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Although all types of cooperative societies work on the same 

principle, they differ with regard to the nature of activities they 

perform.  

Followings are different types of co-operative societies that exist in 

our country.  

1. Consumers’ Co-operative Society: These societies are formed to 

protect the interest of general consumers by making consumer 

goods available at a reasonable price. They buy goods directly 

from the producers or manufacturers and thereby eliminate the 

middlemen in the process of distribution. Kendriya Bhandar, Apna 

Bazar and Sahkari Bhandar are examples of consumers’ co-

operative society.  

2. 2. Producers’ Co-operative Society: These societies are formed to 

protect the interest of small producers by making available items of 

their need for production like raw materials, tools and equipments, 

machinery, etc. Handloom societies like APPCO, Bayanika, 

Haryana Handloom, etc., are examples of producers’ co



 

Co-operative Marketing Society: These societies are formed 

by small producers and manufacturers who find it difficult to 

sell their products individually. The society collects the 

products from the individual members and takes the 

responsibility of selling those products in the market. Gujarat 

Co-operative Milk Marketing Federation that sells AMUL milk 

products is an example of marketing co-operative society.  

4. Co-operative Credit Society: These societies are formed to 

provide financial support to the members. The society accepts 

deposits from members and grants them loans at reasonable 

rates of interest in times of need. Village Service Co-operative 

Society and Urban Cooperative Banks are examples of co-

operative credit society 



 

Co-operative Farming Society: These societies are formed 

by small farmers to work jointly and thereby enjoy the 

benefits of large-scale farming. Lift-irrigation cooperative 

societies and pani-panchayats are some of the examples 

of co-operative farming society.  

6. Housing Co-operative Society: These societies are 

formed to provide residential houses to members. They 

purchase land, develop it and construct houses or flats and 

allot the same to members. Some societies also provide 

loans at low rate of interest to members to construct their 

own houses. The Employees’ Housing Societies and 
Metropolitan Housing Co-operative Society are examples 

of housing co-operative society. 



Formation of a Co-operative 
Society 

 

A Co-operative Society can be formed as per the provisions 

of the Co-operative Societies Act, 1912.  

At least ten persons having the capacity to enter into a 

contract with common economic objectives, like farming, 

weaving, consuming, etc. can form a Co-operative Society. 

 A joint application along with the bye-laws of the society 

containing the details about the society and its members, has 

to be submitted to the Registrar of Co-operative Societies of 

the concerned state.  

After scrutiny of the appliation and the bye–laws, the registrar 

issues a Certificate of Registration. 



 

The International Cooperative 
Alliance (ICA) defines 
a Cooperative as “an autonomous 
association of persons united 
voluntarily to meet their common 
economic, social, and cultural 
needs and aspirations through a 
jointly-owned and democratically-
controlled enterprise.” 

https://www.drishtiias.com/daily-updates/daily-news-analysis/ministry-of-co-operation-a-new-push-to-co-operatives


 The 97th Constitutional Amendment Act 
of 2011 gave a constitutional status and 
protection to co-operative societies. In 
this context, it made the following three 
changes in the constitution:  

 It made the right to form co-operative 
societies a fundamental right (Article 
191 ). 

  2. It included a new Directive 
Principle of State Policy on promotion 
of co-operative societies (Article 43-
B2 ).  

 3. It added a new Part IX-B in the 
Constitution which is entitled “The 
Co-operative Societies” (Articles 243-
ZH to 243-ZT) 



CONSTITUTIONAL PROVISIONS 

 

Part IX-B of the constitution contains the following 

provisions with respect to the cooperative 

societies:  

Incorporation of Co-operative Societies: 

 

 The state legislature may make provisions for the 

incorporation, regulation and winding-up of co-

operative societies based on the principles of 

voluntary formation, democratic member control, 

member economic participation and autonomous 

functioning. 



Number and Term of Members of 
Board and its Office Bearers: 

 

The board shall consist of such number of directors as 

may be provided by the state legislature. But, the 

maximum number of directors of a co-operative society 

shall not exceed twenty-one. 

 The state legislature shall provide for the reservation of 

one seat for the Scheduled Castes or the Scheduled 

Tribes and two seats for women on the board of every co-

operative society having members from such a category 

of persons.  

The term of office of elected members of the board and 

its office bearers shall be five years from the date of 



The state legislature shall make provisions for co-option of 

persons having experience in the field of banking, 

management, finance or specialisation in any other related 

field, as members of the board. 

 But, the number of such co-opted members shall not exceed 

two (in addition to twenty-one directors).  

Further, the coopted members shall not have the right to vote in 

any election of the co-operative society or be eligible to be 

elected as office bearers of the board.  

The functional directors of a co-operative society shall also be 

the members of the board and such members shall be 

excluded for the purpose of counting the total number of 

directors (that is, twenty-one). 



Election of Members of Board 

 

: The election of a board shall be conducted before 

the expiry of the term of the board so as to ensure 

that the newly elected members assume office 

immediately on the expiry of the term of the office of 

members of the outgoing board.  

The superintendence, direction and control of the 

preparation of electoral rolls and the conduct of 

elections to a co-operative society shall vest in such 

body, as may be provided by the state legislature. 



Audit of Accounts of Co-operative 
Societies: 

 

The state legislature may make provisions for the 

maintenance of accounts by the co-operative societies and 

the auditing of such accounts at least once in each 

financial year. 

 It shall lay down the minimum qualifications and 

experience of auditors and auditing firms that shall be 

eligible for auditing the accounts of the co-operative 

societies.  

Every co-operative society shall be audited by an auditor 

or auditing firm, appointed by the general body of the co-

operative society. But, such an auditor or auditing firm shall 

be appointed from a panel approved by the State 



REASONS FOR THE 97TH 
AMENDMENT 

 

The reasons for adding the above provisions in the Constitution by the 97th 

Constitutional Amendment Act of 2011 are as follows:  

1. The co-operative sector, over the years, has made significant contribution 

to various sectors of national economy and has achieved voluminous 

growth. However, it has shown weaknesses in safeguarding the interests 

of the members and fulfilment of objects for which these institutions were 

organised.  

2. There have been instances where elections have been postponed 

indefinitely and nominated office bearers or administrators have remained 

in-charge of these institutions for a long time. This reduces the 

accountability in the management of co-operative societies to their 

members. Inadequate professionalism in management in many of the co-

operative institutions has led to poor services and low productivity 



 

The “co-operative societies” is a subject enumerated 
in Entry 32 of the state list of the Seventh Schedule 

of the Constitution and the state legislatures have 

accordingly enacted legislations on co-operative 

societies.  

Within the framework of State Acts, growth of co-

operatives on large scale was envisaged as part of 

the efforts for securing social and economic justice 

and equitable distribution of the fruits of development.  

It has, however, been experienced that in spite of 

considerable expansion of co-operatives, their 

performance in qualitative terms has not been up to 



 

The Central Government was committed to ensure that the co-

operative societies in the country function in a democratic, 

professional, autonomous and economically sound manner. 

With a view to bring the necessary reforms, it was proposed to 

incorporate a new part in the Constitution so as to provide for 

certain provisions covering the vital aspects of working of co-

operative societies like democratic, autonomous and professional 

functioning.  

It was expected that these provisions will not only ensure the 

autonomous and democratic functioning of co-operatives, but 

also ensure the accountability of management to the members 

and other stakeholders and shall provide for deterrence for 

violation of the provisions of the law. 
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