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Development Trends in Cooperative Sector in India and

Karnataka — An Overview

- Dr. S. Mahendrakumar, Professor and Director CIST ( Retd), University of Mysore, Mysuru

Introduction

Cooperation is as old as humanity and coopera-
tion is older than the cooperative movement. The
cooperative movement is only one example of hu-
man cooperation among others. The cooperative
movement brought overall improvement in the
economic condition of its members in general and
overall development in particular.

Cooperative movement explain as a “Voluntary
movement of the people, carried out democratical-
ly by pooling together their resources or carrying
on the given activity, with the purpose of achieving
or securing certain benefits or advantage which
given to people cannot get individually and with
the purpose of promoting certain virtue and values
such as self help, mutual help and general goods of
all.”

The first ever effort towards the formation of the
co-operative organisation was made by 28 artisans
working in the cotton mills, popularly called the
Rochdale Pioneers, at the Rochedale near Manches-
ter in England in the year 1844.

Co-operative Movement in India

The principle of co-operation is part and parcel
of Indian culture. In India, co-operative movement
was officially started after passing of the Co-opera-
tive Societies Act 1904 by the Imperial Legislative
Council. But the co-operative in India exist even be-
fore passing Co-operative Societies Act 1904.

The Indian Cooperative Societies Act 1904 pro-
vided for constitution of societies, eligibility for
membership, registration, liabilities on members,
disposal of profits, shares and interests of mem-
bers, privileges of societies, claims against mem-
bers, audit, inspection and enquiry, dissolution,
exemption from taxation and rule making power.
All other operational and managerial issues were
left to the local governments namely to formulate
suitable rules and model bye-laws of the co-opera-

tive societies. The institution of the Registrar, visu-
alized as a special official mechanism to be manned
by officers with special training and appropriate
attitudinal traits to prompt and catalyse co-opera-
tive development was the result of the Co-opera-
tive Societies Act of 1904.

The Co-operative Credit Societies Act 1904 was
followed by a number of supporting legislations in-
cluding the Co-operative Societies Act 1912 which
provided for the formation of noncredit societies
and federal co-operative organisations.

Under the Reforms Act 1919, co-operation became a
Provincial subject

In 1934, the setting up of RBI was a major devel-
opment in the thrust for agricultural credit. It had
agriculture credit as part of its basic mandate. By
extending refinance facilities to the co-operative
credit system it played an important role in spread-
ing the co-operative movement to far corners of the
country.

In post-independence, co-operatives were con-
sidered to be the part of the strategy of planned
economic development. each village would have a
panchayat, a co-operative and a school. Rapid and
equitable economic development became the focus
of the state policy. In the early All India Rural Cred-
it Survey Committee (1951-54) formed under the
Chairmanship of Shri A.D. Gorwala. The crux of
the Committee’s recommendations was that the
state should play an active role for the spread of the
co-operative movement. Parliament accordingly
enacted a Multi-State Co-operative Societies Act in
1984. The NABARD Act was passed in 1981 and
NABARD was set up to provide refinance support
to co-operative banks and to supplement the re-
sources of commercial banks and Regional Rural
Banks to enhance credit flow to the agriculture and
rural sector.

Over the years, there has been a growing reali-
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sation that undue interference from the State Gov-
ernment, lack of autonomy and widespread politi-
cisation has severely impaired the functioning of
the co-operative institutions.

As a consequence of these recommendations
and on support of a sizable section of the co-opera-
tive community, two major events took place on
the co-operative scene of the country.

The Government of Andhra Pradesh passed the
A.P. Mutually Aided Co-operative Societies Act
1995. This was followed by similar enactments in
eight other States; Bihar, Jharkhand, Madhya
Pradesh, Chhattisgarh, Jammu and Kashmir, Kar-
nataka, Orissa and Uttarakhand. b) The Union
Government replaced the existing Multi-State
Co-operative Law by a fresh statute - the Mul-
ti-State Co-operative Societies (MSCS) Act 2002.
And the success is evident. Almost 50 percent of
the total sugar production in India is contributed
by sugar co-operatives and over 60 percent of the
total fertilizer distribution in the country is handled
by the co-operatives. The consumer co-operatives
are slowly becoming the backbone of the public
distribution system and the marketing co-opera-
tives are handling agricultural produce with an
outstanding growth rate.

The National Co-operative Development Cor-
poration (NCDC), a statutory body was set up in
1963 by the Union Ministry of Civil Supplies and
Co-operation, to promote the co-operative move-
ment in India.

Main Areas of Operation of Cooperatives in India
Agricultural Credit. .

Agricultural supplies.

Agricultural Marketing.

Agricultural Processing.

Industrial cooperatives

Public Distribution of essential commodities
Urban credit Cooperatives.

Housing cooperatives

Cooperative Movement in karnataka

Karnataka has a fascinating history of Co-oper-
ative Movement. Co-operative culture in various
economic activities in the state is clearly evident. It
is deep-rooted, as it has been launched in 1904. The

first Primary Agricultural Credit Society estab-
lished in the country was at Kanaginhal (Gadagtq)
of Gadag district. It was established on 8th May
1905, and it has been still functioning. Similarly, the
first Urban Co-operative Credit Society was organ-
ised on 18th October 1905 in the state. It is at Betag-
eri of Gadag district now it is defunct. The Swadeshi
Movement of 1905 inspired many local leaders and
social workers to start the co-operatives to cater to
their local needs. Bangalore City Consumers Co-op-
erative Society started in December 1905 is said to
be the first Co-operative institution in princely My-
sore state. Such societies were started in Belgaum,
Gokak, Hubli, Dharwad and Sira by 1906.

Global Scenario Achievements:

The key The cooperative movement brings to-
gether over 1 billion people (100 crores) around the
world, covering 1.4 million (14 lakhs) cooperatives
spread over 100 countries, providing employment
to over 100 million (10 crores) people.

In USA, there are 30,000 cooperatives with 100
million (10 crores) members operating through
73,000 outlets throughout US, where 30% of farm-
ers products in the US are marketed through 3,400
farmer owned cooperatives.

In china, there are 80,000 cooperatives with 180
million (18 crore).

India has the largest cooperative movement
with 8.1 lakh cooperative societies with 300 million
(30 crores) members (Siddanthi,2016).

Conclusion

Cooperatives globally and in India and Karnata-
ka has played an important role in the national econ-
omy. With the emergence of cooperative in India
their has been tremendous growth and development
in agriculture, industry and also service sectors. Co-
operatives have been penetrated into all areas not
letting down any area. But there are some lacunae in
the cooperatives in recent years in respect of mem-
bership, management and various other factors.
There is stiff competition the global scenario. If this
sector is led in a right direction probably nobody can
shake cooperatives. Cooperatives are the best solu-
tion for the development in any economy.
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