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Indian Financial Co-operatives
A brief  overview
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´ The concept of cooperatives emerged with the establishment of the
Cooperative Societies Act, 1904 in India, to fulfil the financial needs of rural,
semi-urban and remote areas.

´ India has a substantial number of cooperative societies which stand today as
an epitome of success in cooperative movement. To name a few-AMUL
cooperative society, IFFCO, KRIBHCO-which are among the 300 largest
cooperative societies of the world.

´ The cooperatives contribute substantially to the GDP of the Country. With 98%
coverage in rural India, cooperatives are the mainstay of rural economy in
India.

´ Out of 3 million cooperatives in the world, 0.86 Million are in India and about
1.3 Billion people are directly associated with them.

´ The Government of India, Reserve Bank of India, and Financial institutions like
NABARD, NAFSCOB play a very crucial role in nurturing the cooperatives in
India.

´ The NAFSCOB(National Federation of state co-operative Banks) was
established in India in 1964 to facilitate the operations of state and Central
Cooperative Banks in general and development of Co-operative credit in
particular.

´ Very recently, the Government of India has created separate Cooperation
ministry, and also recognized that Cooperatives have a major contribution
towards realization of the 5 trillion dollar economy goal of India.
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Structure of financial Co-
operatives in India
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Evolution of Cooperatives in 
INDIA
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´ Cooperatives had a very humble beginning in India, with principles
such as Self-help, Self-governance & Self-responsibility.

´ They have experienced a mushroom growth in, with a massive
diversification in all spheres of the economy be it Primary,
secondary or tertiary.

´ Today, Cooperative movement in India is the largest in the world
and has permeated to all walks of life-agriculture, horticulture,
credit and banking, housing, irrigation, dairy, international trade,
exports, information technology etc.

´ In the age of information, Artificial Intelligence and Machine
learning, the cooperatives have left no stone unturned to match
with the commercial banks. The Information technology has been in
utilization to the highest level to provide all kinds of efficient and
convenient credit services to the people.
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Digital products being offered by 
Cooperatives
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´ Apart from having a robust Core Banking structure, the Cooperatives in India
have adopted a multitude of Digital banking products to the customers.

´ Also, Cyber security framework has been embraced to safeguard the interests of
the masses and to gain confidence of the people in digital transactions.

´ Cooperatives have been actively participating in various central schemes of
Financial inclusion to bring more and rural/untapped customer base into the fold
of digital banking.

´ Financial Cooperatives have established robust cybersecurity measures along
with risk assessment protocols and strengthened policies to defend against the
malware attacks.

´ Disaster Recovery and Data Centre Management has been brought to the
forefront.

´ PACS, the grass roots entity is now being computerized to make the entire
structure withstand the advent of technology.

´ In June, 2022 Govt. of India initiated PACS Computerization project which
proposes computerization of 63,000 functional PACS over a period of 5 years
with a total budget outlay of Rs.2516 crores with Govt. of India share of Rs.1,528
crores.
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Challenges faced by Indian 
Co-operatives 
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´ They have higher NPAs(Non-Performing assets) when compared to the 
commercial banks.12
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´ They have a low market share in Assets, Loans & Deposits-a mere 10.6, 10.7 &
8.9% respectively.

´ Moreover, the share of Co-operatives in agricultural credit has been declining
over the past years, as scheduled commercial banks have been cornering a
larger share of the market.

´ Restrictions by the regulatory authorities cause hindrances to the
cooperatives.

´ Cooperatives need to absolutely function within the protocols of Cyber-
security framework which poses a major challenge for most of the co-
operatives as it is overburdening their balance sheets.

´ Lack of awareness, restricted coverage due to confining to a few members
and their operations extended to one or more villages, functional weaknesses,
lack of robust infrastructural support, and last but not the least-
mismanagement and manipulations in membership-all of these decelerate
the growth of cooperatives.
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The road ahead for Co-operatives:
´ Though the functioning of Co-operatives is based on principles of Self-
help, Self-governance & Self-responsibility, in recent times, an external
impetus by the Government and regulatory authorities is a must for
them to sustain and perform on par with the commercial organizations.

´ Budget of the center and states should have special allocation for the
cooperatives.

´ Infrastructure needed for the development of Co-operatives should be
made available with investment by various stake holders coming
together in the model of public private partnerships so as to avoid
ownership concentrated in any particular hands.

´ Proper planning and sufficient funds need to be allocated for the
overall development.

´ Digital era should be an avenue for the cooperatives to grow manifold.
Umbrella policies should be brought in to keep the cooperatives under
one group and provide them with the required support to function at
par with the commercial banks.
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THANK YOU
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