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The introduction of co-operative sector is created remarkable and 

development achievements of the people in Tamil Nadu among their various 

organisation. But it has its own demerits also. It is now increasingly recognized 

that the co-operative system in India has the capacity and potentiality to 

neutralise the adverse effects emerging from the process of globalisation. After 

economic liberalisation under the new economic environment, co-operative at all 

levels are making efforts to reorient their functions according to the market 

demands. The failure of the public sector in several cases is a worrisome trend. 

Privatization has also failed to make an impact in the rural areas. Therefore there 

is great hope on the co-operative sector. The co-operative banking sector has been 

developed in the country to supplement the village money lenders. By nature, 

the basic principles of co-operative movement is not only the economic 

movement but also concerned with social morality. It is used to establish a 

truthful welfare state. By appearance though, co-operative movement is planned 

to help the people who were suffering from poverty. It is not a charitable 

organisation. In fact co-operative organisation is an important business 

organisation. Co-operative movement increases the business ability of small scale 

labours. It also creates social leaders. The Co-operative Bank or Primary 

Agricultural Bank is very helpful to village or rural area people. This bank 
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provides various type of credit to members. The purpose of the credit facility is 

only to uplift the socio, economic life of the rural people. More number of loans is 

issued for the agricultural purpose from Primary Agricultural Co-operative 

Bank. It makes agriculture a prosperous occupation and assures a bright future 

to farmers. 

 

The introduction of co-operative sector is created remarkable and development 

achievements of the people in Tamil Nadu among their various organisation. But 

it has its own demerits also. It is now increasingly recognized that the co-

operative system in India has the capacity and potentiality to neutralise the 

adverse effects emerging from the process of globalisation. After economic 

liberalisation under the new economic environment, co-operative at all levels are 

making efforts to reorient their functions according to the market demands. The 

failure of the public sector in several cases is a worrisome trend. Privatization has 

also failed to make an impact in the rural areas. Therefore there is great hope on 

the co-operative sector. 

The causes of slow progress and highlight the emerging role and 

challenges of the co-operative sector. In comparison to the step-motherly 

treatment of the past, co-operative are now considered an important plank of 

development. The government is committed to co-operative development. The 

co-operative have inherent advantages in tackling the problems of poverty 

alleviation, food security and employment generation.1 Co-operative is also 

considered to have immense potential to deliver goods and services in areas 

where both the state and the private sector have failed. The paper focuses on 

several pitfalls and shortcomings like: poor infrastructure, lack of quality 

management, over-dependence on government, dormant membership, non-

conduct of elections, lack of strong human resources policy, absence of 

professionalism, etc. It suggests to evolve strong communication and public 
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relations strategies which can promote the concept of co-operation among the 

masses.2 It should also push forward by developing effective strategies to 

overcome existing weaknesses and for continuing growth of the sector. The 

paper makes an assessment of the future prospects of the co-operative sector of 

India.3 

Medium term loan provided to reform the land, construct the border of 

lands for the improving of agriculture, provide small irrigation facilities, 

purchase cattle, instruments and equipments, construct farm houses, animal 

sheds, repay the small loans obtained form the bank, construct poultry, fishfarm, 

bee-keeping and sericulture and purchase land. In the year 2006 the Tamilnadu 

government provided 7000 crores as medium term loan.4 

Around the world modern co-operative have developed for over 200 

years. Co-operative institutions exist all over the world providing essential 

services which would otherwise be unattainable. In many Third World countries, 

co-operative such as credit unions and agricultural organisations have been very 

successful in helping people to provide for them where private and other 

corporate capitals do not see high profitability. In 90 countries of the world, over 

700 million individuals are members of co-operative institutions. Globally,  

co-operative have been able to elevate its position as a powerful economic model. 

In some countries they are a sizeable force within the national economy.5 

India has basically an agrarian economy with 72% of its total population 

residing in rural areas. The rural people need lot of services in daily life which 

are met by village co-operative societies. The seeds of co-operation in India were 

sown in 1904 when the first Co-operative Societies Act was passed.6 Since then, 

the co-operative movement has made significant progress. Co-operative has 

extended across the entire country and there are currently an estimated 230 

million members nationwide. The co-operative credit system of India has the 

largest network in the world and co-operative have advanced more credit in the 
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Indian agricultural sector than commercial banks. The village co-operative 

societies provide strategic inputs for the agricultural sector, consumer societies 

meet their consumption requirements at concessional rates; marketing societies 

help the farmer to get remunerative prices and co-operative processing units help 

in value additions to the raw products etc. In addition, co-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.7 

Various development activities in agriculture, small industry marketing and 

processing, distribution and supplies are now carried on through co-operative. In 

fertilizer production and distribution the Indian Farmers Fertiliser Co-operative 

(IFFCO) commands over 35 percent of the market. In the production of sugar the 

Co-operative share of the market is over 58 percent and in the marketing and 

distribution of cotton they have a share of around 60 percent. The co-operative 

sector accounts for 55 percent of the looms in the hand-weaving sector. 

Co-operative process, market and distribute 50 percent of edible oils. Dairy 

Co-operative operating under the leadership of the National Dairy Development 

Board and through 15 state co-operative milk marketing federations has now 

become the largest producer of milk in the world. The groundwork for this was 

laid in the early 1970’s when the largest dairy development programme in the 

world - Operation Flood - was launched. Operation Flood was a national 

marketing strategy linked to a dairy infrastructure development programme that 

created a chain of dairy processing plants, collection stations and a national milk 

transportation grid. With the passage of the Insurance Act, co-operatives have 

been allowed to entry into the insurance business. Insurance is a field where the 

immense potential of co-operatives still remains untapped. The Indian Farmers 

Fertiliser co-operative has recently teamed up with a Japanese company and 

formed a joint venture for undertaking general insurance business in India.8 
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This signifies that Indian co-operatives have come of age in formulating 

strategic alliances. Thus the co-operative societies in India in fact are playing 

multi-functional roles both in rural and urban areas. An Expert Group 

constituted by the Government of India in 1990, recommended i) to facilitate 

building up of integrated co-operative structure; ii) to make the co-operative 

federation organisations responsive towards their members; iii) to minimize 

government interference and control in the functioning of co-operatives and iv) 

to eliminate politicization from the co-operative sector. Based on the 

recommendations, the central government enacted the Multi State Co-operative 

Societies Act, 2002 which provided for democratic and autonomous working of 

the co-operatives, which came into force with effect from August 19, 2002. 

Various development activities in agriculture, small industry marketing and 

processing, distribution and supplies are now carried on through co-operatives. 

The co-operatives in India have made an all-round progress and their role 

in, and contribution to agricultural progress has particularly been significant.9 

The Co-operative structure in India consists of different constituents. At 

the bottom of this structure there are the primary societies which render various 

types of services. Of this large number about 80% is concerned with agriculture. 

Most of these societies, about 60% deal with credit only.10 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 are 

generally divided into two groups (i) credit societies and (ii) non credit societies 

Each of these two sub groups is further split up into sub groups: a) agricultural 

societies and (b) non -agricultural societies. Agricultural societies (both credit and 

non credit are found in rural areas, but non agricultural societies both credit and 

non credit) are found in urban areas. For supervision and financial assistance to 

co-operative credit societies there are central banks and state co-operative 

banks.11 The central banks supervise the functioning of the primary societies of a 
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district or art 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 diverting funds of surplus societies to the needy societies. 

They also perform ordinary banking functions also. 

At the top of the co-operative credit is the state co-operative bank, at the 

state level, known as the apex bank. It controls the working of central banks and 

provides finance to them. It also acts as the link between reserve bank of India 

from which it, borrows and the central banks and primary societies. It directs the 

co-operative movement in the state.12 Its capital comes from share capital, public 

deposits and loans and advances from the state and Reserve bank of India. The 

National Co-operative Union of India is the apex organisation promoting the co-

movement in the country. All the above three types of institutions are concerned 

with short and medium term credit of people. Long term loans are given by Land 

Development Banks, which has a unitary structure having branches at different 

places. These banks obtain their funds from share capital, reserves, deposits, 

issue of bonds and debentures. However the major part of their resources is 

drawn from the floating of ordinary debentures in the market. The investors in 

these debentures are LIC, commercial banks, co-operative banks, central and 

state governments and Reserve bank of India, co-operation in a vast country like 

India is of great significance because.13 
It is an organisation for the poor, illiterate 

and unskilled people, it is an institution of mutual help and sharing, 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 and It creates conducive environment for small and cottage 

industries. 
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The agricultural co-operative credit structure in the Tamil Nadu State is 

broadly divided into two sectors, one dealing with the short-terms and medium-

terms finance and the other with the long-term credit. In the State, the short-term 

and medium-term credit structure is based on a three-tier system, i.e., the Apex 

Co-operative Bank at the State level, the Central Co-operative Bank at the 

district/tehsil level and the Primary Agricultural Credit Societies at the village 

level. The major objectives of the primary agricultural credit service societies are 

to supply agricultural credit to meet the requirements of funds for agricultural 

production, the distribution of essential consumer commodities, the provision of 

storage and marketing facilities and for light agricultural implements and 

machinery.14 Owing to an increasing emphasis on the development of land and 

agriculture, long term co-operative credit has assumed great importance. There is 

the Tamil Nadu State Land Mortgage Bank at the Apex and the Tamil Nadu 

Mortgage Bank at the district/tehsil level. These Primary Land Mortgage Banks 

advance loans to the farmers for long term purposes. At the operational level, 

there exists a primary co-operative extend credit to the farmer. This unit 

epitomizes the vitality and service potential of the Co-operative Movement in 

India. The organisation of these societies dates back to 1904, when the first Co-

operative Societies Act was passed. These societies were started with the object of 

providing cheap credit to the agriculturists in order to free them from the 

clutches of the rapacious moneylenders. The agricultural primary credit society 

is the foundation-stone on which the whole Co-operative edifice is built. Even 

now these societies dominate the Co-operative picture. The first Agricultural 

Credit Society in the Madras District was registered on 4th October 1911. 

Originally, the movement was confined to the credit societies only and, thus, 

credit dominated till the partition (1947). After the partition, the co-operative 

movement began to spread to other field, viz labour, construction and farming. 

In 1979-80, the number of agricultural co-operative credit societies in the district 
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was 309 with a membership of 1,21,761. The loan advanced during the same year 

amounting to Rs. 2,180.35 lakh and the deposits to Rs. 26.84 lakh.15 

Agricultural Non-Credit Societies while credit is and must remain for 

some time the chief concern of the co-operative movement relatively slow, since 

1912, when the non-credit societies were brought officially under the aegis of the 

movement. The World War II (1939-1945) came as a God send boon with respect 

to the development of the co-operative movement. Prices of agricultural goods 

began to rise and touched new peaks. The repayment of loans was accelerated 

and deposits began to pour in. The number of societies also rose. Another 

interesting development in co-operative during the War was the extension of the 

movement to non-credit activities, viz. consumer’sco-operative marketing 

societies, consolidation societies, etc. The number of agricultural non-credit 

societies in the district was 38 in 1978-1979.16 

The essence of the co-operative movement is that it gives the farmers the 

status of shareholders and assures them agricultural, educational and medical 

facilities. Under the Tamil Nadu State Co-operative Act, a minimum of 11 

farmers is required to form a co-operative.17 Today the shareholder membership 

averages between 15,000 and 25,000 farmers. The relationship between the 

shareholder farmer and the co-operative is simple - the farmer is committed to 

contributing a certain amount of cane per season and the mill is bound to take 

this cane. The strength of the movement was the involvement of the farmers who 

were shareholders in the sugar mill regardless of the size of their holdings. Over 

the years, this truly democratic idea got corrupted and farmers with larger 

holdings grew more powerful. In practice, this altered the power structure of the 

co-operatives. In the elections to the governing bodies of the sugar factories, 

money became such a powerful tool that the top posts of chairman and vice-

chairman usually went to the richest farmers even though the majority of 

members were farmers with small- or medium-sized holdings.18 
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People are not well informed about the objectives of the movement, the 

contributions it can make in rebuilding the society and the rules and regulations 

of co-operative institutions. Unfortunately, no special efforts have been made in 

this direction. People look upon these institutions as means for obtaining 

facilities and concessions from the government So long as people expect to get 

something from the government, they see to it that societies somehow continue 

to function. Lack of education, dirty politics of the village, casteridden elections 

to the offices of co-operative societies, bureaucratic attitudes of the government 

officers at the lower rank are some of the hurdles in spreading thecorrect 

information about the co-operative movement and in educating the people abut 

its true character and vital role in the society.22 

The co-operative banking sector has been developed in the country to 

supplement the village money lenders. By nature, the basic principles of co-

operative movement is not only the economic movement but also concerned with 

social morality. It is used to establish a truthful welfare state. By appearance 

though, co-operative movement is planned to help the people who were 

suffering from poverty. It is not a charitable organisation. In fact co-operative 

organisation is an important business organisation. Co-operative movement 

increases the business ability of small scale labours. It also creates social leaders. 

The Co-operative Bank or Primary Agricultural Bank is very helpful to village or 

rural area people. This bank provides various type of credit to members. The 

purpose of the credit facility is only to uplift the socio, economic life of the rural 

people. More number of loans is issued for the agricultural purpose from 

Primary Agricultural Co-operative Bank. It makes agriculture a prosperous 

occupation and assures a bright future to farmers. 
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