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Farmers Service Societies (FSS)-  

The National Commission on Agriculture found the existing institutional credit structure to be 
inadequate to meet the special needs of small and marginal farmers and landless agricultural labourers. 
It recommended the organization of special co-operatives called farmers service co-operative to provide 
integrated services to this category of farmers. In light of the recommendations of the Commission, the 
Government of India decided that farmers service societies may be set up on a selective basis to provide 
integrated credit supplies and services in selected areas as a pilot experiment. The scheme of FSS came 
into operation in 1973 which makes FSS to be a registered cooperative society. The funds to FSS are 
provided by the state governments and the financing banks. The FSS provide medium and long-term 
credit to the members for development activities such as development of land, wells, godowns etc. It 
also supplies inputs and services to the members for which the financing bank provides a separate line 
of credit. The service co-operatives have, therefore, been playing an important role in the distribution of 
fertilizer, pesticides, seeds, agricultural machinery, etc. to their members. They secure their supplies 
mostly from the nearest co�operative marketing society which functions as a sub-wholesaler, the 
wholesale business being with the State level cooperative marketing federations. Supply of inputs to the 
members is generally made on credit against their sanctioned credit limits. Though FSSs were 
considered qualitatively different from reorganized PACS but these have never been operationally 
different from PACS which is not restricted only to small and marginal farmers and landless labourers.  

Multipurpose Societies-  

A multipurpose society is “a society which caters for all the needs of the farmers and not only their 
credit requirements.” The basic concept of these societies is to bring the whole life of cultivator within 
its ambit that would lead the cultivator along the path of “better farming, better business and better 
living”. They supply not only the credit needs of members but also make arrangements to collect the 
produce of the members and help them in its processing and marketing. The multi-purpose societies 
were not planned to be established anew, and rather emerged as conversion of primary cooperative 
societies to adopt multifarious activities related to overall development of agricultural and rural life. The 
role of such societies can be assessed from the fact that the first multi-purpose society was started in 
1912 but soon it was felt that the multi-purpose idea does not seem to have been successfully 
translated into practice to an appreciable extent in any state. The All India Rural Credit Survey 
Committee (also known as Committee of Direction) assessed the performance of multipurpose societies 



and reported that the working of multi-purpose societies did not prove satisfactory. These societies 
required business talent which in rural areas could be developed only steadily over a number of years. 
Over-night conversion of small sized societies into multi-purpose societies could not arm them with 
efficient workers who could diversify their working and introduce techniques of successful operation.  

Large-sized Primary Credit Societies-  

On account of their small size, inadequate finance, and lack of competent personnel, the multi-purpose 
societies remained an ineffective agency to meet the multiple needs of members. The Rural Credit 
Survey Committee found neither the small societies nor the multi-purpose societies as a suitable pattern 
for the development of credit co-operation at the primary level. The committee recommended that 
large sized primary credit societies in�between the multi-purpose and single-purpose societies be 
developed which may have the  

following features:-  

1. A large membership drawn, if necessary, from more than one village. 2. Limited liability and State 
partnership. 3. Emphasis on the grant of crop loans and medium-term loans. 4. Meeting of consumption 
needs through chit funds. 5. Building up a link between co-operative credit and co-operative marketing. 
6. Emphasis on larger deposits The survey report introduced the idea of viability into the co-operative 
societies. Viability could be achieved by enlarging membership and loan and other business operations 
so that the society could obtain sufficient surplus to maintain a permanent office and efficient staff. On 
an average, a large-size society was recommended to have a membership of 300 to 500 persons and a 
loan business of about 1.5 lakhs. The organization of large-sized societies was taken up in the country on 
a phased basis. These societies were assisted to construct their own godowns which could be utilized for 
storing the farm and household requirements as well as produce of the members. These societies were 
also given managerial assistance so that during the initial years of their working they could appoint a 
trained manager. The programme of launching large-sized societies could hardly continue for 3 years 
because in 1959, the National Development Council decided to stop further organization of such 
societies. It rather led to the development of service cooperatives in the form of organization of villages 
who have willingly combined for mutual help and cooperation in meeting their common economic 
requirements and increasing agricultural production. As already described under PACS, such cooperative 
societies operating under different names are the most important agencies for the benefit of 
agriculturists and rural people.  

The Current Status of PACS Although Primary Agricultural Credit Societies are crucial instrument of rural 
development, they seem to be a very weak link in the short term credit structure. Even after 
reorganization only two-thirds of the PACS are viable as overdues in these societies are mounting. 
Eventhough emphasis has of late been to encourage the PACS to work as multi-purpose co�operatives, 
most of them are still mere credit agencies. Internal resources of these societies are also weak, 
especially on the side of deposits. In order that these societies are able to bear the heavier burden of 
meeting the requirements of the rural population in respect of credit, agricultural inputs, household 
requirements and marketing of crops as mentioned above, they must improve their management, 



mobilize local resources, orient their working so as to be able to meet all the economic needs of the 
members and above all somehow overthrow the menace of overdues which is a major impediment in 
the flow of credit and services. 


