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Background: Agriculture being the largest sector of the Indian economy in terms of 
employment plays an important role in accelerating the pace of economic development and 
making the economic growth more inclusive and sustainable. Indian agriculture has had a long 
history of challenges related to land ownership, adequate irrigation cover and access to 
infrastructure, technology, market and credit. Though significant progress has been made since 
independence to improve the state of agriculture in India, many of these challenges persist in 
varying degrees in different States of India. During last 50 years, Indian Agriculture has 
undergone major transformation from dependence on Food Aid to a Net Food Exporter but at a 
long term trend growth rate of 3%, Indian Agriculture has underperformed relative to its 
potential.  Despite major strides, Agriculture is facing distress in many parts of country due to 
various reasons like high and increasing input cost, non-remunerative price in the market, low 
share of farmers in final price, poor penetration of crop insurance, absence of market 
infrastructure etc.  

Majority of the farmers in India practice subsistence farming and are heavily dependent on 
“Monsoon” and “Markets” for survival and both are highly erratic.  Despite advances in 
agricultural and irrigation technologies, farmers are often unable to use these technologies due to 
lack of resources and awareness. This makes it difficult for farmers to have a marketable surplus; 
therefore, farmers are mostly dependent on subsistence farming. Transporting agri-produce to 
markets in a cost-effective manner is another challenge for farmers. Central markets often do not 
exist in close enough proximity to the farmers. This leaves the farmer with the inability to make 
money needed to buy foods not directly produced on their farm or other dietary necessities, 
purchase medicine, and pay for the educational costs of their children or other living expenses. In 
severe cases, the lack of irrigation may cause the farmer to be unable to directly produce even 
enough food for his or her family’s own survival. Agriculture is in dire need of investments to 
enhance productivity and thus increase income of farmers. Input cost of agriculture also remains 
exorbitantly high due to cartelization. Creation of collective organizations for farmers, such as 
Primary Agricultural Credit Societies and Farmers Producers Organization can strengthen the 
capacity of farmers to mobilize funds and invest in agriculture. This can help to channelize more 
investments in agriculture. Strengthening of market linkages and knowledge dissemination of 
best practices (including on cropping pattern based on agro-climatic conditions) for the farmers 
is also important to improve price discovery of farm produce and empower the farmer by 
strengthening his knowledge capital. 
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 Savings is negligible among the small farmers and therefore agricultural credit appears to be an 
essential input along with modern technology for higher productivity. Agriculture credit is a 
powerful instrument for addressing both the consumption and investment demands of farmers 
and acts as an intermediate input and enabler. Interventions in agricultural credit through 
strengthening its volume and flow can help to transform agriculture into a viable sector.  

Since Independence, credit has been occupying an important place in the strategy for 
development of agriculture. The agricultural credit system of India consists of informal  and 
formal sources of credit supply. The major channels for disbursement of formal credit are banks 
including Commercial Banks, Cooperative Banks & Regional Rural Banks, cooperatives and 
Micro-finance institutions (MFIs).  

Overview of Co-operative Credit Structure in India:  

The cooperative credit structure in India is more than a century old and aims to provide credit to 
farmers at affordable cost and address the twin issues of rural indebtedness and poverty. 
Cooperative banking sector has for long been recognized as principal institutional agency for 
providing agricultural credit in India. Several committees, from the All India Rural Credit 
Survey Committee to the Vaidyanathan Committee have stressed the importance of cooperative 
credit societies to the development of agriculture and rural economy.  

The Co-operative Credit Institutions in India, under a three-tier structure consist of: 

- Primary Agricultural Credit Societies  
- Central Co-operative Bank  
- State Co-operative Bank 

Today, short term cooperative credit structure has 32 state cooperative banks and 371 district 
central cooperative banks operating through 14907 branches. There were 93367 PACS as on 31st 
March, 2016 at the grass root level.  

Agriculture credit has been largely supply driven in its basic design. There is an urgent 
requirement to make agriculture credit more responsive to the demands of the customers to meet 
the envisaged objectives of empowering farmers in a holistic manner and thus reposition Co-
operatives as Socio-economic entities. In this context, Primary Agricultural Credit Societies have 
an important role. PACS, being the registered cooperative society, has been providing credit and 
other services like supply of inputs, hiring of agriculture implements & storage facility to its 
members. Situated at the grass-root level, PACS can be made to function as truly member-driven 
enterprises and provide the vital link in the ST cooperative credit system based on paradigms of 
transparency and accountability. At present, a large number of PACS are rather small in size to 
be economical and viable, and a large number of them are dormant. They face problems of 
infrastructural weaknesses, operational inefficiencies and structural flaws. Borrowing 
membership of a large number of PACS also remains much lower than its potential. In order to 
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re-orient PACS to future challenges and opportunities of rural economy and inspire confidence 
in their existing and potential members- depositors and borrowers, business opportunities 
provided to PACS need to be enlarged. Therefore, PACS need to develop as a One Stop Shop for 
meeting all the needs of farmer, provide much-needed forward and backward linkages to rural 
economy and thus, make the PACS and in turn foundations of agri-credit- stronger. PACS can 
also transform agriculture into a more financially viable activity and enable farmers to undertake 
activities such as organic farming.  A strong PACS is very vital if the call of Govt. of India to 
double the Farmers Income by 2022, when India clebrates its 75th year of Independence, is to be 
achieved. The doubling of Farmers income is intended to be doubled through  “Evergreen 
Revolution” and “Rainbow Revolution”. We need to put more money in the pocket of the farmer  
and not in their hands and this can be done only if the farmer is able to  take up other activites, in 
addition to traditional agriculture.   

DEVELOPMENT OF PACS AS MULTI-SERVICE COOPERATIVE SOCIETIES. 
The concept of PACS as Multi-Service Centres for their members was envisioned by NABARD 
in 2011-12. PACS can play an important role in providing a l l  the facilities r e q u i r e d  
b y  the farmers. To increase the business portfolio of PACS so as to make it a self-sustainable 
entity, it is essential that the PACS should provide additional services like offering agriculture 
implements on hiring basis, enabling collective purchase of inputs, having good quality storage 
capacity as per Warehousing Development and Regulatory Authority (WDRA) norms, etc. 
 
i. Agro-Storage centre:   Upgradation of the existing storage facility or construction of 
new godown along with sorting/ grading unit as per Negotiable Warehouse Receipt System. This 
will enable them to issue N e g o t i a b l e  warehouse receipts. Based on these receipts, the 
farmers can get loan against the crop stored and cultivate the next crop. Thus the farmers will 
be facilitated to get better price by holding the crops without affecting the fund flow position. 
 
ii.  Agro-service Centre: Purchase of hi-tech agri-implements like power tiller, land leveller, 
rotary slasher, mover, seed driller, multi crop planter, paddy transplanter, sprayer, combine 
harvester etc. depending upon the requirements of members. The earning will be from the rental 
of these equipment.   
 
iii. Agro-processing centre: 
• P r i m a r y  Processing:   Sorting, grading unit, waxing/ polishing unit, pre-cooling 
c h a m b e r s , etc. 
•    Secondary Processing: Value addition to Agricultural Produce e.g. Mini rice mill, atta chaki, 
Horticulture Produce processing etc. 
 
iv. Agri -information centre:  Testing lab for soil & water, creating panel of experts for 
providing services on payment basis, knowledge dissemination centre, arrange training to 
farmers. The testing lab & expert guidance will be available to farmers at a cost. 
 
 
v.   Agri Transportation & Marketing Facilities:  Procurement of produce, Direct market 
linkage after aggregation and/ or processing, setting up of rural mart etc. The PACS, which are 
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either in the area of marketing or intend to undertake this activity, may create this channel to 
facilitate the farmers in marketing. 
 
In addition, new horizons for PACS as Multi-Service Centre can be, implementation of 
technology supported activities like Micro-ATMs and Wi-Fi Internet connectivity.  
 
DCCBs can harness PACS to act as Business Correspondents to undertake various activities 
under financial inclusion and  Aadhaar linkage of bank account. Through Micro-ATMs, PACS 
members who stay far away from the PACS  can carry out their banking transaction without 
actually approaching the bank. This will increase low cost deposits for PACS and the CCBs. 
 
PACS as Multi Service Centres initiative- its socio-economic relevance: The concept 
can be used to emphasize those business activities that benefit particular segments of 
beneficiaries, particularly the economically and socially weaker sections of society. The tribal 
groups are under-represented in the PACS membership, in all the states. Setting up of PACS, 
focusing on marketing of tribal products (art work, handicrafts etc.) can be encouraged in these 
States and this will help increase the membership of tribals. PACS as MSC concept can help to 
undertake business activities that involve the niche capabilities of groups like tribals that are 
endowed with traditional knowledge and skills.  
 
Membership of Rural Artisans in the PACS can increase further by establishing more PACS as 
Multi Service Centres in areas where there is a footprint of these artisans. Further, it will also 
help to increase share of short term loans issued to SC/ST sections that stands at an abysmally 
low level of 6% and 3.4% respectively of the total short term loans issued at all-India level. 
 
 
Membership of PACS- Socio-Economic Disaggregated Data:  

· All-India Level 
Total membership of PACS: 12,73,21,840 
Proportion of Scheduled Castes: 11.7% 
Proportion of Scheduled Tribes: 7% 
Proportion of Small Farmers (excluding SC/ST): 40.9% 
Proportion of Rural Artisans: 4.2% 
Proportion of Other Borrowers: 36% 

(Data as on 31.03.2016 and Data Source: NAFSCOB) 

· The proportion of Scheduled Castes and Scheduled Tribes in population of India is 16.6% 
and 8.6% respectively, as per Census 2011.  

· The share of members of PACS from these communities should rise to be at least at par with 
national figures on their share in population. 

 
 

· Gujarat 
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Total membership of PACS: 3032010 

Proportion of Scheduled Castes: 6.9% 
Proportion of Scheduled Tribes: 6.6% 
Proportion of Small Farmers (excluding SC/ST): 42.9% 
Proportion of Rural Artisans: 4.9% 
Proportion of Other Borrowers: 38.5% 

(Data as on 31.03.2016 and Data Source: NAFSCOB) 

Scheduled tribes constitute of 14.75% of the total population of Gujarat. However, their share as 
members of PACS is abysmally low. Also, the ‘other borrowers’ category constitutes a large 
share of borrowers and invariably would include a number of large farmers.  

· The total short term loans outstanding during 2015-16 for Gujarat is Rs. 6878.88 crore of 
which only 1.7% belongs to Scheduled Castes and 2.6% share belongs to Scheduled Tribes. 

· The total medium term loans issued during 2015-16 for Gujarat is Rs.793.44 crore of which 
only 1.5% share belongs to Scheduled Castes and only 1.2% share belongs to Scheduled 
Tribes.  

 
Data on PACS Promoted by Cooperative Banks in Gujarat    

 
 

DCCB No of 
PACS 

No of 
functional 
PACS 

No. of 
functional 
PACS that 
serve as 
MSC 

% of 
functional 
PACS 
working 
as MSC 

Total 
members 
of PACS 

Borrowing 
members 
of PACS 

PACS 
in 
Profit 

Ahmedabad 563 556 352 63.31 211899 108003 418 
Amreli 335 306 187 61.1 86169 57508 292 

Banaskantha 1676 1259 600 47.65 268723 107249 947 
Baroda 456 326 60 18.4 114058 10000 312 

Bharuch 382 309 89 28.80 109262 21454 300 
Bhavnagar 623 592 210 35.47 164852 100514 511 
Jamnagar 402 342 - - 92935 53262 284 
Junagadh 635 445 5 1.12 68840 52852 327 
Kodinar 59 59 10 16.94 21713 11027 45 
Valsad 216 190 - - 160263 108185 168 

Surendranagar 279 274 102 37.23 78317 31394 191 
Surat 256 229 - - 169754 18794 200 

Sabarkantha 609 600 501 83.5 232410 97494 544 
Rajkot 454 444 212 47.7 264155 208796 417 

Panchmahal 318 251 58 23.1 293167 49672 56 
Mehsana 711 608 102 16.77 279000 92000 567 

Kutch 403 152 - - 61596 16245 148 
Kaira 708 443 224 50.33 212015 19506 237 
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                                               (Data source:  Data  as on 31.03.2017  provided by DCCBs ) 
 
 
 

The details of sanctioned amount and disbursed amount under PACS as Multi Service 
Centers in Gujarat is summarized below:    
          (Rs.crore) 
S.No Purpose 2015-16 

Target           Achieved       %Achieved 
2016-17 

Target           Achieved      %Achieved 
 

1 PACS as MSC 
(Sanctions) 

5.00 5.43 108% 5.00 3.30 66% 

2 PACS as MSC 
(Disbursed) 

3.00 5.43 181% 3.50 4.55 128% 

 
 

 
 
 
 
 
PACS as Multi Service Centres in Gujarat:  
More than 2000 PACS promoted by the Cooperative Central Banks function as Multi service 
centres. PACS Development Cells have also been constituted with financial assistance from 
NABARD, to strengthen the concept of PACS as Multi Service Centres.  
 
The success of PACS as Multi Service Centres is to a large extent, dependent on being an early 
entrant in a business opportunity in the rural areas. Studying the demands of rural population and 
segmenting those demands vis-à-vis the demographic profile is crucial part of a successful 
business plan of the PACS aiming to diversify its business activities.  
 
Success Stories on PACS as Multi Service Centres in Gujarat-  
 

a.  Budhna Seva Sahakari Mandali Ltd., Bhavnagar District Gujarat-  
 
Custom Hiring Centre and Consumer Store were identified as the main business activities by this 
PACS. The Budhna PACS is associated with Bhavnagar DCCB Ltd., Bhavnagar.  The 
membership of the society is 566 and borrowing members are 328.  The area of operation is 
Budhna village consisting of 821 households and a population of 4011.   
 
The PACS was engaged in disbursement of crop loans for years together and was in accumulated 
losses.  The sensitization and exposure programmes conducted by NABARD through DCCB 
have widened the thinking process of the Board of Directors of PACS, who have thus, taken up 
other activities for improving the performance of the PACS.   
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Custom Hiring Centre 
There are many small and marginal farmers in Budhna village who can’t afford to have a small 
tractor or power tiller and do their agricultural operations. Those who are having tractors used to 
charge heavily and also unable to provide service at appropriate time to the small farmers.  
Considering the difficulties of small and marginal farmers, the PACS has purchased a High 
powered tractor and other implements and started providing service to the members of the 
Society.  The PACS was able to get subsidy from Government of Gujarat on purchase of tractor.  
The PACS has appointed two drivers for the purpose and started working on shift basis.  Due to 
transparent transactions conducted by the Society and assured availability of tractor at low price, 
many farmers have availed the services.  
 
Consumer Store 
Budhna village is a remote village and within the radius of 4 kms., there are no consumer stores 
or any good quality shops.  Under PODF of NABARD, the PACS has availed loan and 
established a consumer store for the benefit of its members and for general public.  It procured 
quality products from the market and sold at cheaper prices.  The Demand for consumer store 
increased due to availability of products in the village itself and that too at reasonable prices.   
  
 
The PACS has come out of losses, posted profit and distributed dividend to its members. 
 

b. ‘Shri Kisan Seva Sahakari Mandali Ltd’ in Rajkot District  
This society was established in 1988 and its area of operation covers Jilaria Village in Paddhari 
Block of Rajkot District. The PACS was engaged in traditional activity of extending agricultural 
loans to its members and sale of agricultural inputs viz. fertilizers and seeds. The PACS had also 
constructed 2 big godowns with the support of IFFCO. These godowns were being used for 
storage of agricultural inputs during the season and for community functions during off season 
fetching some rental income. 
 
Business diversification 
The PACS was selected under the PDC scheme of NABARD during the year 14-15. After 
counselling by the PDC, the secretary of the PACS convinced the office bearers to start new 
business activities viz. Sale of Cement and Cattle Feed, Xerox Machine and RO Water Plant in 
addition to existing activities of extending loans to members and sale of agricultural inputs.  
 
RO Water Plant with isolated Cooling Unit 
Keeping in view the importance of clean, safe and cold drinking water for the villagers at 
affordable prices, one RO Water Plant with capacity of 2000 litres /hour with isolated cooling 
unit was established at a cost of  Rs. 16.90 lakh. Water is being sold to villagers @ Rs. 20 per 10 
litres and also being supplied in bulk as and when an order is received for community functions. 
This is being viewed by the villagers as community service and at the same time it is fetching 
extra income for the PACS also.  
 
Sale of Cement, Cattle Feed and Installation of Xerox Machine 
The PACS also started these additional activities keeping in view the motive of service to the 
villagers at affordable prices. Now the villagers of Jilariya do not have to go to district 
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headquarters to purchase cement for construction works, feed for their cattle and tiny 
requirements of Xerox. All these facilities are available at their vicinity.  
 
Improvement in the Financial Position of the PACS 
After seeing the work being done by the PACS for the benefit of community, members of the 
society have also increased resulting in more lending and loans outstanding. Further, the PACS 
could also earn a net income of Rs. 1.55 lakh during the first year itself from the new activities 
started. 
 
Likewise, Panchmahal DCCB has identified 3 PACS in Dahod District for functioning as Multi 
Service Centres in the form of LAMPS. LAMPS are Large Area Multi-purpose Cooperative 
Societies with the objective of assisting the tribals in marketing their products and providing 
interest-free short and medium term loans. 
  
Learnings from the Success Story in context of PACS as Multi Service Centres: 
PACS as Multi Service Centre works best when there is concerted efforts to provide tailor made 
offerings to different segments of beneficiaries.   Further, such societies should differentiate 
themselves in terms of conducting business and identifying new areas of business in villages 
such as renewable energy.  
The initiative also gives thrust to rural prosperity as it focuses on the demands and can quickly 
identify the shifts in demands on the rural economy. Moreover, PACS as Multi Service Centres 
helps to make a large proportion of population self-reliant, promotes rural entrepreneurship and 
facilitates  in forging  durable business and social networks with various groups /organizations 
such as SHGs, NGOs and Banks as these PACS need to be multi-disciplinary in approach. 
 
Way Forward for PACS as Multi Service Centres:  

· PACS as Multi Service Centres help to financially strengthen the PACS by increasing the 
income of the members and also the membership. It also leads to creation of economic 
linkages with various sectors of rural economy. In fact, without embracing the idea of 
Multi Service Centres, there is a likelihood that many more PACS may become 
redundant or financially non-viable.  

 
· To promote PACS as Multi-Service Centres, it requires a multi-faceted approach and 

active cooperation of various stakeholders. Geographical reach of PACS must also be 
expanded to enable these societies to explore new business opportunities. In this 
connection, the DCCBs should take concerted efforts to increase the membership drive of 
PACS and also to provide training and capacity building for PACS members.  

 
· Ensuring democratic functioning of PACS through structural and technological reforms 

and active interventions by DCCBs towards these measures will also aid in the objective 
of increasing the number of PACS as Multi Service Centres.  

 
· Regular training of PACS members in various disciplines such as management and 

technology will further enhance their capabilities to undertake business activities. 
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· There is ample scope to make these units more sustainable and futuristic in the business 
they undertake. 

 
· Convergence of PACS as Multi Service Centres with other groups/companies like 

Farmers Producers Organization and LAMPS can expand the business potential of these 
PACS. 

 
· Further, these PACS can be provided direct exposure to best practices in various facets of 

agri-business through partnerships with leading Agricultural Universities / institutes. 
 

· Exposure visits to well performing PACS of other states can also be organised for the 
PACS members to have a better insight and know-how of the functioning in other states. 
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