small and Marginal Farmers   19.13 


5  Kisan Credit Cards Issued by Co-operative  Banks + Regional 


Rural Bank (as at end- March 2017)  67.30 



(34)19 


6  Kisan Credit Cards Issued by Co-operatives (as at the end - March, 


2017)   50.20 


7  Fertiliser Distributed (2016-2017) Estimated   35.00 
 8  Fertiliser Production Capacity  


(5.35 Million Tonnes for the year 2016-2017)   24.92 
 9  Fertiliser Production (51.62 Million Tonnes for the year  


(2016-17)   28.80 


10  Capacity of Fertiliser Products  


(10.77 Million Tonnes for the year 2016-2017)   20.32 
 11  Installed Number of Sugar Factories (284 as on 31.3.2017)   38.63 
 12  Sugar Produced (5.654 Million Tonnes as on 31.3.2017)   30.60 
 13  Capacity Utilisation of Sugar Mills (As on 31.3.2017)   46.14 
 14  Liquid Milk Marketed out of total Milk Procured by Co-operatives   84.17 
 15  Milk procurement to total production (2016-17)   09.50 
 16  Milk procurement to marketable surplus (2016-17)   17.50 
 17  PACS having Storage facility (at village level) (2016-17)   55.50 
 18  Total Storage Capacity of Co-operative Sector (2016-17)  


22.77 Million MT   14.79 


19  Fishermen in Co-operatives (active)   20.05 


20  Wheat Procurement (4.4 Million Tonnes during 2017-18)   13.30 
 21  Paddy Procurement (7.5 Million Tonnes during 2016-17)   20.40 


22  Retail Fair Price Shops (Rural + Urban)   20.30 


23  Spindleadge in Co-operatives (3.56 Million - As on 31.3.2018)     29.34 
 24  Direct Employment Generated by Co-operatives   13.30 


25  Self-employment Generated for persons  10.91 


(Source: Indian Co-operative Movement, A Statistical Profile-2018. Published by 
National Co-operative Union of India, New Delhi, 15th edition.) 
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Fig. No. 1.1 


Organizational Composition of Co-operatives in India 


General Co-operative Structure 
 National level Federation 


State Level Federation 
 District Level Federation 


Primary Co-operatives 
 Members 


Urban Credit Co-operative Structure 
 National Federation for the Urban Co-


operatives 


Co-operative Bank of India (7th All India 
 Conference of Urban Co-operative Banks 
 and Credit Societies demanded an Apex 


Cooperative Bank of India at National 
 level) 


State Federation of Urban Co-operatives 


State Co-operative Bank 
 District Central Co-operatives Banks 


Urban Co-operative Bank 
 Members 


Regional Office for Asia and the pacific (ROAP) New Delhi established in 1960 
 National Co-operative Union of India (NCUI) Apex organization of the Indian 


Co-operative Movement (Originated in 1929) 


International Co-operative Alliance (ICA) Head Office in Geneva and established on 18th 
August, 1895. 
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1.10  Origin of Urban Credit Co-operative Movement in India 


The  history  of  Urban  credit  movement  in  India  originated  somewhere  close  to  the 
 nineteenth  century  with  the  formation  of  first  mutual  aid  society  which  was  known  as 


“Anyonya  Sahakari  Mandal”  on  5th  February,  1889,  by  a  middle  class  Maharashtrian 
 family  in  the  state  of  Baroda.  This  society  was  formed  under  the  guidance  of  Shri. 


Vithal  Laxman  Kavthekar.  Soon  after  the  enactment  of  Co-operative  Credit  Societies 
 Act,  1904,  legal  status  was  granted  to  societies.  The  first  urban  credit  co-operative 
 society  was  registered  in  the  month  of  October,  1904  under  the  Act  of  1904,  in 
 Conjeevaram  in  the  province  of  the  Madras  State  –  presently  known  as  Chennai.  In 
 October, 1904 the first urban co-operative bank by name “Kancheepuram Urban Bank” 


was started in Chengalput district of Tamil Nadu marking the beginning of urban credit 
 co-operative movement in India. 


Then in the year 1905 (18-10-1905) The Betegiri Co-operative Credit Society in Gadag 
 Taluka  of  the  Dharwar  district  (now  in  Karnataka)  was  registered  under  this  Act, 
 followed by Bangalore City Co-operative Credit Society in Mysore State, in December 
 1905, then in the  year 1906 the Bombay Urban Co-operative Credit Society registered 
 on  23-01-1906.  Many  urban  credit  co-operatives  were  started  in  Madras  and  Bombay 
 provinces during the period 1919-1938. 


The  real  growth  and  progress  of  urban  co-operative  credit  societies  was  seen  after  the 
 Maclagan  committee  submitted  its  report  in  1915.  The  Government  of  India  formed  a 
 committee in 1914 under the Chairmanship of Sir E.D. Maclagan, Indian civil servant to 
 ensure  whether  the  progress  of  co-operative  movement  is  on  sound  lines.  Maclagan 
 committee submitted classic report taking into consideration the various problems faced 
 by  urban  credit  co-operatives  in  the  prevailing  circumstances  and  offered  following 
 suggestions  for  efficient  and  effective  working  and  success  of  co-operative  societies; 


which are as under- 


1.  It  is  necessary  for  each  member  to  have  good  knowledge  of  principles  of  co-
 operation. 


2.  Honesty  of  person  shall  be  given  top  priority  during  enrolment  as  a  member  and 
further during granting of loan. 
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3.  Society should conducts business with its members only. 


4.  Loans  should  be  granted  only  for  productive  purpose  and  there  should  be  proper 
 follow up to confirm that loan is used for same purpose. 


5.  One member one vote shall be followed during election. 


6.  Society  must have  main aim of developing thrift and inculcate saving habit among 
 its members. 


1.11 Structure of Co-operatives 


The co-operative structure in India consists of various types of co-operative societies. At 
 the  bottom  of  this  structure  are  the  primary  societies,  which  render  different  types  of 
 services.  Of  this  large  number  about  80%  is  concerned  with  agriculture.  Majority  of 
 which, about 60% deal with credit only. Thus a large majority of primary societies are 
 related  to  agriculture  and credit.  They  perform  various  functions  such  things  as  credit, 
 irrigation, marketing, transports, etc. 


These co-operatives are generally divided into two groups  
 i)  Credit Co-operative societies      
 ii)  Non-Credit Co-operative societies. 


Each of these two sub groups is further split up into two groups namely:- 
 i)  Agricultural Societies       


ii)  Non - Agricultural Societies      


Agricultural societies (both credit and non- credit) are found in rural areas whereas Non 
agricultural  societies  (both  credit  and  non-credit)  are  found  in  urban  and  semi  urban 
areas. For supervision and financial assistance to co-operative credit societies, there are 
central banks and state co-operative banks. The central banks supervise the functioning 
of the primary societies of a district and offer financial assistance to them. Their capital 
is drawn from public deposits, share capitals and loans from other sources. Because of 
variety of sources from which these banks can draw money, they act as a link between 
co-operative  societies  and  the  money  market.  They  function  as  balancing  centers  by 
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