
 

India's Cooperative Movement  
The cooperative movement in India, with its roots deeply embedded in the agricultural sector, 

stands as a testament to collective action and community empowerment. From facilitating credit ac-
cess for farmers to venturing into diverse sectors, cooperatives have evolved into formidable drivers of 
grassroots development. With 844,000 registered cooperatives spanning 30 sectors, these member-
owned enterprises play a crucial role in India's socio-economic fabric. Understanding their evolution, 
significance, the new policy framework, inherent challenges, and potential way forward is vital for any 
civil services aspirant.  
Explaining Cooperatives in India  

At its core, 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 demo-
cratically-controlled enterprise. In India, cooperatives are primarily governed by the Cooperative Socie-
ties Act, 1912, and various state-specific cooperative laws.  

Historically, the movement gained 
prominence in the early 20th century, largely in 
response to rural indebtedness and the exploi-
tation by moneylenders. Early cooperatives fo-
cused on providing agricultural credit, leading 
to the formation of Primary Agricultural Credit 
Societies (PACS). Over time, their scope ex-
panded to include marketing, processing, con-
sumer goods, housing, dairy, fisheries, hand-
looms, and more recently, even digital services. 
The 'Amul' model, a shining example of a dairy 
cooperative, perfectly illustrates the potential 
for value creation and farmer empowerment 
through this model.  
Significance of Cooperatives in India  

The significance of cooperatives in India 
is multi-faceted and profound -   
Financial Inclusion and Poverty Alleviation -  
Cooperatives, especially PACS, have been in-
strumental in providing credit and financial 
services to the unbanked and underserved ru-

ral population, reducing their reliance on informal credit sources.  
Economic Empowerment -  They enable small producers and consumers to achieve economies of 
scale, access markets, and negotiate better prices for their produce or procure goods at competitive 
rates. This empowers local communities and enhances their economic well-being.  
Grassroots Development -  Cooperatives foster local leadership, promote democratic functioning, and 
encourage community participation in decision-making, leading to sustainable grassroots develop-
ment.  
Employment Generation -  They create direct and indirect employment opportunities, particularly in ru-
ral and semi-urban areas, contributing to livelihood security.  
Social Cohesion -  By bringing people together for a common purpose, cooperatives promote social 
harmony, mutual aid, and a sense of community ownership.  
Bridging Market Gaps -  They often step in where the private sector finds it unprofitable or inefficient to 
operate, especially in niche markets or remote areas.  
The New National Cooperative Policy 2025 -  Vision and Important Provisions  



 

Recognizing the need to revitalize and modernize India's cooperative sector, the government un-
veiled the National Cooperative Policy 2025, building upon the first policy rolled out in 2002. This policy is 
a comprehensive attempt to unlock the sector's full potential with a 20-year vision.  
Key Vision and Objectives  
Expansion and Inclusivity -  The policy aims to increase the number of cooperatives by 30%, ensuring 
the presence of at least one cooperative in every village. A highly ambitious goal is to bring 500 million 
citizens, currently inactive or non-members, into active participation.  
Strengthening Governance -  It emphasizes timely elections within cooperative societies to counter 
chronic inefficiencies and political interference.  
Deepening Service Delivery -  A crucial aspect is strengthening the role of PACS by designating them 
"implementing agencies" for various government schemes, thereby deepening service delivery at the 
grassroots.  
Enhancing Global Competitiveness -  The policy seeks to unlock the marketing and export potential of 
cooperatives, especially in high-quality products like dairy, spices, handicrafts, and organic produce. It 
aims to achieve this through promoting aggregation, standardization, better branding, and improved 
logistics.  
Important Provisions and Initiatives  
State-Level Reforms -  Recognizing cooperatives as primarily a state subject, the policy encourages 
states to reformulate their state cooperative policies and digitize all cooperative processes.  
National Cooperative Exports Ltd (2023) -  This pivotal development aims to provide technical assis-
tance, enable economies of scale, and serve as a credible export platform for small cooperatives, ad-
dressing issues of poor branding and limited awareness of international standards.  
Computerization of PACS -  This initiative is crucial for enabling PACS to access online markets, digital 
banking, and improve their overall efficiency.  
Model Bye-laws -  Creation of model bye-laws aims to make PACS multipurpose, allowing them to di-
versify their activities beyond just credit.  
Decentralized Grain Storage Programme -  The launch of the world's largest decentralized grain-stor-
age programme underscores the government's commitment to strengthening agricultural cooperatives.  
Tribhuvan Sahkari University -  The establishment of this university is a significant step towards filling 
skill development and innovation capacity gaps within the cooperative sector.  
Challenges Faced by Cooperatives  

Despite the ambitious vision, several foundational challenges need to be addressed for the long-
term success of the cooperative movement -   
Defunct PACS -  A significant concern is that nearly 40% of PACS are currently defunct, indicating a se-
vere issue with viability and governance.  
Limited Digital Adoption -  Despite efforts, there is limited adoption of digital tools, restricting access to 
online markets and digital banking, particularly in rural areas.  
Weak Institutional Capacity -  Many cooperatives suffer from weak institutional capacity, lacking pro-
fessional management, modern infrastructure, and robust internal controls.  
Financing Constraints -  Access to adequate and timely finance remains a major hurdle, deterring ex-
pansion and diversification into new areas.  
Technological Infrastructure and Human Capital -  Most cooperatives lack the necessary technological 
infrastructure and skilled human capital to scale up operations or foster innovation.  
Regulatory Uncertainty and Overlap -  A critical challenge, particularly for cooperative banks, is dual 
regulation by both the Reserve Bank of India and state registrars. This overlapping jurisdiction leads to 
compliance issues and regulatory arbitrage. As cooperatives expand into new areas like insurance, this 
potential for regulatory overlap looms even larger.  
Political Interference -  Chronic political interference in the management and elections of cooperative 
societies often undermines their democratic functioning and efficiency.  



 

Lack of Awareness and Member Participation -  Despite the goal of increasing membership, many 
members remain inactive or unaware of their rights and responsibilities, impacting the democratic 
character of cooperatives.  
Way Forward and Conclusion  
To truly realize the vision of the National Cooperative Policy 2025, a concerted and multi-pronged ap-
proach is required -   
Revitalization of Defunct PACS -  A targeted strategy for the revival of defunct PACS, including financial 
restructuring, governance reforms, and capacity building, is paramount.  
Accelerated Digital Transformation -  Incentivizing and facilitating the adoption of digital tools, includ-
ing online platforms for marketing and banking, is crucial for market access and efficiency.  
Professionalization of Management -  Emphasis on recruiting and training professional managers, im-
plementing modern management practices, and reducing political interference in day-to-day opera-
tions.  
Enhanced Financial Support and Diversification -  Providing easier access to credit, promoting innova-
tive financing mechanisms, and encouraging diversification into new, high-growth sectors.  
Addressing Regulatory Gaps and Overlaps -  A clear framework is needed to streamline regulation, par-
ticularly for cooperative banks and new ventures, ensuring a single, coherent regulatory authority where 
possible, or clearly demarcating responsibilities.  
Capacity Building and Skill Development -  Leveraging institutions like Tribhuvan Sahkari University to 
provide quality education, training, and research in cooperative management, technology adoption, 
and marketing.  
Promoting Member Education and Active Participation -  Launching campaigns to raise awareness 
among members about their rights, responsibilities, and the benefits of active participation.  
Strengthening Marketing and Branding -  Providing support for branding, quality control, and adher-
ence to international standards to enhance the global competitiveness of cooperative products.  
Data-Driven Policy Making -  Regular assessment and evaluation of policy implementation, using data 
to identify bottlenecks and refine strategies.  

In conclusion, India’s cooperative movement stands at a crucial juncture. The National Coopera-
tive Policy 2025 offers a robust framework to invigorate the sector and propel it towards greater inclusive 
growth and global competitiveness. However, the successful implementation of this vision hinges on ef-
fectively addressing the deep-rooted structural, financial, and regulatory challenges. A strong political 
will, coupled with sustained efforts towards professionalization, digitization, and transparent governance, 
will be key to transforming India's cooperatives into truly vibrant and impactful engines of sustainable 
development. For civil services aspirants, understanding this dynamic interplay of policy, potential, and 
challenges is essential for comprehending India's developmental trajectory.  
Main Practice Question  
1. Critically examine the significance of India's cooperative movement and assess the efficacy of the 

National Cooperative Policy 2025 in addressing its foundational challenges.  
Answering Guidelines  
Approach -  Your answer should be structured to provide a comprehensive analysis, demonstrating a 
clear understanding of both the strengths and weaknesses of the cooperative sector and the policy.  
1. Introduction (Approx. 20-30 words) -  Briefly define cooperatives and their historical context in India.  

State the core argument – their importance and the policy's aim.  
2. Body  
1. Part 1 -  Significance of India's Cooperative Movement (Approx. 100-120 words) -   
Economic Empowerment -  Discuss role in credit access (PACS), market access for producers (e.g., 
dairy, handlooms), and reducing exploitation.  
Social Impact -  Highlight financial inclusion, poverty alleviation, women's empowerment, and 
community development.  
Democratic Values -  Mention grassroots democracy and local leadership.  



 

Diversification -  Note expansion beyond agriculture into various sectors.  
Use examples like Amul (dairy) to substantiate points.  
2. Part 2 -  National Cooperative Policy 2025 - Vision and Efficacy (Approx. 120-150 words) -   
Vision -  State key objectives like expansion (30% increase, one in every village), bringing in inactive 
members, and strengthening governance.  
Key Provisions/Initiatives -   
1. Strengthening PACS -  Role as "implementing agencies" for government schemes.  
2. Marketing & Export -  National Cooperative Exports Ltd (2023), focus on aggregation and 

standardization.  
3. Digitization -  Computerization of PACS.  
4. Skill Development -  Tribhuvan Sahkari University.  
5. Decentralized Grain Storage.  
6. Efficacy Assessment (Critical Examination) -  Evaluate how effectively these provisions could 

address the challenges. Acknowledge the positive intent but immediately transition to challenges.  
3. Part 3 -  Foundational Challenges (Approx. 100-120 words) -   
1. Internal Weaknesses -   
Defunct PACS -  High percentage of non-functional societies.  
Governance Issues -  Chronic inefficiencies, political interference, lack of professional management, 
timely elections.  
Lack of Digital Adoption -  Restricting market access and banking in rural areas.  
Weak Institutional Capacity & Financing -  Constraints on expansion, innovation, human capital.  
2. External/Systemic Issues -   
Regulatory Uncertainty -  Dual regulation (e.g., cooperative banks by RBI and state registrars), leading 
to compliance issues.  
Lack of Awareness/Participation -  Inactive members.  
4. Part 4 -  Way Forward/Recommendations (Approx. 80-100 words) -   
Governance Reforms -  Ensure timely elections, professionalize management, reduce political 
interference.  
Financial & Infrastructure Support -  Revitalize defunct PACS, provide adequate funding, invest in 
technology.  
Regulatory Clarity -  Streamline regulatory framework, potentially single-window clearance or clear de-
marcation of roles.  
Capacity Building -  Skill development, training, and awareness campaigns for members.  
Market Linkages -  Aggregation, branding, and export promotion.  
5. Conclusion (Approx. 20-30 words) -  Summarize the potential of the cooperative movement. Reiter-
ate that successful implementation of the policy, by effectively tackling challenges, is crucial for inclu-
sive growth.  
General Tips  
Keywords -  Use relevant keywords like "financial inclusion," "grassroots development," "democratic func-
tioning," "regulatory overlap," "digitization," etc.  
Structure -  Use clear headings/subheadings or distinct paragraphs for better readability.  
Analytical Tone -  Maintain a critical yet balanced perspective.  
Word Limit -  Adhere strictly to the overall word limit (typically 150-250 words for a 10-marker, 250-400 
words for a 15-marker, depending on the specific exam and question type). Adjust section lengths ac-
cordingly.  
Examples -  Weave in relevant examples from the article (e.g., PACS, Amul, National Cooperative Exports 
Ltd) to strengthen your arguments.  
 


